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Jot  this  sturdy 

Ten  ions  ofoareening  boulder  would 
undoubtedly  turn  even  .1  Range  Rovei 
Into  1  oonvertible 

Short  oftuoh  .111  Inoonventenoe, 
I  low  calt,  you  (.Mil  reeeonebly  expeoi  .1 
Range  Rover  t<>  beer  up  under  some 
considerably  unreeeoneblc  oondltiona 

In  hot,  with  features  like  .1  1 1  gauge 
steel  chassis  ami  welded  heme  Range 
Rovers  routinely  survive  noi  mereh  roi 


decades,  bui  tm  deoedes  In  lunglee,  dee 
nis  smd  the  odd  tundra 

So  it's  hardly  surprising  thai  Resafs 
Rovers  here  hold  up  so  will  the>  retain 
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ORANGE  ROVER 


thou  value  hettei  than  .1  host  ot  compare 
ble  ears  Including  some  with  namee  like- 
BMW  and  Mi 

Aiulcvcu  .it  .1  starting  price  mst  under 
g*V>.(  Hm.1h.1t  makes  Range  Rovvi  one  of  the 
sin. hum  investments  on  the  road  Oi  oft  it 

Why  not  cell  1  m>o  KINK  IWD  fare 
deelei  neai  \  out 

Alter  all.  e  hen  it  comes  to  building  an 
unoommooff)  strong  vehicle,  *  no 
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The  I )ale  Carnegie  Execut ive  Image  Program?    Tup  r\  AT  p     the  FORTUNE  500  have  the  Dale  Carnegie 
Learn  how  to  move  issues  in  a  positive  direction,  n  a  ra  Tf\nrn®c^^erence-  Because  it's  better  to  be  drilled  in 


i  Aicii  ii  iiuw  iu  inuvt  issues  in  a  positive  uiieeuun.    / 
How  to  strengthen  your  signals.  How  to  present,  I   i 
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critique,  question.  How  to  gain  cooperation  .To    Jt 
build  respect.  To  build  a  team.  Over  400  of  VuW 


now  for  our  course  catalog.  Dale  Carnegie 


Dale   Carnegie   & 


s,    Inc.     Leadership  Training  Worldwide 


n.i  I  Equipment  Corporation,  1991     I  L-  I  >lt .  I  I  \l    Logo  and  VAX  arc  ii.uKin.uk-  ol  1  )igital  Kquipmenl  Corporation 


AS      FRO 


I   G   I   T  A   L 


ON  THE  COVER 


The  Not  So  Peaceful  World 

Of  Greenpeace  174 

By  Leslie  Spencer 

A/ith  Jan  Bollwerk  and  Richard  C.  Morais 
A.  band  of  scrappy  protesters  in  rubber 
rafts,  saving  whales.  That's  the  Green- 
peace image.  The  reality:  a  rich,  skill- 
ful multinational  organization  ac- 
countable only  to  itself. 

Up  &  Comers:  The  200  Best 
Small  Companies  In  America      218 

3y  Fleming  Meeks  with  Jean  Sherman  Chatzky 
How  to  stay  on  our  list  of  the  200  Best 
Small  Companies  in  America. 

Why  Small  Is  Still  Beautiful       226 

3y  Fleming  Meeks 

Small -cap  stocks  outperformed  the 
big  caps  this  year;  the  Forbes  200  did 
better  still.  You  haven't  seen  anything 
yet,  says  Tom  James. 


Colonial  Cos. 

3y  Ignatius  Chithelen 

\  very  profitable  insurer. 


232 


f&J  Snack  Foods  236 

3y  Christopher  Palmeri 

Once  a  bankrupt  pretzel  company. 

Stryker  Corp.  242 

3y  Zina  Sawaya 

It's  grown  20%  a  year  since  1977. 

Spaghetti  Warehouse  248 

By  Claire  Poole 

Started  as  a  lark,  now  on  a  roll. 

Laser  Precision  253 

By  Fleming  Meeks  and  Jean  Sherman  Chatzky 
Weathering  managerial  storms. 


Think  Global,  Bank  Local 

By  Jason  Zweig 

The  joys  of  local  banking. 


258 


The  Bosses  Of  The  200  Best  262 
The  Honor  Roll  264 

Reunion  Of  The  Class  Of  1990  266 
The  List  And  How  We  Define  It  268 
Chief  Executive  Compensation  291 
Alphabetical  Rankings  312 

Where  To  Find  The  200  322 


COMPANIES/INDUSTRIES 


38 


Power  Shift 

By  Gretchen  Morgenson 

Visa  is  brilliantly  exploiting  a  flaw  in 

American  Express'  strategy. 

Banzai  Loans  40 

By  Thomas  Bancroft 

Hawaiian    headaches    for    Japanese 

banks. 


Drowning  In  DRAMs 

By  Norm  Alster 

Japan's  costly  DRAM  victory. 


41 


43 


Olympia  &  York 

By  James  R.  Norman 

Canada's  Reichmann  family  is  now 

property  rich  and  cash  poor. 


Granada  Corp. 

By  William  P.  Barrett 

Still  touted  but  near  collapse. 

Cellular  Inc. 

By  Matthew  Schifrin 

Will  it  be  merged  away? 


48 


50 


70 


Tiffany 

By  Tatiana  Pouschine 

Tiffany's  sales  growth  has  slowed. 

Will  it  pick  up  after  the  recession? 


Eleanor  Lambert  Ltd.  92 

By  Jean  A.  Briggs  with  Manjeet  Kripalani 
When  you  hire  Eleanor  Lambert  to  do 
public  relations,  you  get  Lambert,  not 
some  faceless  account  executive. 

Automobiles  96 

By  Jerry  Flint 

Honda's  bet  on  semiluxurious  cars. 


Cray  Research 

By  Norm  Alster 

The  worst  seems  to  be  over. 


102 


Reiman  Publications  114 

By  Lisa  Gubernick 

Unhurt  by  the  slump  in  advertising. 

The  Story  Of  Marina  B  120 

By  Phyllis  Berman 

Success  is  never  easy,  even  for  the  rich. 

Clearly  Canadian  Beverage  132 

By  Gretchen  Morgenson 

Soda  pop  becomes  designer  water. 

Nu  Skin  International  139 

By  Richard  L.  Stern  and  Mary  Beth  Grover 
A  great  company  or  a  cruel  scam? 

Standard  Federal  169 

By  Rita  Koselka 

A  savings  and  loan  with  lots  of  life. 


INTERNATIONAL 


The  Soviet  Union 

By  Paul  Klebnikov 

Expecting  a  devastating  winter. 


42 


58 


The  Asian  Village 

By  Andrew  Tanzer 

A  look  at  the  new  STAR  TV  network 

and  its  2.7  billion  potential  viewers. 
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f  J,  liilivliiy  KtM(*p, 

r0  Chief  Operating  Officer 
Cellular  Communication,:  ln< 
Fatty ./.  f-lynt, 

i    Senior  I  '<<•<•  PrekHikrnl 
Information  Ser\'iceo 


"The  reason  Cellular  Communica- 
tions is  one  of  the  fastest  growing 
cellular  telephone  companies  in  the 
Midwest  is  simple.  We  are  absolutely 
committed  to  giving  our  customers 
the  best  possible  service.  That's 
where  Digital  gives  us  an  edge. 

"We  chose  Digital  because  they 
believe,  as  we  do,  in  being 
innovative  and  flexible.  With 
systems  and  applications  from 
Digital,  we  can  spot  market  trends 
and  bring  new  products  to  market 
faster.  A  great  example  is  our 
telephone  rental  program  which 
now  accounts  for  more  than  60%  of 
our  new  customers. 

"With  Digital,  our  people  can 
respond  to  customers'  questions  and 
resolve  problems  quickly  and 
correctly.  Just  one  reason  we  have  a 
customer  retention  rate  that's  the 
envy  of  our  competitors. 

"And  when  Digital  brought  in  one 
of  the  first  VAX™9000  mainframes,  it 
exceeded  all  our  expectations.  Within 
one  week  of  coming  on-line,  it  cut 
billing  runs  that  used  to  take  24  hours 
to  six.  We  can  now  get  bills  in  the 
customers  hands  in  four  days  instead 
of  nine. 

"One  more  thing.  Digital  is  always 
open  to  integrating  with  other 
vendors.  They  actually  helped  us 
solve  a  software  problem  by  bringing 
in  another  supplier.  And  their 
Network  Application  Support 
(NAS)  is  ideal  tor  integrating  all  our 
different  applications  and  systems. 

"What  more  can  we  sa\  ?  I  digital 
performed  as  promised. And  delivered." 

Digital  has  the  flexibility  to 
respond,  quickly  and  appropriately 
to  the  needs  ol  your  business.  And 
NAS  opens  new  ways  for  you  to 
yam  a  competitive  advantage. 

To  learn  more,  write  to  Digital 
Bquipment       Corporation,        111 

Powdermill  RoaA.  MS01  K29, 
Mavnard.  MA  01754-M1&  Or  call 
your  local  Digital 
sales  office. 
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On  his  way  to 
the  White  House? 
201 


Secrets  of  getting 
and  staying  on  the 
200  Best  Small  list. 
218 


A  faraway  paradise. 
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Japan  64 

By  Gale  Eisenstodt 

Tetsundo  Iwakuni  wants  to  spread 

Tokyo's  population  and  riches. 

Supping  With  The  Devil  78 

ByToni  Mack 

Oil-producing  nations  want  oil  com- 
panies back. 


MONEY  a  INVESTING 


The  Funds: 

One-Stop  Shopping  398 

By  Suzanne  L.  Oliver 

A  service  for  investors  who  do  busi- 
ness with  several  fund  families.  Also: 
When  to  use  leveraged  muni  funds. 


The  Forbes  Index 
The  Forbes/Barra 
Wall  Street  Review 
Mutual  Fund  Review 


36 

395 
396 


Streetwalker  418 

Upjohn  Co.;  election  year  opportuni- 
ties; Marion  Merrell  Dow;  Kellogg 
Co.;  Waban  Inc. 


LAW  AND  ISSUES 


Taxing  Matters:  Dow  Chemical's 
Newfangled  Security  89 

By  Graham  Button 

Investors  made  money  on  it,  but  tax 

treatment  could  hurt. 

Numbers  Game: 

Deloitte  &  Touche  110 

By  Katherine  Weisman  and  Roula  Khalaf 
Almost  literally  in  the  toilet. 

Laughlin,  Nev.  126 

By  Gail  Buchalter 

A  hot  gambling  spot. 


The  Argentinization 

Of  New  York  City  150 

By  Richard  Phalon 

The  biggest  shell  game  is  the  one 
played  by  New  York's  unions  and 
their  pals  in  the  bureaucracy. 


On  The  Docket:  Danger  Signs 

By  James  Lyons 

A  not-so  funny  workers'  prank. 


168 


Bush  Has  Abandoned  Reaganism; 
Democrats  Should  Embrace  It    201 

ByJude  Wanniski 

An  increase-the-wealth  ticket. 


MARKETING 


Birkenstock 

By  Cecily  Patterson 

Selling  sandals  to  pinstripe  types. 


COMPUTERS/COMMUNICATIONS 


Data  General 

By  David  Churbuck 
The  right  decision. 


214 


336 


340 


ComputerLand 

By  Kathleen  K.  Wiegner 

Adapting  to  a  new  retail  era.  Also: 

Commentary  by  Esther  Dyson. 


SCIENCE  &  TECHNOLOGY 


344 


Hubbard  Broadcasting 

By  Graham  Button 

Time  at  last  for  direct  broadcast  satel- 
lite services?  Also:  Commentary  by 
Michael  Gianturco. 


PERSONAL  AFFAIRS 


356 


Australia's  Kangaroo  Island 

By  Ellen  Paris 

The  scenery  is  spectacular,  the  flora 

and  fauna  unique.  Also:  Notebook 

computers., 


Collectors:  China  Trade  Art        377 

By  Christie  Brown 

Early  intellectual  property  battles. 


Careers:  Outplacement  Services  384 

By  Dyan  Machan 

Are  they  worth  the  cost? 
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390 
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390 
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"We  wish  you  a  long  life ..." 

With  the  October  debut 
of  Forbes  Zibenjia,  this 
magazine  has  a  new  sister 
publication.  Published  by 
Capital  Communications 
Corp.  Ltd.  in  Hong  Kong, 
Forbes  Zibenjia  will  serve 
the  Chinese-speaking  mar- 
ket with  two  editions,  one 
in  traditional  Chinese 
characters  and  the  other  in 
simplified  Chinese  charac- 
ters. It  contains  adapta- 
tions of  articles  from 
Forbes  plus  original  arti- 
cles of  special  interest  to  a 
Chinese-speaking  business 
audience.  Those  interested 
in  subscribing  to  Forbes 
Zibenjia  can  write  to  the  magazine  at  24th  Floor,  Wesdands  Centre, 
Quarry  Bay,  Hong  Kong.  Price:  $100  per  year  for  air  delivery  in 
the  U.S. 

Forbes  Zibenjia  is  the  second  recent  extension  of  the  Forbes 
editorial  philosophy  into  languages  other  than  English.  In  March  of 
1990  our  partner,  Burda  Publications  in  Munich,  launched  ! Forbes 
von  Burda,  which  became  an  immediate  success. 

To  Forbes  Zibenjiaxve  say:  "We  wish  you  a  long  life  like  the  south 
mountain." 

The  mayor  was  not  amused 

In  the  "Argentinization  of  New  York  City,"  starring  on  page  150, 
Richard  Phalon  is  writing  about  the  problems  afflicting  all  our  local 
governments.  Because  they  maintain  monopolies  on  so  many  ser- 
vices, they  have  not  had  to  submit  to  the  disciplines  of  the 
marketplace,  and,  as  with  any  monopoly,  their  costs  rise  inexorably 
and  their  services  deteriorate.  Phalon  is  no  stranger  to  covering  New 
York  and  its  government.  As  a  business  reporter  for  the  late  New 
York  Herald  Tribune,  for  the  New  York  Times  and  for  Forbfs,  he 
interviewed  every  mayor  from  Robert  Wagner  to  Edward  Koch.  The 
incumbent,  David  Dinkins?  Flacks  for  the  current  His  Honor  didn't 
return  our  calls,  but  Phalon  recalls  that  when  he  ran  into  the  tennis 
buff/pol  in  the  locker  room  of  a  local  tennis  club,  he  greeted  him 
with:  "Good  morning,  Mr.  Mayor,  I  hope  you  brought  your 
overhead  but  not  your  budget  gap."  Dinkins  was  not  amused. 

Picking  the  best 

SUPERVISED  by  Stewart  Pinkcrton,  edited  by  Fleming  Meeks,  with 
numbers  compiled  under  the  direction  of  Steve  Kichen,  the  W^l 
report  on  the  200  Rest  Small  Companies  is  the  distillation  o\\\  vast 
amount  of  research.  A  statistical  universe  of  4,300  companies  with 
sales  between  $5  million  and  $350  million  was  boiled  down  to  the 
200  companies  that  met  a  tough  series  of  financial  tests.  You'll  a 
learn  why  some  of  these  companies  have  been  SO  successful  and  wh\ 
so  main  start  well  but  run  into  trouble.  Begins  on  page  2  IS 
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One  reason  it's  the  best  Jaguar 
ever  built  is  how  beautiful  it  looks. 


SIDE  WINDOW 
DEFROSTING 


DRAIN  CHANNELS 


ALL-STEEL 

MONOCOQUE 

CHASSIS 


FRONT  PASSIVE 
SEATBELTS 


SAFETY-MOUNTED 
GAS  TANK 


HEATED  REAR 
/  WINDOW 

REAR  FOG 

LIGHTS 


HALOGEN 
HEADLIGHTS 


ENERGY- ABSORBING 

CRUSH  TUBES 


FOUR-WHEEL 

ANTI-LOCK 

DISC  BRAKES 


HEATED  OUTSIDE 
MIRRORS 


ENERGY-ABSORBING 
\  CRUSH  TUBES 

STEEL  INTRUSION- 
BEAMS 

PERFORMANCE  TIRES 


ELECTRICAL 
SHUT-OFF  SWITCH 


DOOR/SILL 
INTERLOCK 


FOUR-WHEEL 

INDEPENDENT 

SUSPENSION 


Those  who  believe  that  beauty  is  only 
skin  deep  certainly  never  probed 
beneath  the  elegant  exterior  of  the 
1992  Jaguars.  Under  that  gracefully 
sculpted  surface,  a  wealth  of  refined 
features  enhance  the  safety  of  the 
car's  occupants. 

To  help  the  driver  in  emergency 
maneuvers,  Jaguar's  four-wheel  inde- 
pendent suspension  is  engineered  for 


precise,  nimble  handling.  Four-wheel 
anti-lock  disc  brakes  afford  straight, 
sure  stopping  power. 

In  the  event  of  a  collision, 
enhanced  protection  is  provided  by  a 
robust  steel  cabin,  with  front  and  rear 
"crumple  zones"  programmed  to  ab- 
sorb the  energy  of  an  impact  before  it 
reaches  the  passengers.  In  fact,  Jaguar 
sedans  are  unsurpassed  among  large 
luxury  cars  for  lowest  injury  claim 


rate,  according  to  the  latest  study  by 
the  Highway  Loss  Data  Institute. 

AN  UNPRECEDENTED  WARRANTY 

Added  security  is  provided  by 
Jaguar's  new  four-year/ 50,000-mile 
warranty  and  Royal  Charter  Care  24- 
hour  Roadside  Assistance  Plan.  For 
the  name  of  your  nearest  dealer— who 
can  provide  details  on  this  limited 
warranty- call  1-800-4-JAGUAR. 

JAGUAR 
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Amazing  Grace,  finally? 

At  conglomerate  W.R.  Grace  & 
Co.,  restructuring  is  not  a  periodic 
event,  it's  a  way  of  life.  Led  by  the 
mercurial  J.  Peter  Grace,  the  $6.8 
billion  (sales)  giant  has  been  contin- 
ually changing  shape  for  almost  half  a 
century.  Grace  has  had  flings  with 
catering,  vinyl  film,  beer,  women's 
handbags,  shoemaking  and  sporting 
goods  (Forbes,  May  5, 1986). 

Meanwhile,  the  rest  of  the  world 
sped  by.  A  $1  investment  in  Grace 
stock  in  1945,  with  dividends  rein- 
vested, would  have  grown  to  $23 


W.R.  Grace 
patriarch 
J.  Peter  Grace 
A  hot  stock 
at  last. 


through  mid- 1986.  The  same  dollar 
invested  in  the  s&P  500  would  have 
grown  to  $77 .  Since  then,  the  S&P 
500  has  grown  another  60%,  versus 
just  42%  for  Grace's  stock. 

Now  the  firm  purports  to  be  doing 
its  definitive  "restructuring."  J.  Peter 
Grace,  78,  is  begrudgingly  nearing 
retirement,  though  he  won't  say 
when.  President  J. P.  Bolduc  has  his 
blessing  to  reshape  Grace  into  a  spe- 
cialty chemicals  and  health  care  com- 
pany. By  year-end  Bolduc  should 
have  raised  $600  million  by  selling  a 
clutch  of  businesses.  He  hopes  to  shed 
$900  million  more  in  assets  in  1992, 
including  an  83%  stake  in  Grace  Ener- 
gy, the  beleaguered  oil-and-gas  driller. 

Grace's  board  will  soon  announce  a 
more  detailed  picture  of  the  new  com 
pany.  But  the  stock  market  has  already 
pushed  Grace's  NYSE-listcd  shares  up 
66%  this  year,  to  a  recent  387/s. 

Is  this  for  real?  And  is  it  too  late  to 
join  the  ride?  Despite  ).  Peter's  history 
of  asset  shuffling,    Bolduc   is  deter 
mined  to  hack  the  company  down  to 
its  essentials.  "There  is  no  backing 
up,"  he  says.  "The  days  of  Grace 
buying  companies  that  are  not  strate 
gk  are  gone."  fudging  by  ho*  far 
he's  come,  it's  hard  not   to  believe 
Bolduc,  a  former  partner  at  consul 
CantS  BOOZ,  Allen  &  Hamilton   At  IS 


times  estimated  1991  earnings  of 
$2.50  a  share,  the  stock  is  in  the  low 
range  for  specialty'  chemical  firms. 
"Peter  Grace  is  a  realistic  man,"  says 
Bolduc.  "And  times  have  changed." 

Deprenyl  revisited 

In  the  Sept.  30  issue  we  erroneously 
listed  Deprenyl  Research  as  a  poorly 
performing  stock.  In  fact  Deprenyl 
rose  35%  for  the  period.  We  relied  on 
a  computer  compilation  that  over- 
looked a  2-for-l  stock  split. 

Banana  surprise 

Last  month  Forbes  reported  that 
David  Murdock's  Dole  Foods  was 
benefiting  gready  from  its  banana 
business.  We  were,  alas,  a  bit  behind 
the  times  by  a  full  quarter.  Barely 
three  weeks  after  the  story  appeared. 
Dole  announced  that  third-quarter 
net  earnings  plunged  41%,  to  S26 
million.  Lower  banana  prices  and  ris- 
ing costs  of  growing  the  fruit  and 
shipping  it  worldwide  were  the  vil- 
lains. Dole  shares  skidded  to  a  recent 
34%  from  43  when  the  Forms  story 
came  out. 

Dole  has  been  battling  with  archri- 
val Chiquita  Brands  for  control  of  the 
North  American  market.  "Everybody 
is  pushing  for  market  share."  - 
respected  Prudential  Securities  ana- 
lyst John  McMillin.  "Dole  has  taken 
dead  aim  at  being  bigger  than  Chi- 
quita in  North  America.  They're  find- 
ing the  cost  of  that  expansion  to  be 
more  significant  than  they  anticipa- 


Dole  Foods  banana  field  in  Costa  Rca 
Reporter  slips  on  banana  story. 
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Good  design  comes  naturally. 


The  shape  and  color  of  a 
rose  serve  to  attract  the 
insects  that  ensure  its 
pollination.  The  shapes  of 
our  glasses  are  equally 
functional  -  each  one 
designed  to  bring  out  the 
full  flavor  of  a  drink.  The 
Excelsior  range  is  an 
excellent  example. 


^  --■  V   f 
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Of  course  we  are  drawn  to  a 
rose's  beauty,  but  the  natural 
role  of  its  shape  and  color  is  to 
attract  the  insects  that  are  vital 
to  its  reproduction. 

And  while  a  beautiful 

glass  appeals  to  the  eye,  it 
must  also  serve  a  function. 
Which  is  why  our  glas- 
ses come  in  so  many  shapes 
and  sizes.  Each  type  is  design- 
ed to  enhance  the  particular 
qualities  of  a  drink.  The  bpu- 
quet  of  a  fine  red  wine,  for 
example,  wouldn't  fully  unfold 
in  a  white  wine  glass.  And 
brandy  just  isn't  the  same, 
without  a  snifter.  Just  as  drinks 


differ,  so  do  tastes.  And  so  we 
offer  a  range  of  over  7,000 
glasses.  From  sophisticated 
contemporary  to  the  classic 
sparkle  of  cut  crystal.  And  we 
take  pride  in  the  fact  that  many 
have  received  awards  for 
design  excellence. 

Elegant    glassware    is 

just  one  example  of  how 
Schott  Cristal's  innovative 
development  responds  to  spe- 
cific needs.  Other  examples 
abound  in  fields  of  advanced 
technology. 

Schott         worldwide: 

50,000  products,  50  produc- 
tion facilities,  represented  in 


more  than  100  countries,  with 
over  $1,5  billion  in  sales. 
Schott  in  North  Amer- 
ica, 11  companies  employing 
more  than  1,800  people. 

,  Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  38, 3  Odell  Plaza, 
Yonkers,  N.Y  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


5oth  carry  the  same  weight  with  us. 


Fly  on  our  engines,  we'll  back  you  100%. 
That's  a  promise  you  can  count  on  whether 
you've  got  a  fleet  of  one  or  a  thousand, 
no  matter  if  you're  an  old  customer  or  new. 

Sounds  like  the  same  old  blue  sky? 
Ask  anyone  operating  GE  Aircraft  Engines. 
And  ask  the  tough  questions. 

Whose  Technical  Representatives  are 
always  there  to  provide  total  support  and 
the  right  advice? 

What  company's  global  parts  system 
works  so  fast  that  anything  from  a  pump  to  a 
complete  engine  can  be  delivered  anywhere 
in  the  world  in  24  hours  or  less? 

And  which  family  of  commercial  aircraft 
engines  has  continuously  raised  the  industry's 
expectations  for  dispatch  reliability  and 
operational  economy? 

They'll  tell  you  it's  GE  Aircraft  Engines. 
Because  whether  they  are  large  or  small, 
they  know  nobody  carries  more  weight  with 
us  than  our  customers. 


GE  Aircraft  Engines 

Keeping  the  Promise 


A  gift  of  JOY  relieves  even  the 
guiltiest  of  consciences. 


The  most  precious  flowers  on  earth 
are  just  a  few  of  the  things  that 
make  JOY  the  costliest 
fragrance  in  the  world. 


blGDmingdales 


Time  out. 

Our  world.  Your  time. 
The  Cloister  and  Sea 
Island-  breakfast  by  the 
sea.  The  golf  challenges 
of  antebellum  Retreat 
Plantation.  Rare  talents 
ol  Hall-of  lamer  Louise 
Suggs  and  Golf  Digest 
pros  Gel  lo  know  us. 

( Orne  measure  miles 
ol  private  beach,  i  ham 
pionship  tennis  and 
Retreal  to  the  spa  and 
beach  club.  I  hen  dress 
up  for  sumptuous 
dining  and  dam  ing. 

Our  world  Youi  | 

The  Cloister,"  Sea  Island, 
Geoi  I  Call 

800-SEA-ISLAnd  to 
.uuiisy  youi  getaway 
01  VII'  meeting 

K  \  llll  [CL01ST1  K' 
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ted."  But  bananas  are  still  a  growth 
business,  says  McMillin,  who  thinks 
Dole  will  rebound. 


Private  placement  crunch 

Regulation  is  again  cutting  off  a 
vital  source  of  corporate  capital:  pri- 
vate placements.  The  trouble  began 
last  year,  when  insurance  regulators 
set  stricter  guidelines  for  the  private 
sale  of  debt  to  insurers  (Jan.  7). 

Wham!  A  massive  flight  to  quality 
ensued  as  insurers  shied  away  from 
any  but  the  highest-rated  risks.  Pri- 
vate placements  in  the  first  half  of 
1991  fell  20%,  to  S49.6  billion,  ac- 
cording to  idd  Information  Services. 
Some  insurers,  including  Northwest- 
ern National  Life,  even  sold  much  of 
their  lower-rated  private  placement 
debt — but  got  downgraded  anyway. 

To  find  quality  borrowers,  the  in- 
surers are  looking  overseas,  especially 
to  Britain.  Foreign  companies  ac- 
counted for  some  20%  of  total  private 
placements.  A  typical  deal:  London 


Private  placement  financing  totals 

($billions) 
175 
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■Excluding  CMOs  and  CDs.  -First  half. 
Source:  IDD  Inforrmtion  Sennces 

International,  the  maker  of  Ramses 
condoms,  is  about  to  close  00  a  $50 
million  loan  from  U.S.  insurers 
widespread  has  been  the  flight  to 
quality  that  London  International 
looks  set  to  get  its  money  without 
such  standard  covenants  as  a  nuintc 
nance  of  tangible  net  worth. 

Escalating  angSt  over  insurers'  real 

estate  portfolios  could  further  crimp 
private  placements.  H.mkers  .ire  al 
ready  strucglinc  to  place  private  deals 

with  insurers     1  he  Credit  crunch,  in 
short,  is  still  with  us 

I    \lR\ll  Risk      ■■ 
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Reed  on  the  rack 

Many  analysts  think  that  Citicorp's 
$885  million  hit  in  the  third  quarter 
(and  the  elimination  of  its  dividend 
after  178  continuous  years  of  the  bank 
and  its  predecessors'  paying  one)  in- 
dicates that  the  worst  is  over.  "There 
will  be  no  more  surprises,"  says  Gold- 
man, Sachs  analyst  Robert  Albertson 
confidently. 

But  a  well-informed  Washington 
source,  a  Lehman  Brothers  analyst 
and  snl  Securities,  a  banking  research 
firm,  disagree  completely.  They  think 
that  more  big  real  estate  hits  are  still 
to  come. 

For  the  past  two  years  Citicorp  has 
taken  big  losses  in  the  fourth  quar- 
ter—$784  million  in  1989  and  $382 
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million  in  1990.  Our  sources  expect 
the  pattern  to  continue,  with  another 
huge  writeoff  next  quarter. 

Why  not  take  a  megahit  all  at  once, 
in  the  third  quarter?  Citicorp's  loan 
loss  reserves  arc  only  29%  of  all  non- 
performing  assets,  versus  a  55%  indus- 
try average.  Taking  the  lot  in  the  third 
quarter  would  have  meant  building 
that  loan  loss  reserve  to  .m  extent  that 
Citicorp  probably  couldn't  afford. 
Neither  could  it  stand  the  resulting 
hit  to  its  capital  ratios. 

Citicorp  Chairman  John  Reed 
might  try  to  avoid  two  consecutive 
quarters  of  bail  news.  1 le  could  tern 
porarily  hold  off  the  second  big  hit, 
but  only  until  the  second  quarter  of 
L992  at  the  latest,  says  our  Washing 
ton  source.  The  real  question,  in  his 
mind,  is  whether  (  ituoip's  board  w  ill 
lose    patience    and    drop    the    a\    on 

Reed.  Linda  Killian 


Cheap  diet 


Clayton  Williams,  ex-gubernatorial  candidate 
Taking  his  oil  company  public. 

Claytie's  comeback 

Oilman  rancher  Clayton  Williams, 
60,  is  back  at  work  after  his  unsuccess- 
ful run  for  Texas  governor  last  fall 
against  Ann  Richards.  In  mid-Octo- 
ber Williams  announced  plans  to  take 
his  oil  company,  Clayton  Williams 
Energy,  Inc.,  public.  Offering  6  mil- 
lion shares  in  an  underwriting  led  by 
PaineWebber  and  First  Boston,  he 
hopes  to  raise  up  to  $84  million,  which 
will  pay  down  the  company's  debt. 

The  prospectus  claims  the  $47  mil- 
lion (1990  sales)  Midland-based 
company  is  one  of  the  most  active — 
and  luckiest — horizontal  drillers  in 
the  country,  with  91  of  the  95  wells 
poked  in  the  last  three  years  produc- 
ing. Williams  hopes  to  drill  up  to  40 
more  wells  next  year.  However,  the 
prospectus  also  discloses  Williams  has 
lost  $1.9  million  since  1986  and  has 
had  a  working  capital  deficit  since 
1988.  In  the  first  seven  months  of 
1991  Williams  shows  a  working  capi- 
tal deficit  of  $6.7  million  but  a  profit 
of  $3.6  million,  or  46  cents  a  share. 

[fWilliams  gets  the  $14  a  share  he's 
hoping  for,  his  company  will  be  val 
ued  at  $196  million  more  than  2 
times  annualized  1991  revenues  and 
3  1  times  income.  Williams'  57%  stake 
would  be  worth  $112  million.  Thai 
would   more   than   make   up   for  the 

reported  $10  million  Claytie,  who 
was  a  Forbes  lour  I  lundied  member 
in  the  earl)  1980s,  spent  running  for 
governoi  Ci  \iki  Pool  i 


There  are  two  ways  to  look  at  top 
pop  video  star  Paula  Abdul.  Seeing 
her  live,  at  mtv's  annual  video  awards 
show  this  September,  spectators  at 
the  Universal  Amphitheater  in  Los 
Angeles  might  have  thought  Abdul, 
now  29,  appeared  a  bit  portly.  But  to 
viewers  at  home  she  was  svelteness 
incarnate.  The  word  is  that  the  former 
Los  Angeles  Lakers  cheerleader  had 
some  camera  shots  of  her  perfor- 
mance sent  through  a  video  synthe- 
sizer. If  true  (though  her  publicity 
people  deny  it),  this  would  have  en- 
abled video  technicians  to  make  the 
songstress  appear  thinner. 

Big  bucks  are  at  stake.  Abdul's 
catchy,  choreographed  videos  helped 
sell  nearly  12  million  copies  of  Forever 
Tour  Girl,  her  first  album,  released  bv 
Virgin  Records  in  1988.  Sales  of  Ab- 
dul's new  album,  Spellbound,  are  close 
to  4  million  copies  worldwide. 
Forbes  reckons  that  with  her  en- 
dorsement deals  with  L.A.  Gear  and 
Diet  Coke,  Abdul  has  pulled  in  S24 
million  in  the  past  two  years. 

If  the  digital  hocus-pocus  story  is 
true,  Abdul  may  be  on  her  way  to 
winning  an  endorsement  deal  with 
Ultra  Slimfast.       -Peter  NEWCOMB 


Pop  video  star  Paula  Abdul 

Was  she  thinned  electronically? 
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Unpleasant  experience 

Word  has  it  that  Hongkong  & 
Shanghai  Banking  Corp.  has  put  New 
York- based  Marine  Midland  Banks 
on  the  block.  That  is  no  surprise. 
Marine  Midland  earned  just  $14  mil- 
lion on  $27  billion  of  assets  in  1989;  it 
lost  $295  million  in  1990  and  anoth- 
er $109  million  in  the  first  half  of 
this  year. 

What  is  surprising  is  that  Hong- 
kong &  Shanghai  has  apparently  re- 
tained Goldman,  Sachs  to  find  a  buy- 
er. Goldman  is  the  investment  bank 
that  advised  HK&S  on  how  much  to 
pay  when  it  bought  in  from  the  public 
the  48%  of  Marine  Midland  it  didn't 
already  own  in  1987.  Goldman's  ad- 
vice: $83.51  a  share.  Just  after  the  deal 
was  struck,  the  1987  market  crash 
knocked  Marine  Midland's  price  to 
64V2.  But  the  Hong  Kong  bank  paid 
the  agreed-upon  price  in  December 
1987,  giving  the  arbs  a  nice  29% 
profit. 

If  hk&s  sells  Marine  Midland  now, 
Goldman  would  do  well  to  sell  the 
bank  at  around  book  value — about  $1 
billion,  or  $50  a  share.  If  Hongkong 
&  Shanghai  gets  that  price,  it  is  staring 
at  a  potential  $500  million  writeoffon 
its  estimated  $1.5  billion  investment, 
including  purchase  price  and  capital 
infusions.  All  in  all,  a  most  unpleasant 
experience  for  the  folks  at  Hongkong 
&  Shanghai. 

A  lift,  comrade? 

Airbus  Industrie,  the  European  civil 
aircraft  consortium,  uses  four  fat-bel- 
lied planes — called  Super  Guppies — 
to  transport  parts  of  its  planes  from 
factories  in  England,  Germany,  Italy 
and  Spain  to  Toulouse,  France,  for 
assembly.  But  the  Super  Guppies, 
modified  Boeing  piston -engined  air- 
liners, are  getting  old.  So  Airbus  plans 
to  build  a  version  of  one  of  its  jets  to 
replace  them. 

However,  Airbus  can't  wait  until 
1995  for  these  new  outsize  cargo 
planes.  It  is  in  a  boom,  especially  of  its 
new  A3 30  and  A340  airliners.  Pro- 
duction rates  are  expected  to  hit  20  to 
25  aircraft  a  month  by  1994.  So  it  has 
asked  the  Russians  how  much  it 
would  cost  to  lease  two  huge  Antonov 
An- 1 24  transports  from  the  Soviet  Air 
Force.  No  answer  so  far.  Hello?  For- 
eign Exchange  Ministry?  tm 
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The  new  Rolodex®  Electronic  Organizer 
holds  1,000  cocktail  napkins. 


What's  the  best  way  to  keep  track  of  people?  Get  a 
new  Rolodex  Electronic  Organizer.  And  leave  an 
impression  on  them.  Instead  of  on  a  cocktail  napkin. 


ROLODEX 


Available 

wherever 

office  products 

are  sold.  Our  organization  i«.  dedicated  to  yours. 
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irty  foigemaik 

Don't  be  surprised 

if  you  see  them  from 

time  to  time  at  Suzuki* 

On  management  This,  after 

all,  is  a  company  created  by  engi- 
neers* And  engineers,  as  a  rule,  are 

hands-on  people.  If  it  can  be  improved 
upon,  made  more  reliable,  more  efficient, 

more  durable,  an  engineer  will  try  to  make  it 
so.  It's  this  relentless  drive  that  has,  among  other 
H^^  things,  made  Suzuki  cars  and 

motorcycles  so  easy  to  drive 

relentlessly.  Our  sport/ 

utility  vehicles,  for 

example,  have  proven 

themselves  from  the 

isolated  backways  of 


C  \*i\  American  Sutuki  \V*>v  > 


The  Suzuki  4-door  Sidekick*  4x4. 
Always  tough  enough  to  take  on 
the  worst  roads.  Always  gentle 
enough  to  make  the  drive 
comfortable. 


Saskatchewan  to  the  broad  avenues  of  Manhattan*  Nor  is  our 
off-road  activity  confined  strictly  to  roads*  Suzuki  also  builds 

outboard  motors ,  many  of  which  have  been  known 

to  far  outlast  the  boats  they  were  built  for.  We 

build  generators.  Pumps. 

Even  lawnmower  engines. 

And  in  so  doing,  the 

engineers  at  Suzuki 

have  in  turn  engineered 

something  equally 

impressive:  Suzuki  itself. 

A  company  with  over 

12,500  employees,  nearly  50  assembly  plants,  and 
operations  in  more  than  150  countries  the  world  over.  It's 
because,  at  Suzuki,  we  aren't  afraid  to  get  our  hands  a  little  dirty. 
Especially  if  that  helps  us  do  a  better  job  of  making  things  people 
can't  wait  to  get  their  hands  on.         <^^  SUZUICI 

A  company  built  by  engineers. 


Suzuki  motorcycles.  Racing,  testing,  constantly 
improving.  No  wonder,  in  competition,  no  one 
can  touch  them. 


One  of  our  more  popular  off-road 
vehicles:  a  Suzuki  outboard  motor. 
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Commandment 

Thou 
Shalt 
Not  Pay 
Retail! 

I.ds.  Cartier 
IKK  Panlher 
Custom  Diamonds 
Retail  $17,300 
Special  $9,990 

SPECTACULAR  SAVINGS 

AT  AMERICA 'S  FOREMOST 
FINE  WA  TCH  DISCOUNTER 

Allfanwiut  brand**  including 

Role.x  •  Patek  -  Philippe  •  Audemaw 

Omega  •  dirtier  •  Ehel  •  Cbopard 

SALES  •  SERVICE  •  ACCESSORIES 
NEW  •  PRE-OWNED 

No  Sales  Tax  To  Out-Of-State  Buyers 
DIAMONDS  •  PEARLS  •  ESTATE  JEWELRY 

Call  for  Shop»At*Home*Brochure 

GRAFSTEIN  &  CO.  Estab.  1939 

National  Mail  Order  Division 

Xerox  Towers  —  7th  floor 

1851  E.  First  St.,  Santa  Ana,  CA  92705 

(714)  835-6100  •  NATIONWIDE  SERVICE 
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SANTA  ANA  •  BEV.  HILLS  •  NEW  YORK 


"EXCESS 

INVENTORY 

EDUCATES 

KIDS" 


Peter  Roskam, 
Executive  Director,  EAL 

Let  EAL  turn  your  obsolete  inventory 
into  scholarships  for  needy  kids. 

Every  year  deserving  kids  miss  the  opportu- 
nity to  attend  college  because  they  lack  the 
necessary  funds.  EAL  helps  these  kids  by 
bartering  donated  excess  corporate  inven- 
tory and  services  for  tuition  credits  with  coop- 
erating colleges  and  universities.  The  result  Is 
a  three-way  win:  the  kids  receive  a  college 
education,  the  schools  enroll  more  students, 
and  corporations  invest  in  a  qualified  future 
workforce,  generate  great  PR  and  possibly 
gain  tax  advantages 

If  you  have  excess  inventory  or  services  to 
donate  we'll  put  it  to  work  for  deserving  BtU 
dents,  colleges  and  your  compai  iy  Call  EAL 
at  (708)690-0010. 


Baby  talk 

Sir:  Re  your  article  on  adoption 
("How  much  is  that  baby  in  the 
window?1'  Oct.  14).  Private,  for-profit 
adoption  agencies  can  only  improve 
the  situation. 

I  worked  for  Planned  Parenthood 
for  almost  15  years,  and  learned  that 
there  were  few  resources  for  women 
who  might  have  chosen  to  continue 
an  unplanned  pregnancy.  I  believe  in 
a  woman's  right  to  choose;  for  choice 
to  have  any  meaning,  alternatives 
must  be  available. 

-L.A.  VlLLADSEN 

Sherman  Oaks,  Calif. 

Sir:  The  article,  states  that  only  1  in  30 
couples  who  wish  to  adopt  will  be 
successful  this  year.  It  does  not  say 
how  the  odds  improve  in  years  two 
and  three.  Adoption  is  an  emotionally 
difficult  process  involving  hard  work 
and  persistence.  Prospective  adoptive 
parents  should  not  be  discouraged. 
Of  the  seven  couples  that  we  know 
who  attempted  to  adopt,  all  have 
adopted  wonderful  babies  in  less  than 
three  years. 
-Mark  A.  Shapiro 
Baltimore,  Md. 


Sir:  The  cartoon  of  the  couple  sur- 
prised to  see  the  store  window  full  of 
babies  with  price  tags  was  disturbing 
and  in  poor  taste.  Did  you  really  think 
this  was  funny  or  in  any  way  indicam  C 
of  reality? 
Pamei  a  GrrLTN 

Mm  mi,  11  n. 


Teach  your  children 

Sir:  Thomas  Sowell  mk\  his  ilk  can 
believe    what    they    want    about    the 
cause  of  the  ills  afflicting  public  edu 
cation  (Oct.  14), but  I  can  tell  you  as  a 


teacher  of  27  years  that  the  real  culprit 
is  the  dramatically  changing  student 
population.  Schools  are  not  designed 
or  equipped  to  educate  the  likes  of 
pistol-packing  gang  members,  Third 
World  immigrants,  AiDS-infected 
youth,  homeless  children  and  drug 
addicts  on  the  unprecedented  scale 
that  currently  exists.  Teachers,  whom 
Sowell  wholesalely  slanders,  are  there 
to  teach — not  to  be  parent,  police  and 
psychiatrist. 
-Walt  Gardner 
Los  Angeles,  Calif. 

Sir:  Teaching  was  a  profession.  Now 
it's  a  union  job  with  all  of  the  union 
protection  which  shields  the  dues- 
paying  member  from  any  of  the  un- 
pleasantries  of  being  held  accountable 
for  quantity  or  quality'  of  production. 
-Joyce  Bates 
Jacksonville,  Fla. 

Sir:  Distinguish  between  classroom 
teachers  and  those  who  don't  deal 
directly  with  children,  "the  education 
establishment."  Teachers  don't  have 
enough  power  to  be  responsible  for 
the  output  of  the  education  factory. 
The  education  establishment  is  in  full 
control.  Any  raiders  around?  There 
has  never  been  a  corporation  this  fat, 
dumb  and  happy  .  .  .  and  so  richly 
deserving  of  a  wake -up  call. 
-Daniel  Reilly 
Los  Angeles,  Calif. 

Sir:  The  education  issue  is  a  moral 
problem.  Respect  for  authority  in  our 
schools  has  literally  been  thrown  out 
the  window.  Teachers  are  no  longer 
allowed  to  punish  unruly  students 
because  of  threats  o\  lawsuits  As  a 
nation,  we  are  more  concerned  over 
protecting  individual  rights  than  WC 
are  about  doing  what's  right. 

-David  Esi  s 

Harrison,  bid. 

A  question  of  self-esteem 

Sir:  As  founder  ,\nd  director  of  The 
Mirnian  School  for  Gifted  Children.  1 
must  differ  with  several  points  made 
in  your  article  "Spare  the  prod,  spoil 
the  child"  (Oct,  14]  There  are  ways  of 
providing  constructive  criticisin  with 
out  attacking  a  person  .\nd  telling  her 
that  "her  writing  sounds  stupid.*1 
Self  esteem  is  )ust  as  important  for  the 

Forbes  ■  November  1 1.  1°^1 


%, 


gifted  child  as  for  all  of  us,  and  no  one 
at  Johns  Hopkins  Center  for  Talented 
Youth  or  at  The  Mirman  School  is 
going  to  attack  it  in  the  manner  de- 
scribed in  your  article. 
-Norman  J.  Mirman 
Los  Angeles,  Calif. 

Sir:  I  am  1 5  years  old  and  have  partici- 
pated in  Johns  Hopkins  University's 
cty  program  for  three  summers.  I  am 
afraid  that  your  article  might  scare  off 
potential  CTYers.  The  faculty  set  high 
standards  for  us  but  were  supportive, 
and  I  can  assure  you  my  self-esteem 
was  never  "bashed." 
-Jill  Smith 
Suffern,  N.T. 

San  Francisco 

Sir:  Re  your  article  on  San  Francisco 
("Self-destructive  lunacy,"  Sept.  2). 
The  general  assistance  relief  program 
for  the  homeless  is  mandated  by  the 
state  of  California.  Every  county  must 
provide  it. 
-Minnie  Tabet 
San  Francisco,  Calif. 

Gamelot  myth 

Sir:  I  find  it  difficult  to  accept  your 
comment  that  "the  deflation  has  been 
overdone,"  with  regard  to  Thomas  C. 
Reeves'  A  Question  ofCharacter  (Fact 
and  Comment,  Oct.  14).  The  degree 
to  which  John  F.  Kennedy  debased 
the  presidency  was  truly  an  American 
tragedy  particularly  because  of  the 
popularity  and  temporal  esteem 
which  he  enjoyed. 
-Gary  R.  Forsberg 
Lake  Mary,  Fla. 

Pearls  of  wisdom 

Sir:  Many  consumer  goods  manufac- 
turers have  compromised  their  stan- 
dards of  quality  in  pursuit  of  higher 
sales  volume  ("Faded  luster,"  Sept. 
16).  Mikimoto  has  stood  tall  as  one  of 
a  shrinking  minority  who  have  stead- 
fastly maintained  a  level  of  quality  that 
provides  pleasure  and  pride  of  owner- 
ship that  is  fresh,  inspiring  and  all  too 
infrequently  seen  these  days. 
-Jim  C.  Clark 
President 
B.C.  Clark 
Oklahoma  City,  Okla. 
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COURTNEY  GIBBS  REGISTERS  HERE. 


I-'ORMKR  MISS  I  ISA,  GONE  HOLLYWOOD. 


She's  no  runner-up, 

so  it's  Registry.  No  contest. 


REGISTER 

^H^els&BesortS" 

For  Reservations: 
1-800-247-9810 


Scottsdale       Naples       Tampa/ St.  Petersburg  Beach       Charlotte       Minneapolis 


A  WORLD  OF  OPPORTUNITY 


LEXINGTON 
WORLDWIDE 
EMERGING 
MARKETS  FUND 

The  Fund  invests  in  equity  securities  of  companies  domiciled  in, 
or  doing  business  in,  emerging  countries  and  emerging  markets. 
Participate  in  the  growth  potential  of  some  of  the  world's  fastest 
growing  markets  the  no-load  way. 

■  No-Load    ■  Internationally  Diversified  Growth  Opportunities 
■  Free  Telephone  Exchange    ■  $1,000  Minimum  Investment 

FOR  YOUR  FREE  INVESTOR  KIT  CALL 

1-800-526-0057 

LEXINGTON  FUNDS 
DISTRIBUTOR.  INC,  Distibutor 

The  investor  kit  includes  a  prospectus  and  more  complete 

H  _^^^  __ ^  information,  including  management  fee  and  expenses. 

^t?  VTTMCVTON  Read  ■'  carefully  before  investing  or  sending  money. 

. . .  because  the  first  thing  your  money  should  do  is  last. 


CORUM'  Romulus*  Watch, 
rounding  the  dial,  a  bezel  of  hand- 
carved  Roman  numerals  defines  simplicity. 
Solid  18  karat  gold  with  crocodile  strap 
Swiss  crafted.  Water-resistant 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


TWO  SWEETENERS 


to  make  a  capital  gains  tax  cut  proposal  more  palatable 
politically:  First,  agree  that  if  capital  gains  receipts  fall  below 
current  levels  after  three  years, 
income  tax  rates  for  high  income 
earners  would  go  up  to  35%.  Rev- 
enues, of  course,  will  exceed  ex- 
pectations. Second,  combine  the 
reduction  with  a  bill  extending 
unemployment  benefits.  The  pas- 
sage of  one  would  sharply  reduce  the  cost  of  the  other. 
Further  interest  rate  reductions  will  do  litde  to  get  the 
economy  moving.  A  sizable  tax  cut,  particularly  of  capital 


Renewed  Republican  Call 
For  Tax  Cut  Is  Led  by  Bush 


gains,  is  needed — and  fast.  Otherwise,  1992's  growth  will 
be  anemic,  and  the  U.S.  will  be  experiencing  its  most 

stagnant  economy  since  the 
1930s.  We  have  had  litde  overall 
expansion  since  1988. 

The  White  House  could  com- 
bine a  meaningful  capital  gains 
reform  with  big  boosts  in  ex- 
emptions for  children,  reduc- 
tions in  the  Social  Security  levy  and  new  IRA  incentives. 
Why  not  confound  Democrats  by  pilfering  their  (occa- 
sionally) sensible  notions? 


-NEW  YORK  TIMES 


GREAT  JUSTICE— AND  MENTOR 


The  courageous  way  Clarence  Thomas  turned  back 
that  McCarthyesque  attack  on  his  character  demon- 
strates why  he  will  be  a  forceful  figure  on  the  High 
Court.  It  also  shows  he  will  be  something  more. 

What  will  make  him  especially  potent  e  __ ^^_^^^_ 
in  American  life  are  the  values  by  which 
he  is  guided.  Many  people  in  positions 
of  responsibility  have  no  sense  of  direc- 
tion, no  philosophy  or  compass  to  steer 
them.  They  become  prisoners  of  their 
"in"  boxes,  reacting  to  events  and  to 
agendas  of  others. 

Thomas  knows  instinctively  how  vital 
family,  self-discipline,  education,  grit 
and  religious  faith  are  to  pulling  oneself 
out  of  poverty.  That's  why,  years  ago,  he 
was  attracted  to  Malcolm  X's  self-help 


Malcolm  X:  Don't  rely  on  white 
people's  handouts. 


philosophy.  The  testimony  of  his  office  colleagues  when  he 
worked  in  the  federal  government  shows  that  he  is  also  a 
sharer  and  teacher  who  wants  to  bring  others  along.  He 
will  be  an  active  encourager,  an  inspirer  for  those  desperate - 
^^^^^^^_  ly  trying  to  find  a  way  out  of  the  under- 
class in  our  inner  cities  and  elsewhere.  He 
will  unhesitatingly  finger  obstacles  for 
those  imprisoned  in  poverty,  including 
bad  schools  and  punitive,  destructive 
welfare  rules  that  break  up  families  and 
punish  those  who  try  to  get  ahead. 

Thomas'  Court  career  will  positively 
impact  American  jurisprudence.  But  his 
most  memorable  milestone  will  be  how 
he  motivates  millions  of  Americans  to 
succeed  on  a  scale  social  policy  experts 
now  deem  impossible. 


DIVERSE  PATHS  TO  PROSPERITY 


Taiwan,  Hong  Kong  and  Singapore  are  linked  together 
(along  with  South  Korea)  as  extraordinary  economic 
growth  stories.  What  is  almost  as  intriguing  to  this  recent 
visitor  is  how  differently  each  of  these  societies  achieves 
its  astonishing  success. 

Hong  Kong  is  the  paradigm  of  a  laissez-faire,  almost- 
any thing- goes  economy.  There  are  few  tariffs  or  trade 
barriers.  Taxes  are  a  maximum  15%  on  salaries;  the 
corporate  rate  is  a  flat  16.5%.  The  pulse  of  energy  is 
palpable.  You  sometimes  hear  the  saying  that  "They  [the 
Hong  Kong  Chinese]  have  hearts  of  cash  registers." 

People  have  no  hesitation  about  starting  businesses. 


There  is  no  shame  in  failing;  you  simply  try  again. 
Businesses  are  nimble:  When  rising  wages  made  much  of 
manufacturing  noncompetitive,  companies  rapidly  set  up 
facilities  in  neighboring  Guangdong  province  in  China. 
Despite  the  brain  drain  and  the  flight  of  capital  to  Canada 
and  elsewhere  (because  of  fears  of  Beijing's  1997  take- 
over), and  despite  Beijing's  increasingly  heavy-handed 
interference  in  the  colony's  governance,  Hong  Kong 
continues  to  grow. 

Singapore's  character  contrasts  sharply  with  that  of 
Hong  Kong,  yet  its  economy  surges.  Business  startups  are 
far  fewer;  there  is  a  stigma  attached  to  failing.  In  trade 
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Singapore  is  wide  open  a  la  Hong  Kong,  but  the  govern- 
ment plays  a  much  more  decisive  role  in  the  economy. 
Considerable  activity  is  spurred  or  controlled  by  the 
Economic     Development     Board.  - 

There  are  many  government-con- 
trolled companies  in  this  relatively 
small  economy,  but  they  are  well 
run.  Singapore  Airlines,  for  exam- 
ple, has  the  best  return  on  equity  of 
just  about  any  carrier  in  the  world. 
In  fact,  publicly  held  shares  of  many 
of  these  corporations  trade  at  a  pre- 
mium to  those  with  no  government 
involvement. 

Singapore  has  extensive,  popular, 
public  housing  programs.  Personal 
taxes,  including  mandatory  contri- 
butions to  the  social  security  sys- 
tem, reach  a  maximum  of  around 
45%,  higher  than  most  in  the  U.S. 
(You  can  draw  out  social  security 
payments  before  retirement  to  buy 
a  home.)  The  average  individual  in  Singapore  lives  better 
than  his  counterpart  in  Japan  even  though  Japan's  GNP 
per  capita  is  100%  higher.  Japanese  executives  stationed 
here  hate  to  return  home:  Food  is  cheaper,  housing  is 
better,  the  traffic  less  dense  than  in  Tokyo.  The  Singapore 
boom  comes  in  the  face  of  defense  spending  that  is 


Asian  Tigers  (yellow);  areas  under  development  (red) 


proportionately  higher  than  our  own. 

Taiwan  is  the  Asian  version  of  Italy.  There  are  numerous 
restrictions  on  setting  up  businesses.  Entrepreneurs  ignore 
them;  the  government  turns  a  blind 
eye.  Taiwanese  businesses  are  pro- 
hibited from  dealing  directly  with 
mainland  China;  their  investing  and 
trading  is  tunneled  through  Hong 
Kong.  The  government  doesn't 
mind  this  seeming  evasion  at  all  and 
will  give  you  statistics  on  the  volume 
of  activity.  The  art  of  tax  avoidance 
here  would  make  the  Italians  and 
French  look  like  finger- painters.  Ex- 
perts estimate  that  30%  to  40%  of  the 
economy  is  informal. 

The  Chinese  saying,  "Better  to 
be  the  head  of  a  chicken  than  the 
tail  of  an  ox,"  is  widely  held  to  be 
true.  People  would  rather  head  a 
small  business  than  work  at  a  high 
level  in  a  large  company. 
The  vitality  of  Hong  Kong,  Singapore  and  Taiwan  is 
stronger  than  ever.  Lastyear  after  a  giddy,  1920s-style  rise, 
Taiwan's  stock  market  collapsed,  losing  80%  of  its  value .  Ye  t 
the  economy  still  grew  5%.  All  three  countries  are  investing 
heavily  outside  their  borders,  particularly  in  China,  Malay- 
sia, Thailand  and  Indonesia. 


UNNECESSARY  CRISIS 


The  stunning  pullout  of  Allstate  from  New  Jersey  last 
summer  underscores  the  severity  of  the  auto  insurance 
crisis  a  growing  number  of  states  are  experiencing.  Drivers 
are  being  hit  by  rapidly  rising  prices,  and  companies  are 
making  little  or  no  money.  The  problem  is  easily  solved. 

New  Jersey  and  others  should  look  at  Illinois,  where 
there  are  no  price  controls  and  where  companies  are  free 
to  enter  and  leave  that  market.  Premiums  there  are  lower 
than  in  most  other  states.  The  open  market  attracts 
considerable  competition. 

States  should  also  adopt  sensible  capital  standards  for 
underwriters  and  then  scrap  most  regulations  that  dictate 

STALE 

The  March  of  the  Millennia — by  Isaac  Asimov  with 
Frank  White  (Walker  &  Co.,  $18.95).  Asimov's  prolific 
output  of  books  (over  400)  periodically  pro- 
duces a  pallid  potboiler.  This  is  one  of  them. 
He  and  assistant  White  rapidly  run  through 
nearly  10,000  years  of  human  history,  ostensi- 
bly to  give  us  a  better  fed  for  what  lies  ahead, 
since  we  are  fast  approaching  the  21st  century. 

The  survey  bogs  down  in  trying  to  cover  all 
those  tribes  and  empires  that  once  mattered  a 
lew  millennia  ago,  although  one  docs  stumble 
across  interesting  information,  such  as  the  ori- 
gin of  dogs. 

Author  Asimov's  forecasts  lor  the  future  have 
the  musty  flavor  of  the   1960s:  We'll  colonize  planets; 
we're  running  out  of  food;  there  are  too  main  people; 
there's  a  battle  brewing  between  the  haves  .\n<\  have  nots; 


what  auto  insurance  policies  must  include.  The  insurance 
industry  has  devised  a  model  policy  for  California  that 
covers  medical  costs  and  lost  wages  for  a  premium  of  S230 
per  year.  (State  regulators  won't  go  along. )  If  a  buyer  wants 
more,  he  or  she  pays  extra,  but  it  is  an  individual  decision. 
The  most  difficult  reform  is  curbing  lawsuits,  which 
needlessly  add  enormous  expense.  One  old  idea  the  trial 
lawyers  always  fight  ferociously:  Accident  victims  could 
sue  for  damages  only  if  they  have  sustained  serious  injury. 
If  not  seriously  injured,  they  would  be  reimbursed  just  for 
medical  and  rehabilitation  expenses  and  lost  income. 
Such  a  genuine  no-fault  system  would  slash  premiums. 

STUFF 

we  need  world  government.  Asimo\  misses  the  point  that 
computers  are  undermining  centralized  authority;  he 

ignores  the  implications  for  the  world's  well 
being  from   the   Pacific   Rim   bcx>m   m\c\   the 
about-to-be  boom  of  Latin  America.  Nor  is  the 
world  going  to  run  out  of  oil  M\d  natural  gas  m 
the  next  decade  Of  so,  as  he  predicts.  The  book 
is  riddled  with  errors:  Jctfcrson  purchased  the 
1  ouisiana    lcrritory   from   France,   not   Spain, 
India  annexed  Goa  in  lc)ol,  not   1955;  lapan 
invaded  Manchuria  in  1931,  not  1930,  etc 
Excerpt:  Some  time  before  800  B.C.,   In. 
matliemattcians  firs:  rc.i.m  to  use  a  jywfc 
zero,  an  intellectual  advance  of  tremendous  im- 
portance.  One  didn't  need  sp  >nbols  for  tens  and 
hundreds.  Positional  notation  >. 
simplifying  arithmetical  computation.  ■■ 
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anasonic  brings  you  a 

complete  communications 

center  for  the  home  office. 

Every  time  you  miss  a  call,  miss 
a  fax  or  miss  a  message,  you  may 
be  missing  an  opportunity.  That's 
why  Panasonic  offers  an  auto- 
mated communications  center 
specially  designed  for  home 
offices  and  small  businesses. 
The  Panasonic  KX-F90.  This 
sophisticated  system  knows  when 
an  incoming  call  is  a  phone  call  or 
a  fax  and  automatically  switches 
the  proper  function.  Which 
means  it  can  handle  all 
your  calls,  messages 
or  faxes  with  just  one 
phone  line. 

With  its  automatic 
paper  cutter  and  a 
10-page  docu- 
ment feeder,  you 
don't  have  to  stay  in 
the  room  to  send  or 
receive  faxes.  And  since  it 
can  produce  16  shades  of  grey, 
your  faxes  will  have  excellent 
reproduction  of  charts,  graphs 
and  photographs. 

And  its  phone  system  and  built- 
in  answering  machine  has  what 
every  business  person  needs- 
Privacy  Ring.  It  lets  you  know  if 
a  call  is  important  before  you 
answer  it. 

Today  opportunity  doesn't  knock. 
And  it  can  slip  through  your  fingers 
if  you  don't  get  the  Panasonic 
KX-F90  communications  center.  ■ 
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Panasonic 

just  slightly  ahead  of  our  time. 


"Either  you  shape  the  future, 
or  the  future  shapes  you." 


"Change  or  be  changed.  Act  or  be  acted 
upon.  Your  success  depends  upon  which  you 
choose. That's  why  we  are  continuing  a  course 
of  successfully  managed  change,  transform- 
ing the  old  Greyhound  Corporation  into  an 
even  more  dynamic  new  business  force:  The 
Dial  Corp!  We  divested  11  less  profitable  sub- 


sidiaries, totaling  almost  $3  billion  in  revenu 
We've  acquired  new  companies  with  yeai 
revenues  of  $1.4  billion  with  excellent  grow 
and  profit  potential.  The  result  is  a  strong,  c 
sumer-oriented.  multiservice  corporation, 
short,  we've  repositioned  ourselves  to  lead 
way  in  consumer  products  services  transp 
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fc>n  manufacturing  and  financial  services, 
cause  at  The  Dial  Corp,  we  not  only  have  a 
ion  of  the  future,  we  also  have  the  will  and 
)  ways  to  shape  it." 


n  W  Teets,  Chairman,  President 
Chief  Executive  Officer 


The  Dial  Corp 

Profit  Through  Leadership 
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Other  Comments 


Theirs  to  Use 

It  became  clear  that  even  among  the 
powerful  policy  makers  there  was  no 
unity  about  what  to  do  with  the  Am- 
azon— except  the  conclusion  that  it 
cannot  be  left  alone.  The  most  objec- 
tive officials  bristled  at  the  suggestion 
of  foreign  environmentalists  that 
most  of  the  Amazon  should  be  pre- 
served for  further  study.  "Imposs- 
ible, "  said  one  top  Foreign  Ministry 
official  with  a  shrug.  "It  is  half  of  our 
country.  Do  you  honesdy  think  we 
could  leave  it  alone  as  some  nature 
park  for  the  rest  of  the  world?" 
-Amazon,  Brian  Kelly 
and  Mark  London 

When  Is  a  Deer  a  Deer? 

People  with  party  connections  say 
the  failure  of  the  hard-liners  in  die 
Soviet  Union  has  served  to  heighten 
the  post-Tiananmen  paranoia  of 
China's  leaders.  A  well-connected 
party  historian  says  Chinese  leaders 
were  frightened  by  the  fact  that  the 
Soviet  plotters  all  had  been  hand- 
picked  for  their  posts  by  President 
Gorbachev.  After  the  coup  failed, 
China's  leaders  launched  a  campaign 
to  test  the  loyalty  of  senior  cadres. 
When  asked  what  kind  of  test  is 
involved,  the  historian  throws  his 
hands  in  the  air  and  bursts  into  loud 
laughter.   "They're   being  told  to 


point  at  a  deer  and  call  it  a  horse,"  he 
says.  His  allusion  is  to  a  Chinese 
parable  about  a  Qin  Dynasty  prime 
minister  two  millennia  ago  who  test- 
ed the  loyalty  of  subordinates  by 
showing  them  a  deer  and  calling  it  a 
horse.  Anybody  who  called  the  deer 
a  deer  was  put  to  death. 
-Wall  Street  Journal, 
lames  McGregor 

Doctor  Snooze 

National  Security  Adviser  Brent 
Scowcroft  is  notorious  for  his  worka- 
holism  and  takes  a  lot  of  good-na- 
tured ribbing  from  colleagues  about 
his  ability  to  fall  asleep  at  any  time, 
anywhere.  "I  watched  him  one  time 
take  a  nap  standing  up.  It  was  at  a 
commencement  exercise.  He  leaned 
against  a  wall  and  nodded  off  behind 
the  stage,"  recalls  Sig  Rogich,  Bush's 
special  events  coordinator. 
-USA  Today,  Jessica  Lee 

Two  Cultures  in  One 

An  American  and  a  German  corpora- 
tion are  each  seeking  to  expand  into 
Korea.  The  German  corporation  en- 
gages in  an  extensive  search  for  an 
executive  who  speaks  German  and 
Korean  and  knows  both  cultures.  It  is 
a  long  search,  not  entirely  successful. 
As  the  American  firm  engages  in  a 
similar  search,  a  young  man  walks  in 


2$ 


seeking  a  job.  He  has  graduated  from 
a  prestigious  American  university 
with  top  grades,  has  shown  himself  to 
be  a  diligent  worker,  loves  golf,  speaks 
perfect  English,  can  tell  you  why  the 
Redskins  are  really  the  best  team  in 
the  NFL,  has  Korean  parents  and 
speaks  perfect  Korean.  Demographics 
influence  commerce. 
-Ben  Wattenberg, 
The  First  Universal  Nation 


If  you  didn't  like  '88, 
you're  going  to  hate  '92. 

-Roger  Ailes, 
Bush  campaign  aide,  in  a 
presidential -election  semi- 
nar at  the  Kenned)  School 
of  Government,  Dec.  1988 

Super  Seamanship 

By  3000  B.C.  the  Sumerians  were 
using  oars  to  drive  a  boat  against  the 
current By  1000  B.C.  die  Poly- 
nesians had  colonized  all  the  far- 
flung  bits  of  land  in  the  Pacific.  They 
traveled  thousands  of  miles  in  their 
small  boats,  a  feat  of  seamanship  that, 
given  their  level  of  technology,  was 
the  most  remarkable  the  world 
would  ever  see. 
-Tfje  March  of  the  Millennia, 
Isaac  A'simov  and  Frank  White 

A  Real  Live  Red 

WHEN  WE  started   KB  I. A  as  an  all 
business    news    radio    station     - 
months  ago,  we  fullv  expected  to  be 
bombarded  by  press  releases  from 
publicists.  We  were  right.  But  the 
strangest  is  the  pitch  from  the  Com 
munist  Party,  which  keeps  coming, 
urging  us  to  have  a  "real  live  com 
munist"  who  will  help  our  pho: 
ring  like  crazy.  I  called  and  was  told 
that  Cms  Hall  would  be  available  to 
Ao  the  show  .  1  said  1  thought  he  mu\ 
the  party  were  <.k\\d    I  was  assured 
both  are  alive  >\nA  well   Isn't  it  great 
to  live  in  one  of  the  last  countries  in 
the  world  to  have  a  communist  par 
ty! 

i        CK     \sii\iw.   business   edit. 

KB!  A.  1  os  Angeles  ■ 

Fortx  -  ■  N  member  11.  l°°l 


Do  your  assets  belong  at  J.E  Morgan? 

For  more  than  150  years,  we  have  protected  and  helped 
to  grow  the  wealth  and  holdings  of  privately  held 
companies  and  individuals  who  demand  the  level  of 
trust  found  at  J. P  Morgan. 

The  security  of  our  clients'  assets  is  supported  by  the 
integrity  of  our  people,  the  quality  of  our  advice,  and 
the  capital  strength  of  our  firm. 

For  information  on  private  banking  for  assets  of 

$5  million  or  more,  contact  George  W  Rowe,  President, 

J.P  Morgan  California. 

In  Los  Angeles:  444  S.  Flower  Street,  (213)  489-9310 
In  San  Francisco:  101  California  Street,  (415)954-3200 

Private  Banking  in  California 


J  P  Morgan 


Private  banking  locations  in  New  York,  Wilmington,  Del.,  Palm  Beach, 
I  .<»  \ngeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid.  Milan. 
Nassau,  Pari>.  Geneva,  Zurich,  I  long  Kong.  Singapore,  and  Tokyo 


©  1W1  J.R  Morgan  &c  Co.  Incorporated,  parent  of  Morgan  Cuaranl)  I  m>i  Compan) 
(Member  I  l)l<  i  and  other  J.R  Morgan  subsidiaries 


A  substance  abuse 

program  at  work 

can  save  employers 

money  on  insurance. 


It  can  also 
save  employees. 
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It  costs  more  to  replace  an  employee  than 
it  does  to  rehabilitate  one.  A  substance 
abuse  program  at  work  may  also  reduce 
accidents  and  insurance  premiums.  Best 
of  all,  it  can  help  you  keep  those  people 
you  wouldn't  give  up  for  anything.  If  you'd 
like  us  to  send  some  helpful  guidelines  for 
setting  up  a  substance  abuse  program  at 
your  company,  write:  Fighting  Substance 
Abuse  at  Work,  RO.  Box  303,  WT 
Hartford,  Connecticut  06141. 
Aetna.  A  policy  to  do  more. 


©  1991  Aetna  Life  and  Casualty  Company 
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ou  may  have  to  find  a  new 
breed  of  chauffeur. 
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True,  the  Turbo  R owner  Is  driven.  But  not  by 
a  chauffeur.  By  a  need— to  excel.  \\  Inch  explains  his 
choice  of  motor  car.  The  one  AutoCar  be  Motor  calls 
"an  outrageous  concoction  of  sledgehammer  perfor- 
mance and  sybaritic  luxury.'' 

Sledgehammer  performance,  in  Bentley,  terms, 
means  a  turbocharged  6.75     - 
liter  IS  whose  Herculean 
torque  makes  turbo  lag  obsolete.  In 
means  5300  pounds  oj  steel  scui 


True,  the  Turbo  R  owner  is  driven.  But  not  by       sprinting  from  rest  to  00  m.p.h.  in  but  6.  S  seconds, 
hauffeur.  By  a  need— to  excel.  \\  Inch  explains  his  S\  bolide  luxun :  means  i  on  hxif  along  at  wi- 

nce of  motor  car.  The  one  AutoCar  be  Motor  calls  mentionable  speeds  in  a  coach  that  takes  Rolls-Howe 
n  outrageous  concoction  of  sledgehammer  perfor-  Motor  Cars  100  davs  to  hand-build.  Atop  a  SMSpetb 
nice  and  sybaritic  luxury.''  sion  that  follows  \i>ur  even-  whim.  In  a  cabin  with 

Sledgehammer  performance,  in  Bentle\Jerms,        enough  (  onnolly hide to  carpet  a  10  ft.  by  26 ft  nn>m. 

*-  Lacking  nice  track 

experience,   umr  chauffeur, 
at  least,   should  hair  a  pilot's 
license.  Call  1-313-3504500. 

e  Bentley  Turbo  R? 

©  Rotts-Kovre  Motor  ('urs  Inc..  Iuul    1 1»  n.uiu-  "Brittle^     timl     lml>«>  K."  ami  ihv  bmipr  .m.l  radi«ioi  piHr  in-  rrpMrtrd  ir.i.l«m.irk» 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


THE  PRESIDENT'S  ARMS  REDUCTION  PROPOSAL 


President  Bush's  dramatic  proposal  for  reduction  of 
nuclear  arms  stems  from  very  good  motives,  and  it  is 
possible  that  it  will  bring  further  welcome  reductions  in 
the  nuclear  threat  to  the  world.  But  it  is  also  possible  that 
some  undesirable  results  could  occur,  not  sojnuch  be- 
cause of  any  particular  flaws  in  the  President's  proposal, 
but  because  of  conditions  in  the  Soviet  Union. 

The  proposal  assumes  that  there  is  a  Soviet  central 
government  capable  of  carrying  out  arms  reduction  pro- 
posals and  of  enforcing  them  as  far  into  the  future  as  any 
U.S.  decision  can  be  enforced.  Although  it  is  not  stated  in 
the  proposal,  the  assumptions  have 
to  be  that  there  would  be  some  thor- 
oughly reliable  means  of  verifying 
compliance  by  the  Soviets.  The  prob- 
lem is,  there  is  no  such  entity  today  in 
what  was  formerly  the  U.S.S.R. 

The  ecstatic  reception  in  the  West 
to  Gorbachev's  response  that  he,  too, 
would  eliminate  nuclear  artillery  and 
nuclear  tactical  weapons,  that  he 
would  take  his  strategic  bombers  off 
alert,  and  that  he  would  stop  the 
development  of  short-range  air-to- 
ground  missiles  and  mobile  air- 
to-ground  missile  systems  remains  as  puzzling  as  the 
West's  continued  enchantment  with  Gorbachev. 

We  cannot  seem  to  realize  that  he  is  a  man  who  has  only 
a  hollow  title  left,  and  that  he  cannot  commit  or  compel 
anything  in  whatever  may  be  left  of  the  Soviet  Union,  let 
alone  any  of  the  separate  Republics.  In  a  cleverly  worded 
preface  to  his  statement,  Gorbachev  attempted  to  convey 
the  idea  that  President  Yeltsin  of  the  Russian  Republic  was 
in  full  agreement,  but  a  careful  reading  disclosed  some- 
thing far  less  than  that.  In  fact,  Gorbachev's  position  is  so 
equivocal  and  his  authority  so  weak  and  limited,  it  is  as  if 
the  Dalai  Lama  endorsed  the  President's  proposals  and  we 
all  concluded  happily  that  they  were  thus  in  effect. 

As  for  the  actual  proposals  themselves,  aside  from  the 
question  of  whether  there  is  anyone  in  existence  who  can 
enforce  them,  they  contain  many  good  points. 

The  critical  question  for  any  arms  reduction  proposal  is 
"What's  left?"  Is  there  enough  left  to  insure  an  effective 
deterrent  to  any  attack  upon  the  U.S.  and  our  allies  from 
any  quarter?  That  deterrence  is  the  minimum  that  we  can 


Naval  cruise  missile:  On  the  way  out? 


seek  and  the  limit  on  the  maximum  that  we  can  offer 
because  our  own  security  and  that  of  our  allies  must 
always  come  first. 

Thus,  if  we  do  indeed  give  up  tactical  battlefield  nucle- 
ar weapons,  we  must  make  sure  that  no  one  can  use  them 
against  us,  so  we  must  ask  what  the  Soviets  will  have  left. 
Assuming  that  Gorbachev's  and  the  U.S.'  proposals  are 
carried  out,  the  Soviets  will  still  have  substantially  more 
nuclear  warheads.  Both  sides  will  have  fewer  alert  strate- 
gic forces  (if  the  Soviets  or  some  of  the  individual  Repub- 
lics or  somebody  actually  stood  them  down). 

There  are  uncertainties  about  giv- 
ing up  sea-launched  nuclear  cruise 
missiles  as  we  have  proposed  because 
these  are  among  our  most  accurate 
and  survivable  weapons  systems. 
There  is  also  some  concern  about 
giving  up  or  weakening  our  airborne 
weapons  modernization  because  that 
is  a  critical  part  of  the  "what's  left" 
arsenal  needed  for  continued  effec- 
tive deterrence  against  anyone,  not 
just  the  former  Soviet  Union. 

It  is  frequendy  forgotten  that  the 
President  also  called  for  continued 
support  for  programs — for  the  B-2,  for  the  deployment  of 
an  effective  SDI,  and  for  modernization  of  our  nuclear 
weapons  capabilities.  These  latter  requirements  are  fre- 
quendy ignored  by  those  who  say  the  President's  propos- 
als are  fine  but  we  must  go  further.  These  are  people  who 
ignore  the  deep  cuts  already  made  in  the  defense  budget. 
Some  of  the  unilateral  steps  the  President  has  proposed, 
such  as  accelerating  the  timetable  set  forth  in  the  as  yet 
unverified  START  agreement,  are  not  particularly  worri- 
some and  could  be  beneficial  if,  but  only  if,  we  have 
assurances  that  the  Gorbachev  proposals  will  actually  be 
carried  out.  The  absence  of  any  entity  in  what  was  formerly 
the  Soviet  Union  that  can  authoritatively  consent  to  these 
proposals  makes  it  essential  that  we  wait  until  we  know 
who  will  control  military  weapons  in  each  of  the  Republics. 
The  U.S.  does  not  need  a  new  central  authority  in  the 
Soviet  Union  to  deal  with  problems.  Indeed  it  could  be 
easier  in  all  ways  for  us  to  work,  now  and  in  the  future,  with 
a  few  smaller,  independent  and  less  militarily  strong  units 
in  the  lands  that  used  to  make  up  the  Soviet  Union.     H 
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delco  electronics 
Gives  mxi  a  Safer,  more  Secure  place 

TOKEEPteVAlMES. 


Head-Up  Display  Instrumentation 

Lets  you  see  how  fast  you're  going, 
while  keeping  your  eyes  on  the  road. 


Air  Bags 

Of  all  the  features  we  help  provide,  this 
is  one  we  hope  you'll  never  need. 


PASS-Key*  Security  System 

Reduces  auto  theft  and  helps  lower 
insurance  premiums. 


At  Delco  Electronics,  we  don't  just  design  electronic 
products  for  Geos,  Chevrolets,  Pontiacs,  Oldsmobiles, 
Buicks,  and  Cadillacs. 

We  like  to  think  we're  also  helping  to  bring  you 
peace  of  mind. 


By  making  the  family  car  a  safer,  more  secure  place 
for  families.  After  all,  we  know  just  what  kind  of  valuables 
you  put  into  it. 

Delco  Electronics-driving  the  world  in  automotive 
technology. 


Delco  Electronic 
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Some  fresh  air  on  capital  gains 


In  the  "Propose  a  tax  break,  buy  a  vote" 
frenzy  now  under  way  in  Washington,  a  cut  in 
capital  gains  taxes  is  back  on  the  agenda.  Sort 
of.  Many  Democrats  class  it  as  a  giveaway  to  the 
rich,  choosing  to  ignore  the  evidence  that  a 
capital  gains  tax  cut  would  be  a  powerful  genera- 
tor of  new  enterprises  and  jobs.  Many  Republi- 
cans shy  away  from  pushing  a  gains  cut  too  hard 
because  Congress'  scorekeepers  have  insisted  a 
cut  would  lose  money,  and  under  today's  budget 
rules  the  lost  money  has  to  be  recouped — most 
likely  from  higher  taxes  on  the  "rich."  Last  year, 
when  President  Bush  proposed  excluding  30% 
of  gains  on  assets  held  more  than  three  years  from 
taxes,  the  Congressional  Budget  Office  esti- 
mated it  would  cost  the  U.S.  Treasury  around 
$12  billion  over  five  years. 

But  now  a  little  -noticed  report  from  the 
CBO  says  there  is  a  way  to  cut  gains  taxes  that 
might  well  raise,  not  cost,  revenues  in  the 
short  term.  "If  this  report  had  come  out  before 
the  1990  budget  summit,  we'd  have  a  capital 
gains  tax  cut  now,"  says  John  Wilkins,  a  partner 
in  Coopers  &  Lybrand's  Washington  office. 

The  trick,  the  CBO  says,  is  to  make  the  cut 
apply  to  only  future,  not  past,  investments.  This 


would  spur  new  investment  without  costing 
the  Treasury  a  dime  in  taxes  it  is  already  owed. 
Of  course,  it  would  do  nothing  for  the  econo- 
my if  taxpayers  dumped  solid  old  investments 
simply  for  tax  reasons.  So  the  CBO  suggests 
giving  holders  of  old  assets  the  option  of  paying 
capital  gains  taxes  now  on  their  unrealized 
gains  at  the  old  rate,  which  is  supposedly  capped 
at  28%  but  can  actually  run  30%  or  more. 

Why  would  anyone  volunteer  to  pay  a  tax 
on  capital  now,  when  they  can  defer  it?  Because  if 
an  asset  holder  did  take  this  option,  subsequent 
gains  on  the  asset  would  be  taxed  at  the  new, 
lower  rate.  Depending  on  the  new  rate  (most 
people  think  20%  is  the  lowest  it  would  go)  and 
on  the  time  value  of  money,  this  option  might 
well  make  sense  for  any  asset  that  could  be  ex- 
pected to  appreciate  rapidly  in  the  years  ahead. 

The  CBO  study  warns,  however,  that  this 
plan  will  raise  money  in  the  short  term  only  if 
investors  believe  the  government  has  lowered 
the  gains  rate  for  a  good  long  time.  It  makes  no 
sense  to  mark  an  asset  to  market  and  pay  out 
real  money  in  gains  tax  now  to  get  in  on  a  new 
lower  rate,  if  that  rate  might  soon  be  jacked  up 
again  by  Congress.  -Janet  Novack 


Competition  policy  needs  an  overhaul 


Take  two  separate,  and  different,  cases  in- 
volving antitrust  and  competition  policy,  one  in 
the  U.S.  and  one  in  the  European  Communi- 
ty. The  U.S.  case  involves  special  fasteners,  par- 
ticularly for  automobile  manufacture,  the  Eu- 
ropean case  involves  commuter  aircraft.  But 
their  outcome  suggests  that  antitrust  laws  are 
outdated  and  are  being  applied  too  narrowly  in 
today's  interdependent  world  markets. 

The  first  case  concerns  Textron's  acquisi- 
tion of  British  fastener  maker  Avdel  three  years 
ago.  The  Federal  Trade  Commission  feared 
that  eliminating  Avdel  as  an  independent  suppli- 
er to  the  U.S.  market  would  harm  U.S.  con- 
sumers. Textron  countered  that  it  wanted  Avdel 
not  for  U.S.  market  reasons,  but  because  of  its 
market  access  in  Europe  and  Japan,  where  Tex- 
tron has  been  unable  to  break  into  supplying 
fasteners  to  carmakers. 

After  huge  legal  bills  and  interest  costs  on 
the  $250  million  price  of  the  suspended  pur- 
chase (Textron  Chairman  Beverly  F.  Dolan 
puts  the  direct  cost  of  the  battle  to  Textron  at 
$30  million  to  $40  million),  FTC  Administra- 
tive Law  Judge  James  P.  Timony  has  ruled  in 
Textron's  favor.  But  the  FTC  could  appeal. 

Meanwhile,  in  Europe,  Common  Market 
officials  rejected  the  takeover  by  Aerospatiale  of 


France  and  Alenia  of  Italy  of  the  moneylosing 
commuter  airliner  maker  De  Havilland  of  Cana- 
da from  Boeing.  The  Euro-trustbusters  said 
the  acquisition  would  give  the  new  group  half 
the  world  market  for  these  planes  and  also 
eliminate  competition  from  new  designs. 

This  sounds  laudable,  but  left  out  of  the 
calculus  is  a  key  fact.  Most  market  segments  in 
airliner  making  are  so  narrow  that  they  will 
support  only  two,  or  at  most  three,  competitors 
without  heavy  government  subsidies.  There 
are  seven  or  eight  commuter  aircraft  makers — in 
the  EC,  Brazil,  Indonesia,  Czechoslovakia — 
and  all  are  subsidized  one  way  or  another. 

The  EC  officials  contend  that  the  correct 
solution  is  to  end  subsidies  and  let  the  weaker 
competitors  die,  but  governments  won't  al- 
low that  to  happen.  Ignored  by  the  trustbusters 
was  the  likelihood  that  the  Aerospatiale/De 
Havilland  merger  would  lead  to  a  shakeup  re- 
sulting in  more  sensible  pricing,  potentially 
ending  the  need  for  subsidies.  But  rather  than 
hail  the  merger,  the  bureaucrats  nixed  it. 

In  short,  with  capital,  goods  and  services 
surging  across  national  frontiers,  the  trustbust- 
ers need  a  new  rule  book.  Instead,  they  are 
fighting  cross-border  mergers  and  acquisitions 
with  laws  written  decades  ago.  Mi 
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200  Previous  187.0t 

Percent  change         0.7% 
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Americans  have  reduced  their  total  debt  outstanding 
during  eight  of  the  last  nine  months,  and  have  thus 
strengthened  their  personal  balance  sheets.  But  this  means 
they're  not  spending  for  autos,  appliances  or  other  big- 
ticket  items  that,  for  many  consumers,  can  be  purchased 
only  with  credit.  Will  things  soon  change?  To  answer  that 
question  ask  another:  With  money  market  funds  paying  5% 
and  inflation  running  below  that,  why  should  consumers 
jump-start  an  economy  by  borrowing  at  9%  for  mortgages 
and  up  to  20%  (nondeductible)  for  credit  card  debt? 
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Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

8.0% 

Auto  sales  year  to  date  vs  199C 

Ward's  Automotive 

-11.7% 

Index  of  leading  indicators  Aug  vs  July 

Dept  of  Commerce 

0.0% 

Trade  balance  12  months  ended  Aug1991 

Dept  of  Commerce 

-$75 
-0.3% 
-0.5% 

All-commodity  producer  price  index  Sept  vs  Aug2 
GNP  2nd  quarter  vs.  1st — annualized  growth 

Dept  of  Labor 
Dept  of  Commerce 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

-0.4% 

'U.S. -based  manufacturers,  excludes  imports,  as  of  1/10/91. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  index  (1987=100) 
seasonally  ad|usted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Oept  of  Labor) 
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Services     •    Total  index 


Inventories      •    New  orders 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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Blame  us  or  acclaim  us. 


"^ 


^  v* 


*S     t    f  «    A 


Recently  W  R.  Grace  &  Co.  formed  an  Executive  Council  which 
is  made  up  of  our  chairman,  president  and  the  top  ten  senior 
executives  of  the  company. 

The  Council  plays  a  key  role  in  formulating  Grace  policy 
and  serves  as  the  catalyst  to  enhance  long-term  growth 
and  profitability. 

One  of  its  first  initiatives  was  to  develop  a  strategic  plan 
to  prepare  us  for  the  future  to  focus,  upgrade  and  integrate 
the  company. 

Currently  the  Executive  Council  is  implementing  the  first  phase 
of  the  strategic  plan  and  monitoring  the  results. 

Another  critical  function  performed  by  the  Council  is  to  serve 
as  a  sounding  board  and  repository  of  business  knowledge  and 
experience  to  help  direct  Grace's  future  for  the  benefit  of 
its  employees,  customers,  suppliers  and  shareholders.  But  that 


is  not  enough.  The  Council  must  develop  and  implement  new 
ideas  so  that  Grace  will  continue  to  be  a  global  leader. 

With  230  plants  and  800  sales  offices  which  employ 
50,000  people  in  46  states  and  45  countries, 
communications  can  be  difficult. 

So  the  Council  is  working  to  foster  and  facilitate  better 
communications  inside  as  well  as  outside  the  company. 

True,  the  Council  is  just  getting  started,  but  it  is  gaining 
momentum.  And  it  is  confident  that  it  will  accomplish  what  it 
has  set  out  to  do:  to  make  Grace  an  even  better  place  for 
employees  to  work  and  for  shareholders  to  invest. 

The  Executive  Council  is  so  confident  of  success  that  the 
members  have  put  their  names  on  the  line  for  everyone  to 
see.  They  want  you  to  know  whom  to  blame  or  acclaim  for 
the  results. 
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Were  Grace.  And  proud  of  it. 
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J.  Murfree  Butler,  Vice  Chairman  D.E.  Grimm,  President,  Grace  Energy  Corporation  James  P.  Neeves,  Executive  Vice  President 


J.  Peter  Grace,  Chairman  and  CEO 

0. 

J. P.  Bolduc,  President  and  COO  Hugh  L.  Carey,  Executive  Vice  President  CI.  Hampers,  M.D.,  Executive  Vice  President  B.J    Smith,  Executive  Vice  President 
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F.P.  Boer,    Executive  Vice  President  Gerald  G.  Garbacz,  Executive  Vice  President        Donald  H.  Kohnken,  Executive  Vice  President      ■■     Joseph  R.  Wright,  Jr.,  Vice  Chairman 


GRACE 


THE  WORLD'S  LARGEST  SPECIALTY  CHEMICAL  COMPANY  WITH  LEADING  POSITIONS  IN  HEALTH  CARE  AND  OTHER  MAJOR  NICHE  BUSINESSES   FOR  THE  WHOLE  STORY  CONTACT 
INVESTOR /SHAREHOLDER  RELATIONS,  W.R   GRACE  &  CO  ,  ONE  TOWN  CENTER  ROAD,  BOCA  RATON,  FLORIDA  33486,  TELEPHONE  800-472-2347 
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While  American  Express  struggles  with  credit  card 
defections,  Visa's  business  is  booming.  Visa  detected 
a  flaw  in  the  AmEx  strategy  and  exploited  it  brilliantly. 

Power  shift 


By  Gretchen  Morgenson 

Times  are  tough  at  American  Ex- 
press these  days.  Out  in  San  Mateo, 
Calif.,  however,  Visa  International's 
business  is  boffo.  For  the  first  half  of 
1991,  Visa  has  racked  up  $78  billion 
in  domestic  charges,  an  increase  of  9% 
over  the  same  period  in  1990.  Even  in 
the  travel  and  entertainment  sector, 
presumably  hard  hit  by  the  recession, 
Visa's  most  recent  charge  receipts  are 
up:  Restaurant  volume  increased 
12%,  hotel  charges  9%,  and  car  rental 
charges  8%. 

Visa's  traveler's  checks,  a  business 
AmEx  once  owned,  is  even  better. 
Sales  of  Visa's  checks  are  up  22%  over 
last  year;  AmEx's  are  down  14%. 

Visa  International  is  a  bank-spon- 
sored consortium  that  oversees  the 
global  activities  of  what  is  now  the 
world's  largest  consumer  card  pay- 
ment system.  Member  banks  in  the 
U.S.  are  charged  quarterly  service  fees 
based  on  the  amount  of  charge  vol- 
ume their  cards  generate:  1.38%  for 
the  first  five  years  that  a  bank  belongs 
and  then  0.69%  thereafter.  What  this 
adds  up  to  in  total  revenues  Visa 
won't  reveal,  but  it  could  be  well  over 
$500  million,  all  of  which  gets  plowed 
back  into  high-profile  marketing 
campaigns,  product  development  and 
computer  maintenance. 

Visa  has  gotten  aggressive  in  recent 
years.  International  operations  are 
headed  by  President  Charles  Russell. 

Visa  LJ.  S  A.  *s  chief  executive  is  former 
Federal  Reserve  Hoard  member  and 
economist  H.  Robert  Heller.  Both 
have  done  remarkable  work. 

Visa  now  has  52%  of  the  S657 
billion  global  market   in  charge  vol 

ume,  up  from  47".»  five  years  ago. 
During  the  same  period,  American 
Express'  share  dropped  from  22%  to 


38 


17%,  and  MasterCard's  stuck  at 
around  30%.  Visa  cards  outstanding 
grew  16%  last  year  to  257  million 
worldwide. 

It  was  in  1985  that  Visa  manage- 
ment saw  chinks  in  AmEx's  impres- 
sive armor.  AmEx  had  moved  aggres- 
sively to  capitalize  on  its  position  and 
reputation.  In  order  to  expand  its 
reach,  AmEx  widened  its  customer 
base  from  the  carriage  trade  to  include 
more  mass-market  consumers.  At  the 
same  time,  it  raised  cardholder  fees. 

Bradford  Morgan,  Visa's  market- 
ing vice  president,  explains  that  Visa 
saw  this  strategy  as  fundamentally 
flawed:  "We  knew  they  could  main- 
tain their  high  price  only  as  long  as 
they  could  maintain  their  exclusive 
image."  Moving  downmarket  with  its 
cards,  as  Visa  saw  it,  would  hurt 
AmEx's  prestige. 

Visa  launched  its  own  image  adver- 
tising, attacking  the  consumer  per- 
ception that  bank  cards  were  some- 
how blue  collar.  Quite  the  contrary, 
according  to  the  Visa  campaign:  The 
Visa  is  the  smart  card,  because  bank 
cards  are  welcomed  by  more  mer- 
chants— many  of  them  upscale — than 
is  American  Express,  and  because  the) 
cost  less  to  carry — between  zero  and 
$50  compared  with  American  Ex- 
press1 fee  range  of  $55  to  $300. 

The  countcrstrategy  seems  to  have 
been  effective.  In  a  Gallup  poll  re- 
leased last  month,  consumers  voted 
Visa  the  most  popular  card;  37%  o\ 
those  polled  said  they  use  Visa  most 
often,  compared  with  23%  for  Master 
Card  .\n<\  8%  for  American  Express 

American    Express   has   not    fallen 
asl<  cp    It  quietly  cuts  fees  tor  card 
holders  who  threaten  to  cancel.  But  it 
faces  a  difficult  marketing  situation: 


Visa  U.S.A. 
Chief  Executive 
Robert  Heller 
and  Marketing 
Vice  President 
Bradford  Morgan 
Their  biggest 
competition  is 
the  $20  bill. 


Though  it  is  the  premium  priced 
product,  not  all  consumers  perceive  it 
as  being  sufficiently  different  to  war- 
rant the  premium. 

The     charge     card     business     has 
changed  dramatically  in  recent  yes 
In  the  early  1980s  there  were  substan 
tial  differences  between  charge  cards 
For  example,  bank  cards  had  fairly 
severe  spending  limits,  while  Amen 
can  Express  had  none.  Furthermore, 
the  American  Express  card  had  ca 
chet;  it  was  considered  something  of  a 
status  symbol. 

Mow,  however,  bank  cards  have 
generous  spending  limits  as  much 
as  110,000,  m^\  in  some  cases  more. 
Hut  cardholders  need  not  pa)  off  the 
balance  in   full  II   the  end  o\  each 
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billing  cycle.  And  American  Express' 
high-status  image  is  history:  There  is 
no  minimum  income  requirement  to 
get  one  of  its  green  cards. 

In  most  ways  the  formerly  quite 
different  products  became  more  alike. 
Most  cards  now  offer  perks  like  auto- 
matic travel  insurance  when  you  book 
your  airline  ticket  and  guaranteed  ho- 
tel reservations,  for  instance.  The 
prestige  factor  began  to  fade,  and 
consumers  began  to  evaluate  cards  as 
they  would  any  good  or  service:  on 
their  utility. 

Visa  and  MasterCard  are  accepted 
at  more  than  9  million  locations 
around  the  world,  and  cardholders 
can  get  cash  at  347,000  member 
branches  and  more  than  60,000  cash 


machines  worldwide.  American  Ex- 
press is  accepted  in  about  a  third  as 
many  locations,  and  cardholder  access 
to  cash  is  limited  to  41,500  locations 
and  cash  machines. 

One  theoretical  difference  remains: 
Visa  charges  interest  on  accounts, 
while  American  Express  does  not.  But 
a  Visa  cardholder  can  avoid  interest 
charges  by  paying  his  Visa  bill  on 
receipt.  Several  years  ago,  American 
Express  moved  to  offer  a  card,  Opti- 
ma, on  which  interest-paying  bal- 
ances could  accumulate.  This  quarter 
it  took  $265  million  in  chargeoffs, 
much  of  it  the  result  of  problems  at 
Optima. 

Having  made  its  point  with  the 
card-carrying  public,  Visa  also  took  its 
campaign  to  its  other  customers,  the 
merchants  that  accept  the  card.  Visa 
told  them:  AmEx  is  your  least  profit- 
able transaction;  switch  to  Visa  and 
your  net  increases. 

Restaurants  and  store  owners  must 
pay  a  so-called  discount  fee  for  every 
transaction  in  which  a  credit  card  is 
used.  AmEx's  merchant  discount  is 
typically  3%  to  4V4%  of  the  sale,  versus 
Visa's  and  MasterCard's  fees  of  P/2% 
to  2V2%.  Not  long  ago  merchants  were 
happy  to  pay  up  to  accept  AmEx's 
transactions,  because  its  cardholders 
were  wealthier  than  Visa's.  Why  risk 
alienating  a  big  spender  for  1%?  But 
the  wealth  as  well  as  the  head  count  has 
shifted:  Visa  today  says  it  counts  twice 
as  many  $100,000  annual  earners — 
4.5  million — among  its  cardholders  as 
AmEx  does. 

Listen  to  Pamela  Hootkin,  treasur- 
er of  Phillips-Van  Heusen,  which  sells 
its  shirts  and  shoes  in  oudet  stores 
across  the  nation  and  accepts  Visa, 
MasterCard  and  Discover  but  not 
American  Express.  "Are  we  losing 
volume  because  we  aren't  using  it? 
We're  not.  American  Express  is  very 
expensive  and  not  competitive."  Visa 
signed  up  more  than  twice  as  many 
new  vendors  last  year  as  American 
Express. 

In  a  monthlong  "Vail  prefers  Visa" 
campaign  this  year,  restaurateurs, 
nightclub  owners  and  clothing  estab- 
lishments in  Vail,  Colo,  saved  $1  mil- 
lion by  shifting  30%  of  their  volume 
from  American  Express  to  Visa. 

With  most  restaurants,  boutiques 
and  hotels  well  covered  by  charge 
card   issuers,   significant   growth   in 


transactions  will  have  to  come  from 
outside  of  the  travel  and  entertain- 
ment sector,  in  places  like  parking 
garages,  movie  theaters,  supermar- 
kets, doctors'  offices  and  fast- food 
outlets,  where  cash  has  been  king. 
Visa  is  winning  this  battle  as  well.  To 
tap  the  $160  billion  health  care  mar- 
ket, Visa  is  signing  up  hospitals,  den- 
tists and  doctors  at  a  rate  of  1,300  a 
month;  in  a  year  and  a  half,  more  than 
$2  billion  has  been  charged  on  Visa 
cards  in  these  facilities. 

In  less  than  a  year,  Visa  reports  it 
has  signed  up  half  of  the  nation's  top 
supermarket  chains — 3,400  stores — 
and  shoppers  have  charged  $350  mil- 
lion worth  of  goods.  Fast-food  out- 
lets— such  as  McDonald's,  Wendy's 
and  Arby's — are  signing  up  with  Visa 
as  well;  as  of  June  30  there  were  1 ,500 
converts,  up  from  200  last  year. 
American  Express,  with  its  higher  dis- 
count fees,  is  at  a  disadvantage  in 
these  penny-pinching  businesses. 

Corporate  cards  are  another  for- 
merly AmEx-dominated  market  that 
Visa  is  attacking.  Launched  three 
years  ago,  Visa  Business  has  a  million 
cards  outstanding  and  recently  signed 
up  Pillsbury,  Goodyear  and  Phillips 
Petroleum  as  customers. 

Visa's  overseas  growth  is  impressive 
as  well.  Chief  Executive  Heller  says: 
"We're  seeing  30%  to  40%  growth  in 
international  card  usage.  Japan  is  add- 
ing 1  million  new  cards  a  month. 
These  are  local  banks  dealing  with 
their  own  customers.  You  can't  have 
an  AmEx  office  on  every  street  corner, 
but  you  can  have  a  bank." 

Bad  loans?  Delinquencies  nation- 
wide are  rising,  but  the  issuing  banks 
manage  these  loan  portfolios.  Be- 
cause many  bank  cardholders  pay  fi- 
nance charges  on  their  unpaid  bal- 
ances, this  gives  the  banks  an  addi- 
tional— and  very  rich — source  of 
income. 

In  the  fight  for  the  consumer  credit 
business,  the  commercial  banks,  with 
Visa's  help,  seem  to  be  winning.  Great 
news  for  the  banks,  which  haven't 
won  many  victories  lately.  And  great 
work  by  Charles  Russell  and  Robert 
Heller.  What's  next  for  Visa  and  its 
banker  friends?  Replies  Marketing 
Vice  President  Morgan:  "Eighty-five 
percent  of  transactions  are  done  with" 
cash  or  checks.  That's  the  market 
we're  really  after."  M 
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Fifty  years  ago  the  Japanese  bombed  Hawaii. 
This  year  Hawaii  is  bombing  the  Japanese  banks- 
to  the  tune  of  billions  of  dollars. 

Banzai  loans 


By  Thomas  Bancroft 
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Would-be 

Four  Seasons  Hotel 

on  the  island  of 

Hawaii 

Like  many  other 

Japanese  projects 

around  the 

state— out  of 

money. 


Driving  north  along  the  coastal 
Queen  Kaahumanu  Highway  on  the 
big  island  of  Hawaii,  just  past  the 
Kona  airport  tourists  are  confronted 
with  an  incongruous  sight  amidst  the 
fields  of  black  lava:  a  skeleton  of  steel 
girders,  a  half-completed  golf  course 
and  a  solitary  crane  that  hasn't  been 
moved  in  weeks.  This  was  to  have 
been  the  Four  Seasons  Hotel,  but  the 
Japanese  developer,  Cosmo  World, 
ran  out  of  money,  and  its  banks  won't 
refinance  the  loan. 

An  increasingly  familiar  sight  in 
Hawaii  is  half  finished  resorts 
scrapped  or  suspended  by  their  most- 
ly Japanese  sponsors.  Fueled  by  inflat- 
ed Japanese  real  estate  values  and 
cheap  financing,  the  Japanese  have 
poured  billions  of  dollars  into  vaca- 
tion projects  in  the  islands  since  1985, 
in  the  process  increasing  the  number 
of  luxury  hotel  rooms  to  roughh 
13,000.  Hotel  occupancy  rates  in  I  la 
waii  are  72%  (close  to  an  alltime  low 
for  the  state),  down  from  81%  only 
five  years  ago. 

Victims  of  the  recession?  It  goes 
deeper.  Mam  of  the  projects  never 
made  economic  sense  to  begin  with. 


Take  the  recently  opened  Grand  Hy- 
att Wailea  on  Maui.  It  cost  $600 
million,  about  $800,000  per  room,  to 
build.  It  features  such  touches  as  a  $2 
million  statue  of  a  fat  naked  woman 
smoking  a  cigarette  and  800  tons  of 
granite  imported  all  the  way  from 
Mount  Fuji.  With  interest  costs  close 
to  $100,000  a  day,  the  Grand  Hyatt 
will  have  to  run  100%  occupancy  and 
charge  an  average  room  rate  of  S500  a 
day  to  break  even. 

Filling  those  rooms  to  anything  like 
100%  will  be  a  near  impossibility. 
Occupancy  rates  in  surrounding  area 
hotels  were  52%  for  the  first  six 
months  of  the  year,  with  the  average 
room  rate  running  about  $130. 

Industrial  Bank  of  Japan  financed 
the  majority  of  the  Grand  Hyatt,  but 
it  is  not  the  only  Japanese  bank  stuck 
with  huge  loans  on  inflated  proper 
ties.  Other  big  losers  include  Long 
Term  Credit  Hank  of  Japan,  Mitsui 
[nisi  >\nd  Dai  Ichi  Kangyo  Hank.  To- 
gether with  developers,  they  have  in 
vested  some  $10  billion  in  island  re 
son  properties  over  the  past  decade, 
probably  few  of  them  today  earning 
their  interest 


What  caused  the  glut?  You  can't 
blame  the  developers:  Give  them 
money  and  developers  will  develop. 
Blame  the  banks.  Eager  to  make  loans 
at  the  then  prevailing  Japanese  inter- 
est rates  of  3%  to  4%,  the  banks  shov- 
eled the  money  out,  frequently  taking 
as  collateral  Tokyo  real  estate  that  was 
itself  overvalued. 

Most  of  the  loans  had  adjustable 
floating  rates,  and  were  largely  based 
on  asset  values,  not  cash  flow,  says 
David  Ramsour,  chief  economist  at 
the  Bank  of  Hawaii.  If  a  developer 
needed  more  money,  say  to  cover  an 
operating  deficit,  he  simply  pledged 
additional  property  in  Japan. 

But  the  economy  changed  radically 
in  Japan  in  the  last  two  years.  The 
prime  rate  jumped  to  8%,  doubling 
interest  expenses  on  many  of  Hawaii's 
hotels.  Property  values  in  Tokyo 
slumped.  The  Ministry  of  Finance 
told  the  big  commercial  banks  to  stop 
lending  to  construction  projects  out- 
side Japan.  Properties  once  trophy 
pieces  have  become  nooses  around 
the  necks  of  developers  and  lenders. 
Many  are  said  to  be  for  sale:  in  Kaana- 
pali,  for  example,  Masao  Sen's  Em- 
bassy Suites;  in  Maui,  The  Four  Sea- 
sons Wailea. 

There  is  speculation  that  billionaire 
Kitaro  Watanabe  is  being  pressured 
by  his  banks,  one  of  which  is  Mitsui 
Trust,  to  relinquish  control  of  his 
numerous  hotels,  including  the  Hyatt 
Regency  Waikiki.  A  Watanabe 
spokesman  denies  this. 

How  badly  hurt  are  the  Japanese 
banks?  Worse  than  they  will  admit; 
few  would  respond  to  FORBES'  que- 
ries on  their  Hawaii  losses.  Banking 
laws  and  customers  in  Japan  are  con- 
siderably different  from  those  in  the 
U.S.  For  instance,  Japanese  banks  are 
allowed  to  work  out  the  troubled  loan 
with  the  developer,  often  restructur- 
ing the  loan  or  writing  it  down  with 
out  foreclosing.  Or  they  h\u\  another 
borrower  to  take  over  the  project  to 
avoid  the  public  embarrassment  oi 
foreclosing. 

But  there  can  be  no  denying  that 
losses  could  run  into  the  billions  o\ 
dollars,  a  serious  drain  for  banks  al 
ready  facing  something  o\  a  capital 
shortage  In  the  Japanese  w.n,  the 
problem  will  probably  be  disposed  o( 
quietly,  but  the  pain  will  be  \en 
real  M 
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The  Japanese  have  captured  most  of  the  DRAM 
market,  but  the  victory  seems  hollow  now. 

Drowning 
inDRAMs 


By  Norm  Alster 

Prices  for  the  newest  generation 
memory  chips,  the  4-megabit  dynam- 
ic random -access  memory  (dram), 
have  fallen  from  $60  in  early  1990  to 
about  $15  today.  This  is  a  severe  blow 
to  the  Japanese  companies  that  have 
poured  an  estimated  $4  bil- 
lion into  research  and  plant 
and  equipment  for  4-mega- 
bit dram  production. 

As  with  their  losses  in  Ha- 
waii (see  story,  opposite),  the 
Japanese  can  thank  what 
used  to  be  their  artificially 
low  cost  of  capital  for  the 
dram  mess.  A  fully  equipped 
4-megabit  dram  facility  costs 
$400  million  or  more.  Dur- 
ing the  late  1980s,  when  in- 
terest rates  in  Japan  were 
about  half  the  U.S.  level,  Jap- 
anese producers  could  afford 
to  make  investments  their 
U.S.  competitors  could  not. 

"The  Japanese  strategical- 
ly mistimed  the  conversion 
[by  computer  makers]  to  4 
megabits,"  says  Thomas 
Thornhill,  an  analyst  with 
Montgomery  Securities. 
"They  built  too  much  capac- 
ity too  early." 

The    miscalculation    be- 
came apparent  last  year  when  world- 
wide dram  sales  contracted  instead  of 
growing,  plunging  24% — or  roughly 
$2  billion  in  annual  revenues. 

Hitachi,  NEC,  Mitsubishi  Electric 
and  other  first-tier  dram  producers 
are  vertically  integrated  firms  that  do 
not  break  out  their  dram  operations, 
but  a  Japanese  analyst  in  Tokyo  (who 
asked  that  his  name  be  withheld  for 
fear  of  being  cut  off  by  the  firms  he 
follows)  has  looked  closely  at  the  situ- 
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ation.  His  conclusion:  At  current 
costs,  Hitachi  must  sell  4  million  units 
per  month  to  break  even.  Current 
sales  are  just  3.5  million  units,  he 
estimates.  Toshiba  must  sell  3  million 
units  per  month  to  break  even  and  is 


currentiy  selling  around  2.5  million. 
With  disappointing  sales,  inventories 
are  piling  up,  according  to  the  Japa- 
nese analyst. 

It  is  difficult  for  the  Japanese  pro- 
ducers to  cut  output  because  stop- 
ping and  starting  the  assembly  lines 
reduces  the  number  of  good  chips 
produced  on  each  silicon  wafer.  The 
fewer  produced,  the  higher  the  pro- 
portion of  rejects. 

Why  not  cut  prices  to  revive  de- 


mand? Because  that  could  invite  a  few 
rockets  from  Washington.  To  prevent 
the  Japanese  from  gaining  share  by 
dumping  chips  in  the  U.S.  market, 
this  year's  bilateral  semiconductor 
trade  arrangement  with  Japan,  signed 
by  the  Office  of  the  U.S.  Trade  Repre- 
sentative in  June,  limits  Japanese  pric- 
ing flexibility. 

The  trade  agreement  helps  Korea's 
Samsung  Electronics,  which  has  been 
winning  dram  market  share  from  its 
Japanese  competitors  and  is  not  limit- 
ed by  the  trade  agreement  in  its  quest 
for  more.  In  five  years,  Samsung  has 
vaulted  past  Hitachi  to  become  num- 
ber three  in  worldwide  DRAM  sales, 
behind  Toshiba  and  NEC,  according 
to  Integrated  Circuit  Engineering,  a 
research  and  consulting  firm.  Sam- 
sung's aggressive  pricing  has  been  a 
factor  in  the  fall  in  chip  prices. 

American  companies  have 
I  partly  escaped  the  debacle 
largely  because  most  of  them 
are  out  of  the  business.  One 
that  has  remained — and  is 
perhaps  the  only  firm  in  the 
world  now  making  money 
on  DRAM — is  $425  million 
(sales)  Micron  Technology. 
"We're  still  profitable,"  re- 
ports Joseph  Parkinson,  Mi- 
cron's chief  executive.  One 
reason  is  that  Micron  has 
what's  known  as  a  "small 
die."  Because  its  chips  are 
smaller,  it  can  produce  more 
usable  chips  on  each  wafer, 
lowering  processing  costs. 
But  Texas  Instruments,  by 
contrast,  is  hurting  right 
along  with  its  Japanese  rivals. 
Japan's  chipmakers  are 
working  to  get  dram  supply 
and  demand  back  in  balance. 
Just  about  every  major  Japa- 
nese chipmaker  is  now  cut- 
ting back  capital  spending, 
reports  Kidder,  Peabody  analyst  Rich- 
ard Whittington. 

The  Japanese  producers  won't  re- 
turn to  health  until  U.S.  computer 
equipment  makers  recover:  Nearly 
60%  of  Japan's  dram  production  is 
exported  to  the  U.S.,  and  the  biggest 
chunk  of  that  goes  into  computers.  If 
the  American  computer  market 
doesn't  soon  revive,  some  of  Japan's 
expensive  dram  capacity  will  be  pain- 
fully squeezed  out  of  existence.      ■■ 
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The  Soviet  Union  is  preparing  for  one  of  the 
worst  winters  since  Lenin  grabbed  power. 

A  feast  for  the 
rats  of  Russia 


By  Paul  Klebnikov 

Haunted  by  the  specters  of  famine, 
malnutrition  and  disease,  Soviet  citi- 
zens are  now  gearing  up  for  the  worst 
winter  in  memory.  The  grain  harvest 
this  year  is  forecast  by  Soviet  econo- 
mists at  180  million  tons,  down  23% 
from  last  year.  Already  there  are  re- 
ports of  desperate  villagers  hijacking 
goods- laden  trains  on  the  Trans-Sibe- 
rian Railroad  to  feed  themselves. 

"Russia  is  entering  into  the  darkest 
time  since  the  beginning  of  Soviet 
power,"  grimly  notes  Vera  Matuse- 
vich,  a  Russian  economist  working  at 
the  Geonomics  Institute  in  Middle- 
bury,  Vt.  "There  is  no  governmental 
authority  anywhere." 

A  vicious  spiral  has  begun.  The 
Soviet  Union's  dairy  and  meat  pro- 
ducers have  begun  distress  slaughters 
of  their  livestock.  According  to  recent 


CIA  figures,  this  January'  the  cattle 
population  will  be  6%  below  the  level 
two  years  ago,  while  the  number  of 
pigs,  sheep  and  goats  will  fall  11%. 
Most  people  expect  a  much  more 
massive  drop  next  year.  It  will  take 
years  to  rebuild  the  herds. 

Here  is  the  socialist  paradox:  Food 
per  se  is  not  the  Soviet  Union's  prob- 
lem. The  Soviet  Union  produces 
more  than  enough  grain  to  feed  its 
people  and  its  livestock,  without  im- 
ports from  abroad.  Vladimir  Ti- 
khonov,  the  venerable  agricultural 
economist  and  the  president  of  the 
Union  of  Amalgamated  Coopera- 
tives, calculates  that  the  capacity  of 
the  Soviet  agricultural  distribution 
network  is  roughly  150  million  tons 
of  grain  a  year.  The  surplus  beyond 
that  amount,  says  Tikhonov,  is  wast- 


ed. Last  year's  harvest  was  235  million 
tons,  meaning  that  85  million  tons, 
over  a  third  of  the  total  harvest,  was 
wasted.  Add  imported  grain,  and  the 
amount  wasted  is  higher  still. 

Even  at  1 80  million  tons,  this  year's 
harvest  would  be  sufficient  to  feed  the 
population.  But  70  years  of  socialism 
will  see  to  it  that  much  of  this  grain 
will  never  get  distributed. 

If  there  is  going  to  be  famine  in  the 
Soviet  Union  this  winter,  it  is  going  to 
be  a  typical  Bolshevik  famine.  In 
1921,  despite  the  best  efforts  of  Her- 
bert Hoover  and  the  American  Relief 
Administration,  famine  killed  over  1 
million  Russians.  Then,  as  today,  this 
tragedy  happened  not  because  Rus- 
sian farmers  couldn't  produce 
enough  to  feed  the  population  but 
because  Lenin's  government  turned 
trade  in  grain  into  an  illegal  activity 
and  carried  out  massive  repression 
against  private  farmers.  A  decade  lat- 
er, Stalin's  agricultural  collectiviza- 
tion and  unbridled  brutality  against 
private  farmers  and  middlemen 
starved  at  least  another  5  million  Rus- 
sians and  Ukrainians  to  death. 

After  over  half  a  century  of  violent 
abuse,  private  marketing  of  grain  to- 
day accounts  for  just  1 .5  million  tons, 
less  than  1%  of  the  harvest.  Soviet 
economist  Tikhonov  estimates  that  if 
free  trade  were  legalized,  40  million 
tons  of  grain  would  come  on  the 
commodities  market,  satisfying  m 


Bolshevik  harvest 
How  much  of  this 
year's  Soviet 
harvest  will 
reach  the  cities? 
Thanks  to  a 
worthless  ruble 
and  government 
prohibition 
of  free  trade, 
not  enough. 
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of  the  consumption  needs  of  the  pop- 
ulation this  winter. 

But  would  it?  For  what  would  Sovi- 
et farmers  trade  their  grain?  With 
inflation  at  a  yearly  rate  of  almost 
400%,  the  ruble  is  virtually  worthless. 

With  no  encouragement  to  trade, 
and  no  more  secret  policemen  to 
force  them  to  surrender  their  grain  to 
the  state,  Soviet  farmers  have  stored 
an  estimated  140  million  tons  of 
grain,  or  78%  of  the  harvest,  on  the 
farms.  But  this  hoard,  too,  will  soon 
end  up  in  the  wastage  statistics:  To 
force  farmers  to  give  up  their  harvests 
immediately  to  the  state,  Lenin  and 
Stalin  made  it  a  capital  offense  for 
farmers  to  build  their  own  storage 
facilities.  Today  most  of  the  1991 
harvest  lies  rotting  under  the  rain. 
The  country  rats  are  engorging  them- 
selves on  food  that  should  go  to  peo- 
ple in  the  cities  and  villages. 

How  could  things  be  so  bad  after 
almost  seven  years  of  Gorbachev's 
reforms?  Answer:  Political  liberation 
has  not  meant  economic  liberaliza- 
tion. One  rigidly  centralized  Soviet 
government  is  being  replaced  by  15 
passionately  nationalistic,  centralized 
and  largely  anticapitalistic  republican 
governments. 

In  the  Republic  of  Georgia,  for 
example,  a  former  dissident,  Zviad 
Gamsakhurdia,  has  taken  power  and 
revealed  himself  to  be  an  old-fash- 
ioned tyrant,  a  sort  of  mini-Stalin  in 
nationalistic  drag.  In  the  Ukraine  the 
government  consists  of  unreformed 
communists  who  interpret  Ukrainian 
independence  to  mean  immunity 
from  liberal  reform.  In  Kazakhstan, 
the  largest  net  exporter  of  grain 
among  the  republics,  the  leadership  is 
prohibiting  Kazakh  farmers  from  sell- 
ing their  produce  beyond  the  bound- 
aries of  the  republic.  And  so  on 
around  the  rotting  empire. 

Should  the  West  and  Japan  come  to 
the  Soviet  Union's  aid?  Karl-Eugen 
Wadekin,  an  expert  on  Soviet  agricul- 
ture at  the  University  of  Giessen  in 
Germany,  urges  caution.  "We  are  de- 
stroying [Soviet]  agriculture  by  send- 
ing food,"  warns  Wadekin.  "And,  in 
fact,  I  would  dare  to  say  that  the 
reform  of  the  Soviet  system  would 
have  come  about  ten  years  earlier  if 
the  West  had  not  sold  them  these 
immense  quantities  of  grain  and 
meat."  M 


Canada's  Reichmann  family  awed  the 
real  estate  world  with  their  ability 
to  build  some  of  the  world's  biggest 
buildings.  But  did  the  secretive  clan 
forget  that  leverage  cuts  two  ways? 

Property  rich, 
cash  poor 


By  James  R.  Norman 

When  it  comes  to  savvy  and  deep 
pockets  in  the  real  estate  business,  few 
companies  can  match  the  reputation 
of  Toronto-based  Olympia  &  York, 
privately  owned  by  the  secretive 
Reichmann  family. 

A  list  of  their  holdings  is  awesome. 
O&Y  is  the  biggest  office  landlord  in 
Manhattan  and  Toronto  and  has  a 
S2.4  billion  equity  stake  in  London's 
Canary  Wharf  office  complex.  Be- 
yond real  estate,  the  Reichmanns  own 
controlling  interests  in  Gulf  Canada 
Resources  and  Abitibi-Price.  All  this 
built  from  virtual  scratch  after  the 
brothers  Paul,  Albert  and  Ralph  fled 
Austria  in  the  late  1930s  and  later 
moved  to  Canada  in  the  1950s. 

But  cracks  are  beginning  to  show  in 
the  Reichmann  empire.  With  unprec- 
edented candor,  a  spokesman  says  its 
net  worth  has  slipped  over  the  past 
three  years  to  about  $8.4  billion  from 
$11  billion.  That's  still  a  lot,  but  the 
shrinkage  means  that  the  family  no 


longer  covers  the  $20  billion  or  so  in 
debt  that  it  and  its  affiliates  have  as 
comfortably  as  it  once  did. 

To  get  some  liquidity,  the  Reich- 
manns tried  to  sell  a  20%  stake  in  their 
U.S.  real  estate  holdings  over  the  past 
year.  No  takers,  o&y's  controlling 
stakes  in  Canada's  Home  Oil  and 
Interprovincial  Pipe  Line  are  for  sale. 
It  recently  sold  its  10%  stake  in  U.K. 
beverage  and  food  giant  Allied -Lyons 
for  about  $800  million. 

Some  of  the  Reichmanns'  non- 
realty  holdings,  which  were  used  as 
cash  cows  for  other  investments,  in- 
cluding Canary  Wharf,  are  themselves 
now  in  trouble.  Purchased  in  1985, 
when  oil  prices  were  much  higher, 
Gulf  Canada  paid  the  Reichmanns 
big  dividends  and  helped  finance  oth- 
er acquisitions.  But  now  Gulf  Cana- 
da's Arctic  and  offshore  oil  discoveries 
are  too  costly  to  develop  at  current 
prices.  Gulf  Canada  has  curbed  explo- 
ration, is  selling  assets,  and  the  Reich- 


Canary  Wharf 
sings  the  blues 
O&Y's  gamble  on 
building  a  new 
commercial  hub 
in  London's  dock- 
lands has  turned 
into  a  financial 
quagmire. 


Forbes  ■  November  11,  1991 


43 


A 


Olyrnpia  &  York 


Paul  Reichmann 
and  60  Broad  St. 
Banker  beware: 
CalFed  took  a  $100 
million  hit  on  this 
Manhattan  tower. 
To  keep  51%, 
O&Y  must  spend 
$60  million  on 
the  property. 


manns  have  now  had  to  plow  the 
dividends  back  into  the  company. 

Meanwhile,  their  82%  stake  in  Abi- 
tibi,  one  of  the  world's  largest  news- 
print makers,  has  fallen  from  over 
$1.8  billion  in  1987  to  less  than  half 
that.  Abitibi  is  expected  to  lose  money 
in  1991  for  the  second  year  in  a  row. 

Then  there's  o&y's  disastrous  in- 
vestment in  the  failed  retail  empire  of 
Robert  Campeau.  Of  the  nearly  $600 
million  it  invested,  o&Y  has  been  re- 
paid only  a  portion  of  the  $225  mil- 
lion in  secured  loans,  and  bankruptcy 
settlements  will  leave  o&Y  with  yet 
more  Canadian  real  estate  of  dubious 
net  worth. 

Not     much     surprise,     therefore, 
when  last  month  O&Y  worked  out  a 
deal  to  get  out  from  under  the  debt 
payments  on  one  of  its  14  big  Man 
hattan    office    towers     the    million 
square  foot    building    at    60    Broad 
Street.    This  structure  was  left   71% 
vacanl  by  the  demise  ofDrcxcl  Hum 
ham  Lambert.  O&Y  had  managed  to 
keep  up  the  payments  on  its  $160 
million    mortgage    from    California 
federal  Hank  but  was  bleeding  cash. 
It    finally   persuaded   the   mortgage 
holder  to  take  a  haircut  rather  than 


face  default.  CalFed  agreed  to  sell  the 
loan — for  a  mere  $60  million — to 
Hong  Kong's  wealthy  Li  family.  This 
amounts  to  a  de  facto  default.  O&Y 
keeps  51%  equity  in  the  building  only 
by  agreeing  to  pay  $60  million  for 
asbestos  removal  and  other  improve- 
ments. The  Li  family  gets  the  rest. 
"These  are  frightening  numbers," 
says  David  Shulman,  a  managing  di- 
rector and  real  estate  analyst  at  Salo- 
mon Brothers. 

What  must  have  alarmed  the  Reich- 
manns'  bankers  as  well  as  everyone 
involved  in  New  York  real  estate  w  as 
that  the  deal  pegs  a  stunningly  new 
low  value  on  major  properties  in  low- 
er Manhattan,  where  O&Y  has  three 
quarters  of  its  New  York  space. 

John  Zuccotti,  head  ofo&v's  U.S. 
operations,  insists  the  company  still 
has  ample  cash  flow  to  meet  its  debt 
obligations.  O&Y's  other  New  York 
buildings,  including  its  flagship 
World  financial  Center,  are  well  OC 
cupied  on  long  term  leases  from  such 
lop  drawer  tenants  as  American  f\ 
press,  Dow  Jones  and  Merrill  1  ynch. 

Zuccotti  concludes  that,  while 
some  building  values  may  be  down 
40%  from  the  market  peak,  0&Y*S  are 


down  only  10%  to  15%  in  New  York 
and  are  still  worth  at  least  25%  more 
than  the  $4.5  billion  debt  on  them. 

Maybe  so.  But  O&Y  could  just  be 
whisding  past  the  graveyard.  A  vacant 
new  Manhattan  office  building  might 
fetch  only  a  fraction  of  its  replacement 
cost  right  now.  Counting  60  Broad 
Street  and  the  space  o&Y  tenants  have 
put  up  for  sublease,  the  company's 
overall  Manhattan  vacancy  rate  is 
slighdy  above  the  market  average  of 
17%.  Manhattan  rents  are  falling, 
too — down  12%  since  1986,  to  under 
$33  per  square  foot — giving  tenants  a 
big  club  in  any  renegotiations. 

o&Y  is  sure  to  be  tested  at  55  Water 
Street,  a  3.6-million-square-foot 
building  where  about  one -third  of 
leases  come  due  in  the  next  two  years. 

In  Toronto,  o&y's  flagship  First 
Canadian  Place,  the  tallest  building  in 
Canada,  is  19%  vacant,  with  more 
leases  expiring  soon.  But  o&y's  big- 
gest headache  is  in  London  Roughly 
a  third  of  the  Reichmanns'  net  worth, 
or  about  $2.4  billion,  is  tied  up  in 
Canary  Wharf,  where  leasing  is  run- 
ning far  behind  schedule. 

Will  the  Reichmanns  go  under?  It's 
highly  unlikely.  Though  they  did  take 
on  more  debt  than  turned  out  to  be 
prudent,  they  were  smart  enough  to 
keep  most  of  it  long  term  and  tied  to 
floating  rates,  so  they  benefit  as  inter- 
est rates  fall. 

But  there  is  almost  no  chance  that 
the  Reichmanns  can  this  time  play  a 
role  they  hugely  enjoyed  during  past 
real  estate  cainches.  Lacking  liquid 
ity,  they  cannot  be  buyers  ot  other 
people's  distressed  properties.  It  was 
Paul  Reichmann,  after  all,  who  made 
one  of  his  biggest  coups  when  he 
entered  the  New  York  market  at  its 
bottom  in  the  lc)~0» 

Obviously  chafing  at  his  inability  to 
be  a  buyer  DOW,  Paul  Reichmann, 
HOW  61,  has  been  knocking  on  bank 
doors  across  Europe  seeking  the  final 
pieces  ot"  a  planned  $1.5  billion  in 
mortgage  money  on  Canary  Wharf 
Indications  are  he  would  like  to  use 
the  money  to  pick  up  distressed  rcaln 
bargains  perhaps  in  partnership 
with  other  investors  like  the  1 1  family. 

Bui  an]  wa\  you  cut  it,  the  Reich 
manns,  accustomed  to  being  liquid 
when  Others  are  in  trouble,  arc  getting 
a  taste  of  what  it's  like  to  be  propcrtv 
rich  .\nd  cash  poor  ■ 
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THE  DIFFERENCE  BETWEE 

ROAD  AND  DOIh 


If  you'd  prefer  driving  your  car  to  feel  more  like 
recreation,  and  less  like  hard  labor,  you're  certain  to 
prefer  driving  the  Acura  Legend  Sedan 

Take  the  Legend  Sedans  3.2-liter,  24 -valve,  all- 
aluminum  engine.  A  programmed  fad-injected  power 
plant  that  not  only  offers  an  abundance  of  horsepower. 
but,  thanks  to  a  Variable  Induction  System  inspired 
by  the  Acura  NSX,  produces  enough  torque,  and 


goosebumps,  tor  any  enthusiast.  And  because  this 
engine  is  longiuidinally  mounted,  the  Legend  Sedan 
has  an  ideal  60  40  weight  distribution,  which  im- 
proves both  braking  stability  and  handli: 

That  handling,  vou'll  be  pleased  to  know  comes 
from  a  four-wheel  double-wishbone  suspension 
thatfc  renowned  for  its  ability  to  straighten  hard  cur\  I 
soften  hard  bumps  and  satistv  the  hardest  of  (ft 


Legend  Sedan  L 


ENJOYING  TIME  ON  THE 
J  TIME  THERE 


The  Legend  cabin  offers  equally  innovative  engi- 
neering. While  available  with  such  amenities  as  soft 
leather  and  fine  wood,  it  is  first  and  foremost  ergo- 
nomic.  From  its  controls,  all  positioned  to  reduce  driver 
distraction,  to  a  drivers  seat  that  holds  you  firmly  and 
comfortably  in  place.  There  are  also  air  bags  for  both 
the  driver  and  passenger*  and  seat  belt  tensioners 
that  tighten  the  belts'  grip  upon  impact.  Just  part  of 


the  Legend  Sedans  comprehensive  safety  design 
that  also  includes  anti-lock  brakes. 

Does  all  this  make  the  performance  of  your 
present  car  seem  rather  restrained?  Then  visit  your 
Acura  dealer  to  test  drive  the  Legend  Sedan.  You 
should  find  driving  one  a  very  pleasant  escape.  Call 
1-800-TO-ACURA  for  /ttx    ^  #— .    .»  A 

. ,  (A)  ACURA 

more  information.        V_V  precision  crafted  performance 


Houston's  Granada  Corp.  talks  of  1991  revenues 
of  $2  billion.  Try  $200  million.  This  much-touted 
high-tech  food  concern  is  near  collapse. 

The  incredible 
shrinking  empire 


By  William  P.  Barrett 

In  1989  the  Wall  Street  Journal  in- 
cluded Granada  Corp.  among  its 
"corporate  stars  of  the  future."  The 
newspaper  cited  the  research  by  this 
Houston- based  parent  of  several  pub- 
lic and  private  entities  into  cattle  clon- 
ing and  embryo  transfers.  The  plug 
was  but  one  more  triumph  in  the 
relentless  and  largely  successful  quest 
for  publicity  by  David  Eller,  Grana- 
da's chairman  and  chief  executive. 
Newer  news  clippings,  which  Grana- 
da's press  agents  still  hand  out,  call 
Granada  a  $1  billion  organization.  In 
mid-October  a  Granada  executive 
told  Forbes  that  revenues  this  year 
would  reach  $2  billion. 

But  there  is  less  to  Granada  than 
meets  the  eye.  Actually,  its  total  reve- 
nues, $1  billion  as  recendy  as  1988, 
will  scarcely  be  $200  million  for 
1991.  Profits:  zilch.  Granada's  work 
force  has  shrunk  to  below  900  from 
2,200;  its  cattle  herd  has  dwindled  to 
25,000  from  1  million. 

There  are  two  publicly  traded  stock 
companies  within  the  Granada  orga- 
nization, Granada  Foods  (1990  reve- 
nues, $  1  49  million )  and  Granada  Bio- 
Sciences  ($16  million).  They  are  so 
broke  they  haven't  been  able  to  pub- 
lish their  1990  annual  reports.  The 
Granada  organization  is  vacating  the 
Houston  headquarters  building  it  CO- 
owns  with  the  Filer  family  so  the 
property  can  be  sold  to  satisfy  the 
mortgage  holder.  In  addition,  Grana 
da  is  beset  with  a  scries  of  serious 
shareholder  lawsuits. 

Granada  is  ye!  another  case  ol  the 
media  and  many  investors  taking  e\ 
aggerated   claims   at    lace   value.    In 
1972  David  Filer,  now   53,  and  his 
brother  James,  59,  founded  Granada 


Granada's  David  Eller 

No  money  to  print  the  annual  report. 


Corp.,  which  they  still  own  50-50. 
Stated  purpose:  to  bring  high  tech- 
nology to  the  ancient  craft  of  farming, 
mainly  cattle  farming.  Indeed,  start- 
ing in  the  late  1970s  Granada  earned  a 
reputation  for  research  into  ways  of 
transferring  bovine  embryos  and 
cloning  the  perfect  cow.  The  idea  was 
that  genetically  engineered  catde 
would  produce  more  meat  or  milk 
cheaper. 

From  1975  on,  the  outfit  was  large- 
ly financed  by  tax-sheltered  limited 
partnerships.  A  petroleum  engineer 
by  background,  with  .in  easy,  genial 
demeanor,  David  Filer  proved  to  be 
one  terrific  salesman.  In  a  series  of  five 
limited    partnerships    formed    from 
198 1  to  1986,  he  raised  $249  million. 
These     interests    were    later    rolled 
Over     without  a  vote  of  limited  pan 
ners     into  Granada  foods  Mid  Gra 
nada    BioSciences,    still    majority 
owned  by  the  filers. 

Today  that  S249  million  in  public 


money  has  a  market  value  of  only  $26 
million.  The  development  cost  of  all 
this  whiz-bang  technology  proved  to 
be  so  expensive  that  old-fashioned 
cattle  breeding  techniques,  including 
artificial  insemination,  were  a  lot 
cheaper.  Granada's  overhead  was  also 
quite  high.  "We  got  science  con- 
quered, but  our  efficiencies  were  very 
poor,"  Eller  concedes. 

Granada  lost  an  estimated  $30  mil- 
lion speculating  in  cattle  commod- 
ities, then  couldn't  sell  off  its  own 
stock  profitably.  Plans  to  set  up  a 
vertically  integrated  operation  includ- 
ing eateries  and  retail  stores  foun- 
dered. And  a  large  amount  of  funds 
was  drained  off  into  the  Eller  family 
through  management  fees  and  trans- 
actions with  enterprises  it  controlled. 
The  big  1986  changes  in  the  tax  laws 
cut  off  the  flow  of  new  funds  into  the 
Granada  partnerships  because  they 
removed  most  of  the  tax  incentives  for 
investing  in  them. 

Yet  even  while  its  affairs  were  dete- 
riorating, Granada  managed  to  hide 
the  facts  from  the  outside  world. 
How?  Through  its  complex  corporate 
structure,  which  involved  a  score  of 
interlocking  entities,  most  of  them 
private.  Their  dealings  with  one  an- 
other exaggerated  Granada's  actual 
revenues.  The  partners  did  not  know 
the  overall  picture. 

What  they  did  know  was  that  David 
Eller  was  a  prominent  figure  in  Hous- 
ton's celebrity  world.  He  and  his  wife, 
Linda,  a  Granada  official  who  was  just 
voted  Houston  Business  Woman  of 
the  Year,  were  frequently  featured  on 
the  society  pages  and  photographed 
for  posh  national  magazines  like  I'owti 
&  County.  Filer  served  four  yean 
the  board  chairman  of  his  alma  mater, 
Texas  MkM  University,  where  a  build 
ing  is  named  after  him. 

But  now  the  image  is  fraying  fast. 
According  to  their  latest  tilings,  Gra 
i\m.\.\  Foods  (recently  trading  at  5Vfe) 
And  Granada   BioSciences  (recently 
6V4)  are  losing  money  .\n\.\  have  ncga 
rive  cash  flows  from  operations.  Re 
centlv  laid  off  employees    even  ten 
year  veterans — got  only  two 
severance  plus  vacation.  Mam  ven 
dors  have  Granada  on  a  <.  o  n  basis 
1  ast  year  Granada  BioSciences  .m 
Dounced     executives     had     bought 
$300,000    o\    sunk    with    compaiu 
loans,  a  seeming  vote  of  confident 


*( 


48 


Forbes  ■  November  11.  1*^1 


Has  no  "attitude,"  makes  no  statement. .  .or  does  it? 

The  Original  Lands'  End  Square  Rigger®  Attache 
at  W50  simply  gets  the  job  done. 


Those  of  us  who  make  and  market 
(and  marvel  at!)  this  remarkable 
canvas  carrying  case  are  of  two  minds. 
We  all  agree  that,  in  today's  lingo, 
this  attache  case  has  no  "attitude."  But 
we're  split  on  whether  it  makes  a 
statement.  One  group  says  "No  way!," 
and  in  the  sense  that  pleated  trousers 
and  ultra  minis  identify  a  person,  they 
may  be  right. 

The  other  group 
has  a  point,  too. 

They  claim  that  the  Square  Rigger* 
Attache  does  make  a  statement.  It  says 
to  you  who  read  this,  "Look.  You  want 
to  get  the  job  done,  I'm  your  bag.  Your 
boss  will  appreciate  me,  too,  in  these 
days  when  he's  sweating  bullets  over 
budgets.  Put  me  to  work.  You'll  see." 

It's  true,  you  know.  Over  600,000 
of  these  handy  little  frequent  fliers  have 
proved  their  worth  in  all  sorts  of 
situations. 

It's  made  of  tough  18  oz.  cotton 
canvas -the  very  same  material  once 
used  in  making  sails.  In  this 
incarnation,  the  bag  helps  make 
"sales,"  since  it's  put  together  carefully 
with  you  in  mind.  It's  given 
comfortable  padded  handles,  smooth- 
operating  plastic  zippers,  D-rings  to 
accommodate  a  shoulder  strap.  Inside, 
there's  a  thoughtfully  arranged  set  of 
canvas  dividers,  with  pockets  where 
you  need  them,  even  a  strap  for  the  keys 
you  need  to  get  to  the  airport,  but  don't 
need  jangling  in  your  pocket  as  you  go 
about  your  work. 


The  Square  Rigger 
holds  more  than  it's  meant  to. 


We  make  it  ourselves 
and  it's  GUARANTEED.  PERIOD! 

Soft  luggage  is  one  category  of  product 
Lands'  End  makes,  because  when  we 
first  began,  we  couldn't  find  the  quality 
we  insisted  on  to  meet  our  standards. 
Today,  there  is  comparable  quality -but 
not  usually  at  anywhere  near  our  $39.50 
price.  (Remember,  we  deal  with  no 
middlemen,  so  we  can  avoid  their  mark- 
ups.) Our  guarantee  is  also  matchless.  It 
reads:  GUARANTEED.  PERIOD? 

So,  why  not  try  us?  Right  now.  You 
can  demonstrate  attitude,  yourself,  if  you 
like.  There's  a  phone  up  front  that  takes 
credit  cards,  surely  Dial  1-800-338-2000, 
ask  for  item  #0440-2N95,  available  in 
Navy  and  Black,  and  let  us  do  the  rest. 
Please  add  $4.25  shipping.  Sales  tax  if 
you  live  in  IL,  IA,  WI  or  CA.  Or,  if  time 
is  still  draggin',  you  can  fill  out  the 


coupon  below  to  get  our  latest  catalog. 

One  thing  more.  When  you  board 
your  next  flight  with  the  Square  Rigger* 
Attache,  you'll  be  the  kind  of  passenger 
others  will  hope  fills  an  adjacent  empty 
seat.  Really! 

Prices  effective 
thru  Dec.  31,  1991 


Please  send  me  the  latest  catalog 

Lands'  End        Dept.  H-A6 
1  Lands'  End  Lane 
Dodgeville,WI  53595 

Name 


Address 


City_ 


State 


-Zip. 


Granada  Corp. 

Only  later  did  it  become  known  that 
the  company  would  cover  any  losses. 

filler's  team  is  scrambling  for  fresh 
funds  to  keep  going — really  scram- 
bling. In  mid-September,  according 
to  Houston  deed  records,  a  Granada 
Foods  subsidiary  got  a  $2  million 
bank  loan — but  only  after  the  Eller 
family  signed  personal  guarantees  and 
also  posted  some  unrelated  collateral. 
Attempts  by  Granada  to  find  joint 
venture  partners  have  been  unsuc- 
cessful. Even  Texas  a&m  balked  at 
supporting  a  bond  issue  that  would 
have  helped  Granada.  Contracts  sell- 
ing goods  or  technology  to  foreign 
buyers,  announced  by  Granada  Bio- 
Sciences  amid  much  hoopla,  have 
generated  little  money. 

In  a  Houston  court  pleading  this 
summer,  one  Granada  entity  ac- 
knowledged huge  unpaid  legal  bills — 
a  virtual  admission  of  insolvency.  Not 
surprising.  A  half-dozen  serious  law- 
suits are  moving  toward  trial,  filed  by 
disgruntled  Granada  investors  claim- 
ing Eller  and  others  misled  them  over 
the  years  or  siphoned  off  assets.  One 
investor  lawsuit  accuses  Granada  of 
touting  tax-writeoff  advantages 
while  aware  the  Internal  Revenue 
Service  had  successfully  challenged 
deductions  by  individual  taxpayers. 
Among  the  many  people  suing  Gra- 
nada is  Fort  Worth  near- billionaire 
Edward  Bass.  Granada  responds  it 
has  done  nothing  wrong. 

Possibly  anticipating  a  bankruptcy 
filing,  former  Granada  employees  say 
officials  in  recent  months  have  moved 
some  farm  equipment  and  vehicles  off 
Granada  books  and  gotten  rid  of 
backup  documentation.  Eller  denies 
any  improprieties.  But  this  is  not  ex- 
actly unheard-of  stuff  at  Granada;  in 
the  course  of  continuing  litigation,  a 
Granada  employee  admitted  under 
oath  that  he  signed  back-dated  loan 
and  corporate  documents  at  the  di- 
rection of  superiors.  Other  embar- 
rassing documents  have  also  surfaced. 

Don't  write  Granada  off — com 
plctely.  You  can't  rule  out  that  some 
larger  company  will  buy  part  or  all  of 
the  Granada  organization,  or  that 
Eller  will  find  foreign  joint  venture 
partners  with  deep  pockets.  David 
Eller  is  one  resourceful  man.  But  his 
unfortunate  fellow  shareholders  can 
kiss  most  of  their  original  invest 
ment  good  bye.  H 


Cowboys  are  putting  on  holsters  again— for  cellular 
telephones,  not  six-shooters.  Will  rural  operator  Cellular 
Inc.  be  the  next  independent  to  be  merged  away? 

Phone,  phone 
on  the  range 


By  Matthew  Schifrin 

Rancher  Kenneth  Mesaros  could  be 
anywhere  on  his  10,000-acre  ranch 
near  the  Big  Belt  Mountains  in  Cas- 
cade, Mont.,  but  he  can  always  be 
reached,  because  his  cellular  phone  is 
right  there  in  his  pickup. 

A  few  hundred  miles  southeast  of 
Mesaros'  spread,  Boyd  Quindt,  21,  is 
working  a  combine  on  his  family's 
ranch  in  Lamar,  Colo.  One  of  his 
truck's  water  pumps  has  broken.  By 
cellular  phone,  Quindt  asks  a  local 
supplier  to  stay  open  until  he  can  get 
to  town,  thereby  saving  a  day  of 
downtime.  (Quindt  talked  to  Forbes 
on  his  cellular,  while  hauling  hay.) 

Cellular  telephony  has  become  a 
major    time-management    tool    for 


people  like  Mesaros  and  Quindt.  But 
the  operators  of  rural  cellular  systems 
are  still  losing  money  hand  over  fist. 
The  purest  play  in  rural  cellular  sys- 
tems is  Denver-based  Cellular  Inc., 
with  nearly  18,000  subscribers  spread 
across  Idaho,  Montana,  Wyoming, 
Colorado,  Utah,  North  and  South 
Dakota,  Wisconsin  and  Iowa.  But 
Cellular  Inc.  is  expected  to  lose  S28 
million  on  revenues  of  S16  million 
(including  minority  stakes)  in  fiscal 
1991 .  Cash  flow  should  be  about  S24 
million  less  than  the  company  needs 
to  meet  its  operating  and  capital  ex- 
penses and  service  its  heavy  debt. 

Cellular  Inc.  was  put  together  in 
late  1983  by  a  group  of  small  Colora- 


Colorado  farmer  Boyd  Quindt  making  calls  from  his  combine 
A  handy  management  tool  where  pay  phones  ar 
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Since  1853,  U.S.  Trust  has  been  managing  clients'  assets  to  produce  attractive  returns, 
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regardless  of  economic  conditions.  In  these  unpredictable  times,  we  can  make  your  assets 
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Cellular  Inc. 


$  Cellular  Inc. 
|  Chief  Executive 

Arnold  Pohs 

Hoping  the 

heartland  won't 

leave  him  out 

in  the  coM. 


do  telephone  companies,  which  re- 
cruited Arnold  Pohs,  a  Bronx -born 
financial  man  who  at  the  time  was  a 
venture  capital  consultant.  He  was 
moving  to  capitalize  on  a  decision  by 
the  Federal  Communications  Com- 
mission that  divided  the  country  into 
733  individual  cellular  markets.  Each 
market  would  then  get  two  licenses — 
a  "wireline"  license  and  a 
"nonwireline."  The  licenses  were  to 
be  awarded  by  lottery  in  each  market. 
Anyone  could  (and  thousands  did) 
apply  for  nonwireline  licenses.  But  the 
wireline  licenses  could  be  applied  for 
only  by  the  nation's  1,400  indepen- 
dent telephone  companies. 

Pohs  saw  that  anyone  who  could 
apply  for  wireline  licenses  in  partner- 
ship with  the  telephone  companies 
stood  a  far  better  chance  of  winning 
than  someone  who  applied  for  a  non- 
wireline license.  But  why  would  a 
telephone  company  allow  an  outsider 
to  join  its  application?  Answer,  be- 
cause a  lot  of  the  rural  markets  were  s(  > 
small  that  the  independent  telephone 
companies  didn't  have  the  finan 
strength  or  expertise  to  exploit 
license,  for  example,  United  Farmers 
Telephone  Co.,  in  Everly,  Iowa,  has 
just  6  employees  and  530  customers 
for  its  regular  telephone  service. 

Pohs  brought  economies  of  scale  to 
the  table.  He  proposed  that  Cellular 


Inc.  would  put  up  the  money  to  apply 
for  licenses,  and  then  finance  and 
construct  the  equipment  and  market 
cellular  service  in  the  independents' 
markets.  In  exchange,  Cellular  Inc., 
often  as  general  partner,  would  re- 
ceive a  minority  interest  (usually  49%) 
in  each  wireline  license  won.  To  fund 
the  application  process,  Pohs  raised 
$7  million  in  a  1986  public  stock 
offering  underwritten  by  two  regional 
brokerage  firms.  He  won  83  licenses 
and  has  since  bought  more,  bringing 
Cellular  Inc.'s  current  number  of  li- 
censes to  87.  These  cover  9  million 
potential  subscribers;  Cellular  Inc.'s 
share  of  those  pops  works  out  to  27%. 

To  finance  construction  of  his  sys- 
tems, Pohs  raised  over  $200  million 
via  debt,  equity  offerings  and  lines  of 
credit.  The  company  now  has  all  of  its 
87  markets  in  operation. 

Now  comes  the  hard  part:  to  make 
the  business  grow  enough  to  cover 
debt  service  now  running  at  about 
$13  million  annually.  Pohs  has  come 
up  with  some  creative  marketing 
ploys.  In  Montana  some  banks  give 
( lellular  Inc.'s  service  as  a  premium  to 
new  business  accounts.  And  Cellular 
Inc  h  is  developed  a  value  added  scr 
vice  that  monitors  temperature  and 
humidit)  in  Idaho  potato  farmers1 
potato  cellars,  i  conditions  m  the 
cellars  change,  the   cllular  system  calls 


the  farmer  automatically. 

But  Pohs  is  in  a  race  against  time. 
Cellular  Inc.  has  a  $77  million  line  of 
credit  from  CoBank-  National  Bank 
for  Cooperatives.  Pohs  is  now  trying 
to  increase  that  line  by  $53  million. 
Without  the  credit  extension,  Cellular 
Inc.  will  be  hard-pressed  to  improve 
and  expand  its  cellular  service.  Mam 
potential  customers,  however,  want 
to  see  improved  sen  ice  before  signing 
up.  It  could  become  a  painful 
financial  bind. 

Yet  Cellular  Inc.'s  stock  has  dou- 
bled in  the  last  year,  recently  trading 
at  14%.  It's  the  old  theory:  The  com 
pany  may  be  worth  more  to  an  ac 
quirer  than  to  its  shareholders.  Wall 
Street  probably  figures  Cellular  Inc. 
will  be  forced  into  the  arms  o[\\  rich 
telecommunications  company  intent 
upon  expanding  its  cellular  business 

At  14;*4asharc,  John  Bauer,  anaKst 
at  Prudential  Securities,  says  Cellular 
Inc.'s  potential  subscribers  are  valued 
at  around  $45  each  This  is  far  below 
the  $200  per  potential  subscriber  at 
which  cellular  licenses  have  recent l\ 
changed  hands  There's  a  gixxl 
chance  that  an  acquirer  might  be  will 
ing  to  pay  at  least  $75  per  potential 

Subscriber   Says  Alt' Humphries,  ana 

Kst  at  Hanifen,  bnhoffin  Denvi 

"That's  nothing  for  a  U  s    Wesl  or 

Contel  «,.n  "  h 
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IT'S  OUTRAGEOUS. 
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As  a  leader  in  telecommunica- 
tions and  the  use  of  fiber  optics, 
Centel  has  succeeded  by  not  only 
discovering  the  power  of  tech- 
nology, but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 
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"Rights"  appeared  from  Constitutional  clauses  where 
they  had  never  been  found  by  the  greatest  legal  minds. 
No  wonder  the  Supreme  Court  fell  into  the  political  pit. 

Of  ends 
and  means 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


However  divisive  the  issues  raised 
during  the  confirmation  hearings  for 
Judge  Clarence  Thomas  to  become  a 
Supreme  Court  Justice,  there  are  two 
things  on  which  virtually  everyone 
agrees.  They  are  glad  that  it  is  over 
and  they  think  that  something  is  dras- 
tically wrong  with  the  process. 

The  means  employed  in  the  confir- 
mation process  now  include  roving 
bands  of  professional  character  assas- 
sins, scouring  this  country  from  coast 
to  coast,  for  plain  and  simple  dirt.  How 
many  other  nominees  could  have  sur- 
vived this  nationwide  scavenger  hunt 
for  sleaze,  with  nothing  worse  than 
unsubstantiated  allegations? 

Even  one  of  the  witnesses  who 
came  forward  to  testify  against  Anita 
Hill  found  himself  the  target  of  a 
damaging  accusation  on  nationwide 
television,  based  oil  an  allegation  that 
was  not  only  unsubstantiated  but 
even  unsworn.  Given  how  recently  he 
came  forward,  the  character  assassins 
must  have  acted  with  lightning  speed. 

Some  call  this  kind  of  thing    hard 
ball  politics,"  sort  of  "boys  will  be 
boys"  in  Washington.  Hut  out  in  the 
real  world  beyond  the  Beltway,  com 
mon   decency    is    not    just    a   quaint 


notion  to  be  sneered  at  by  sophisti- 
cates. If  we  lose  common  decency, 
whatever  we  gain  will  not  be  worth  it. 

Nothing  could  so  much  betray  the 
blindness  of  those  who  have  been  in 
politics  too  long  as  the  claim  that  the 
confirmation  process  has  gotten  so 
ugly  only  because  Presidents  Reagan 
and  Bush  have  tried  to  "pack"  the 
Supreme  Court  with  nominees  of  the 
same  ideological  bent.  This  is  saying 
that  stomach-turning  tactics  have 
been  a  deliberately  chosen  strategy, 
rather  than  a  mere  deterioration  of 
decency. 

The  logic  of  such  an  argument  is 
that  future  confirmation  hearings  will 
be  mudslinging  contests  as  well,  until 
the  Senate  gets  a  larger  role  in  the 
"advise  and  consent"  process.  It  is 
saying  that  political  terrorism  will 
hold  future  nominees  hostage  until 
they  are  ransomed  by  White  House 
concessions. 

The  blindness  in  such  an  argument 
is  that  it  fails  to  recognize  that 
the  voting  public  does  not  accept  the 
notion  that  political  ends  justify 
any  means. 

The  ideological  makeup  of  the  Su- 
preme Court,  or  the  role  of  Senatorial 
influence  on  Presidential  nomina 
tions,  are  issues  on  which  reasonable 
people  might  disagree.  But  there  is  no 
disagreement  among  the  vast  major- 
ity of  Americans  that  character  assassi- 
nation is  not  the  means  by  which 
political  disputes  are  to  be  settled. 

lo  the  public,  the  issue  was  whether 
Professor  Anita  F.  Hill  or  Judge  C'lai 
encc  Thomas  was  telling  the  truth. 
That  has  nothing  to  do  with  the 
political  disputes  used  to  justify  (thard 
ball  politics."  To  tie  the  two  together 
is  to  say  that  you  don't  really  care  who 
is  idling  the  truth,  that  whai  \ou  really 


want  is  a  bigger  piece  of  the  action 

New  York  Times  columnist  Leslie 
Gelb  said  in  plain  English  what  some 
leading  Democrats  have  been  saying 
in  a  roundabout  way.  According  to 
Mr.  Gelb,  "it  was  Mr.  Bush  who 
carried  politics  too  far"  by  "trying  to 
pack  the  Court  with  conservatives." 
After  the  President  "took  the  Court 
into  the  political  pit,"  that,  "predict- 
ably, ignited  an  ugly  political  brawl." 

In  other  words,  the  ugly  political 
brawl  we  have  been  witnessing  was  not 
about  the  merits  of  the  charges  against 
Clarence  Thomas.  If  it  was,  then  the 
same  battles  would  have  been  justi- 
fied, regardless  of  how  he  was  selected. 

If  the  Senate  Democrats  and  the 
President  had  selected  the  nominee  in 
the  most  collegia!  manner  possible, 
and  if  Clarence  Thomas  were  a  clone 
of  former  Justice  Lewis  F.  Powell — 
or  even  Thurgood  Marshall — the 
charges  brought  by  Anita  Hill  and 
Thomas'  denial  would  have  had  exact- 
ly the  same  significance  that  they  did. 

You  cannot  have  it  both  ways.  Ei- 
ther the  complaints  raised  against  the 
nominee  were  real — in  which  case,  his 
ideology  or  the  methods  by  which  he 
was  selected  are  irrelevant — or  the 
complaints  were  phony,  and  were 
used  to  get  more  clout  for  the  Senate. 

Is  the  bottom  line  that  character 
assassins  are  going  to  be  turned  loose 
to  find  more  Anita  Hills  for  future 
nominees,  unless  and  until  the  Senate 
gets  its  say  in  how  they  are  selected 
and  who  they  are? 

Ironically,  the  very  reason  the  Su- 
preme Court  has  become  such  a  polit- 
ical battleground  over  the  past  30 
years  is  that  the  Court  itself  too  often 
operated  as  if  the  political  end  justi- 
fied the  judicial  means.  "'Rights"  ap 
peared  out  of  thin  air  from  Constitu- 
tional clauses  where  they  had  never 
been  found  by  the  greatest  legal 
minds  in  the  history  of  the  republic. 

Precedents  which  had  suhkI  for  a 
century  or  more  fell  like  tenpins  dur 
ing  the  Warren  Court  era  -all  to  the 
applause  of  those  \\  ho  today  cry  out  in 
anguish  when  the  new  precedents  uc 
trimmed  back 

The  Supreme  (.  ouri  took  itself  into 
the  political  pit.  It  will  not  get  out 
again  until  judges  .\nd  politicians  al 
recognise  that  political  ends  do  not 
iusnt\  any  means,  rhe  voters  can  help 
them  both  to  understand  that.        H 
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With  2.7  billion  potential  viewers,  the  new  STAR  TV,  the  first 
pan-Asian  TV  network,  will  revolutionize  marketing  in  the  region 
and  frighten  local  governments. 

The  Asian  village 


By  Andrew  Tanzer 

Half  of  mankind,  potentially,  could 
have  watched  the  opening  serve  at  the 
U.S.  Open  tennis  tournament  on 
Aug.  26.  The  match  was  the  first 
action  to  be  broadcast  live  at  the 
launch  of  Prime  Sports,  the  first  sta- 
tion on  a  new  pan -Asian  satellite  tele- 
vision network.  Most  of  this  vast  po- 
tential audience — 2.7  billion  people 
living  in  38  countries  from  Egypt 
through  India  to  Japan  and  the  Soviet 
Far  East  to  Indonesia — don't  yet  have 
television  sets,  let  alone  satellite  dish- 
es. But  they  will,  and  sooner  than 
most  people  think. 

This  all-sports  channel  is  the  first- 
ever  satellite  system  to  broadcast 
across  Asia.  It  will  not  be  alone  for 
long.  Already  espn  and  Turner  Broad- 
casting's cnn  plan  to  begin  pan-Asian 
transmissions  by  the  end  of  this  year. 

The  sports  channel,  a  joint  venture 
between  HutchVision  and  Denver- 
based  sports  cable  programmer  Prime 
Network  International,  is  the  first  ele- 
ment of  star  TV — an  acronym  for 
Satellite  Television  Asian  Region. 
star  TV  is  owned  by  Hong  Kong- 
based  HutchVision  Group,  star  TV's 
Prime  Sports  is  already  broadcasting 
24  hours  a  day. 

But  sports  is  only  the  beginning.  In 
September  star  tv  launched  its  sec- 
ond channel,  mtv  Asia,  in  a  tie-up 
with  Viacom  International's  MTV 
Networks.  The  third  channel, 
launched  in  October,  is  a  Mandarin 
Chinese-language  channel  that  deliv- 
ers dramas,  comedies,  movies  and  fi- 
nancial news  and  is  aimed  at  the  mil- 
lions of  overseas  Chinese  spread 
across  Asia. 

In  mid-November  HutchVision 
will  add  a  24  hour  English  language 
news  channel  in  a  joint  venture  with 
BBC  World  Service  Television.  And  in 
December  star  tv  will  oiler  a  fifth 
channel — family  entertainment  made 
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up  of  movies,  soap  operas,  comedies 
and  sitcoms. 

HutchVision  is  #  initially  targeting 
an  elite  5%  in  several  key  markets  in  a 
vast  potential  audience,  including 
Hong  Kong,  Taiwan,  South  Korea, 
Indonesia  and  India.  (With  its  own 
satellite  TV  and  relatively  abundant 
programming,  Japan  will  not  be  a 
prime  target.)  They  are  English- 
speaking,  well-educated,  well-trav- 
eled and  well-heeled  Asians.  "We  be- 
lieve there's  a  strong  commonality 
among  these  consumers  in  terms  of 
lifestyle,  tastes  and  thirst  for  interna- 
tional information,"  says  Richard  Li, 


Richard  Li, 
deputy  chairman 
of  HutchVision 
The  first 
pan-Asian 
satellite 
television 
network  targets 
English-speaking, 
well-educated, 
well-traveled 
and  well-heeled 
Asians. 


25,  deputy  chairman  of  HutchVision 
and  the  younger  son  of  Hong  Kong 
multibillionaire  Li  Ka-shing.  Agrees 
Tom  Hartje,  Hong  Kong- based  man- 
aging director  of  advertising  agency 
Leo  Burnett  Ltd.,  "What  is  more 
universal  than  pop  music  and  sports?" 
That  may  be  true,  but  HutchVision 
still  faces  tremendous  cultural,  com- 
mercial and  regulator)'  barriers.  While 
HutchVision  may  some  day  scramble 
broadcast  signals  and  charge  viewers 
subscription  fees,  advertisements  are 
now  the  dominant  source  of  revenue 
for  free-to-air  star  TV.  But  most  ad 
budgets  are  drawn  up  country  by 


country,  and  commercials  are  ex- 
pressed in  the  local  idiom. 

"Right  now  you  don't  really  know 
what  you're  buying,"  says  Kingsley 
Smith,  chairman  of  McCann-Erick- 
son  (Hong  Kong)  Ltd.  But  he  adds: 
"If  STAR  is  successful,  it  could  influ- 
ence the  way  ads  are  written  in  Asia." 

Not  that  star  TV  needs  a  quick 
return  to  survive.  Owner  Hutch- 
Vision  has  patient  backers  with  very 
deep  pockets.  The  company  is  a  50-50 
joint  venture  between  tycoon  Li  Ka- 
shing  and  Hong  Kong  conglomerate 
Hutchison  Whampoa,  in  which  Li  is 
the  controlling  shareholder.  Hutchi- 
son also  owns  one -third  of  AsiaSat  I, 
the  satellite  in  geostationary  orbit 
above  Singapore  that  beams  STAR  TV's 
signals. 

In  its  quest  for  subscribers  and 
advertising  dollars,  STAR  TV  is  already 
running  into  competition  from  an- 
other regional  satellite,  Palapa  B2P. 
The  Indonesian-run  satellite  has  a 
footprint  stretching  across  Southeast 
Asia  (see  map).  In  addition  to  sports 
programming  from  espn  and  news 
from  CNN,  Palapa  B2P  will  broadcast 


Giant  steps  for  Asian  TV 


AsiaSat  I,  through  its  northern  and  southern  footprints, 
and  Palapa  B2P  satellites  broadcast  to  a  vast  potential 
audience.  They  emit  the  widely  dispersed  C-band 
signal,  which  is  relatively  weak  and  which 
requires  a  large  dish  receiver. 


Hong  Kong- based  Business  News 
Network  (bnn),  an  all-business  and 
financial  news  station,  beginning  in 
March.  This  startup,  formed  by  Brit- 
ish entrepreneur  Edward  Milward- 
Oliver  and  backed  by  Taiwanese  in- 
vestors, will  likely  be  followed  by  oth- 
er channels.  Time  Warner's  HBO  is 
reportedly  also  negotiating  transpon- 
der space  on  Palapa. 

The  most  compelling  reason  satel- 
lite TV  may  work  in  Asia  is  that  "it's  a 
marketplace  that's  starved  for  televi- 
sion programming,"  says  Jack  Stan- 
field,  senior  vice  president  for  pro- 
gramming at  Prime  Network,  star 
tv's  partner  in  the  sports  channel. 
According  to  STAR  TV's  calculations, 
there  is  an  average  of  2.4  channels  per 
country,  less  than  10%  of  what  most 
Americans  can  now  flip  among.  Most 
existing  Asian  channels  are  govern- 
ment-owned and  offer  mind-numb- 
ing programming.  Some  analysts 
point  to  very  high  VCR  penetration — 
70%  in  Hong  Kong,  for  example — as 
an  indication  of  the  dissatisfaction 
with  TV  programming. 

The  regulators  and  bureaucrats 
may  well  prove  to  be  the  biggest 
obstacle  to  Asia's  new  broadcast  me- 


dia entrepreneurs.  Asian  govern- 
ments habitually  seek  to  control  the 
flow  of  news  and  information  into 
their  countries.  They  also  want  to 
protect  domestic — mainly  state- 
owned — terrestrial  broadcasters.  In 
Singapore  and  Malaysia,  for  instance, 
selling  satellite  dishes  to  households  is 
illegal.  The  protectionist  Japanese 
government,  always  eager  to  manage 
markets,  prevents  its  overregulated 
domestic  cable  industry  from  taking 
broadcasts  off  foreign  satellites. 

But  once  signals  come  beaming 
down  and  the  receiving  technology 
gets  cheaper,  it's  only  a  matter  of  time 
before  people  find  a  way  to  view 
what's  on  offer.  Industry  specialists 
expect  the  size  of  dishes  to  shrink  and 
prices  to  drop  sharply  over  the  next 
few  years.  Except  in  a  city-state  like 
Singapore,  a  ban  on  dish  sales  will  be 
impossible  to  police.  Taiwan,  for  in- 
stance, bans  small  satellite  dishes,  but 
there  are  an  estimated  1.5  million  in 
use  on  the  island,  and  underground 
cable  operators  are  flourishing. 

A  technological  compromise  that 
might  well  suit  viewers,  broadcasters 
and  bureaucrats  would  center  on  a 
marriage  of  satellite  and  cable  televi- 
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If  this  is  what  our  winter  looks  like, 
just  imagine  summer. 
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Satellite  TV 

sion  technologies.  To  create  their 
huge,  pan-Asian  footprints,  the  Asia- 
Sat  I  and  Palapa  B2P  satellites  broad- 
cast on  the  so-called  C-band  section 
of  the  radio  spectrum.  A  C-band  sig- 
nal is  widely  dispersed  but  relatively 
weak.  To  receive  it  requires  a  large  (8 
feet  in  diameter  in  Hong  Kong)  and 
expensive  ($2,500  in  Hong  Kong 
currently)  antenna  dish,  which  varies 
in  size  depending  on  the  location 
within  the  footprint. 

Rather  than  install  such  dishes  at 
tens  of  millions  of  Asian  households, 
it  makes  more  sense  to  beam  broad- 
casts to  a  few  big  dishes  for  each 
metropolitan  market,  and  then  redis- 


"We  believe  there's 
a  strong  commonality 
among  these  consumers 
in  terms  of  lifestyle, 
tastes  and  thirst 
for  international 
information,"  says 
Richard  Li.  But 
Hutch  Vision  faces 
cultural,  commercial, 
and  regulatory  barriers. 


tribute  the  signal  to  individual  house- 
holds via  coaxial  (or  better  yet,  fiber- 
optic) cable  or  through  microwave 
technology.  Bureaucrats  might  go 
along  with  this  idea  because  they  can 
more  easily  keep  their  suspicions  eyes 
on  a  handful  of  big  dishes  than  on 
millions  of  smaller  ones. 

Most  Asian  governments  have  so 
far  held  back  the  growth  of  cable  in 
their  countries.  But  forward  thinking 
Hong  Kong  will  grant  the  colom  *s 
first  cable  franchise  in  the  next  few 
months.  The  winner  is  expected  to  be 
Wharf  (Holdings),  a  property  giant 
formed  by  the  late  tycoon  Y.K.  Pao. 
which  plans  a  20  channel  cable  »\« 
tern.  "The  consumer  in  1  long  Kong  is 
prepared  to  pay  for  quality  entertain 
ment,*'  says  Stephen  Ng,  Wharf  man 
aging  director. 

Through  one  technology  oranoth 
er,  Asian  households  are  about  to  be 
opened  up  to  the  same  kind  of  view 
ing  choice  Americans  have  grown  k 
customed  to    "Governments  won't 
have  a  choice  ultimateh.'*  sav  s  i 
Burnett's    lorn  Hamc    "There's  no 
way  they're  going  to  stop  it."        H 
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Buckle  up -together  we  can  save  lives. 
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FORD  TAURUS  SHO. 

It's  a  wake-up  call  in  a  world  of  sleepy 
sedans.  The  24-valve,  220  horsepower  shot 
of  adrenalin  called  Ford  Taurus  SHO. 
When  its  Super  High  Output  V-6  comes 
alive,  a  special  sport-tuned  suspension 
and  anti-lock  brakes  sync  up  with  a  new, 
improved  five-speed  shifter  to  create  a 
responsive  and  invigorating  performance. 

The  SHO's  new  dash  flows  into  the 
doors  in  a  seemingly  seamless  manner. 
SHO  also  has  performance  gauges  and 
articulated  sport  seats  with  optional 
leather  trim. 

Outside,  ground  effects  enhance  a  new 
shape  to  create  a  dramatic  look.  One  to 
be  noticed  both  coming  and  going. 

NEWS  ABOUT  SAFETY. 

All  it  takes  is  some  rapid  eye  movement 
around  the  cockpit  to  see  what's  new. 
For  safety's  sake,  there's  a  newly  available 
front  passenger-side  air  bag.  A  driver- 
side  air  bag  comes  standard.  Both 
supplemental  restraint  systems  should 
be  used  with  your  safety  belt. 
Take  your  daily  routine  down  a  new 
route.  The  1992  Ford  Taurus  SHO. 

NEW  BUMPER-TO-BUMPER  WARRANTY. 

New  36-month/ 36,000-mile  limited 
warranty  requires  no  deductible.  See 
your  dealer  for  a  copy. 

NEW  TAURUS 


While  the  Tokyo  region  bulges  like  an 
overstuffed  sardine  can,  much  of  the  rest  of  Japan 
languishes  economically.  Tetsundo  Iwakuni 
wants  to  reverse  this  baleful  trend. 

You  can 

go  home  again 


By  Gale  Eisenstodt 

Three  years  ago  Tetsundo  Iwakuni, 
55,  quit  his  job  as  a  senior  vice  presi- 
dent of  Merrill  Lynch  Capital  Markets 
in  New  York  to  become  mayor  of 
Izumo  (pop.  83,000),  the  pictur- 
esque coastal  city  in  southwestern  Ja- 
pan where  he  grew  up. 

After  30  years  in  international  busi- 
ness, Iwakuni  wanted  to  go  back  to 
his  roots.  Izumo  is  a  Japan  far  re- 
moved from  the  wealth  and  oppres- 
sive density  of  Tokyo.  Amid  long 


stretches  of  rice  paddies  and  vine- 
yards, construction  is  under  way  on  a 
giant  sports  stadium  that  Iwakuni 
hopes  will  lure  out-of-town  specta- 
tors. He  woos  manufacturing  plants 
with  subsidies  and  tax  breaks.  An 
industrial  park  built  in  the  1970s  that 
was  only  30%  full  two  years  ago  is  now 
80%  occupied. 

In  his  small  way  Iwakuni  is  trying  to 
reverse  the  flow  of  money  and  people 
from  small-town  Japan  to  Tokyo  and 


A  park  in  Saitama  Prefecture,  a  Tokyo  suburb 

Life  is  better  outside  Tokyo, :  ut  their  parents  keep  moving  to  the  big  city. 


other  metropolitan  areas.  Shimane 
Prefecture,  where  Izumo  is  located,  is 
losing  population  as  young  people 
leave  for  better-paying  jobs  in  Tokyo. 
Thanks  in  part  to  Iwakuni's  efforts, 
Izumo's  population  has  trended 
slightly  upward. 

The  Tokyo  area  alone  has  account- 
ed for  half  of  Japan's  postwar  popula- 
tion growth.  Between  1985  and  1990 
nearly  40%  of  Japan's  47  prefectures 
lost  population.  Metropolitan  Tokyo, 
occupying  a  scant  3.5%  of  Japan's 
territory,  is  home  to  26%  of  its  124 
million  people  and  generates  30%  of 
Japan's  gross  national  product. 

"Japan  achieved  rapid  growth  by 
centralizing  economic  and  adminis- 
trative functions  in  Tokyo,"  Iwakuni 
says.  "But  this  efficiency  was  gained  at 
the  sacrifice  of  rural  areas."  Iwakuni 
envisions  a  more  decentralized,  more 
economically  balanced  Japan. 

In  this  goal  Iwakuni  is  striving  for 
virtual  revolution  in  Japanese  society. 
The  patterns  by  which  people  and 
businesses  are  dispersed  in  Japan  af- 
fect everything  from  land  prices  to  the 
way  Japanese  spend  and  save  money. 
A  square  foot  of  residential  land  in 
Tokyo  costs  40  times  more  than  the 
same  bit  of  earth  in  Iwakuni's  Shi- 
mane Prefecture.  With  so  much  of  a 
Tokyo  salaryman's  wages  going  for 
housing,  there  is  less  for  disposable 
income.  More  disposable  income 
might  mean  more  imports,  which,  in 
turn,  would  help  deal  with  Japan's 
unmanageable  trade  surpluses 

Besides,  by  developing  its  outlying 
areas,  the  Japanese  would  divert  capi- 
tal that  currently  goes  into  foreign 
investment  and  into  producing  for 
export.  Says  Morihiro  Hosokawa,  tor 
mer  governor  of  Kunumoto  Pre:, 
ture  in  Kyushu,  and  a  leading  advo 
catc  of  creating  a  federalist  system  in 
Japan:  "There  is  plenty  of  room  for 
economic  growth  here  without  push 
ing  exports." 

As  pan  of  a  deal  struck  with  the 
U.S.  last  year,  Japan  agreed  to  spend 
more  than  S3  trillion  o\  et  the  next  ten 
yean  on  public  works  to  boon  do 
mesne  demand.  The  more  this  mone\ 
is  pushed  out  into  the  countryside, 
the  more  it  will  accomplish  what  the 

trade  negotiators  hoped 
But  for  now,  young  Japanese  are 

simph  following  the  mone\  when 
they  abandon  rural  areas  anil  tlock 
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110  YEARS  OF 
PERFORMANCE 


The  Mov.ido  Museum  di<il  is  <i  registered  trademark  o(  f  h<-  Movado  W.itc  h  Company. 

One  hundred  and  ten  years  ago  in  La  Chaux-de- 
Fonds,  Switzerland  marked  the  beginnings  of  the 
Movado  heritage.  Throughout  the  years,  Movado 
has  received  over  1,500  awards  for  design  and 
engineering  innovation. 

Today,  one  of  Movado's  most  famous  timepieces, 
The  Museum  Watch,  is  in  the  permanent  collections 
of  museums  around  the  world. 

Appropriately,  it  is  the  design  inspiration  for  a 
unique  new  watch  created  to  celebrate  Movado  at  a 
century  plus  ten. 

The  legend  continues:  Introducing  The  Movado1 
Museum®  110  Anniversary  Watch. 


Available  in  18  karat  gold  micron  finish  with 

a  quartz  movement  or  a  special  limited  edition  of  110  watches  in 

solid  18  karat  gold  with  a  self-winding  mechanical  movement. 

MOVADO 

The  MuseumAA/atch. 


BAILEY  BANKS  &  BIDDLE 
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Tokyo 
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Tetsundo  Iwakuni, 
Mayor  of  Izumo 
After  moving 
from  Wall  Street 
to  Izumo's  City 
Hall,  Iwakuni  is 
battling  Japan's 
highly  centralized 
administrative 
system. 


Tokyo.  Even  after  paying  Tokyo's 
exorbitant  rents  and  high  food  prices, 
the  average  Tokyo  salaryman  will  save 
$600,000  (in  today's  money)  over  a 
lifetime — far  more  than  he  would  in 
the  countryside  or  even  in  prefectures 
with  midsize  cities  like  Hiroshima  or 
Fukuoka.  In  this  sense  Tokyo  is  quite 
distinct  from  New  York,  where  high 
taxes  are  driving  employers  and  ambi- 
tious people  away  (see  story,  p.  150). 

Left  in  Japan's  outlying  towns  is  a 
disproportionate  share  of  the  elderly 
with  a  big  need  for  social  services. 
Some  17.5%  of  Shimane's  residents 
are  over  65  years  old,  versus  10%  in 
Tokyo.  For  lack  of  suitable  brides  in 
the  more  desolate  areas,  Japanese 
bachelors  import  Filipina  brides. 

This  disproportionate  growth  is 
partly  the  product  of  government  pol- 
icy, for  Japanese  life  is  wrapped  in  red 
tape.  "Even  moving  a  bus  stop  10 
meters  means  consulting  with  the 
Ministry  of  Transport,"  moans  Ho- 
sokawa.  Restrictions  imposed  by  the 
Ministry  of  Agriculture,  Forestry  & 
Fisheries  slow  conversion  of  agricul- 
tural lain!  to  more  productive  uses. 

The    Tokyo    bureaucracy    retains 
enormous  control  over  prefecture] 
and    municipal    expenditures.    "The 
power  to  tax  and  the  power  to  subsi 
dizc  is  held  at  the  center,"  says  Ber 


nard  Siman,  an  expert  on  Japanese 
urban  planning  and  analyst  at  Jardine 
Fleming  Securities  in  Tokyo.  "Even  if 
you  want  to  put  in  a  small  road  in  a 
godforsaken  place  you  still  have  to  get 
your  subsidy  from  the  Ministry  of 
Construction." 

Complains  Izumo's  Iwakuni: 
"There  is  no  other  developed  nation, 
except  for  maybe  France,  that  has  this 
kind  of  centralization." 

This  centralization  does  not  starve 
the  rural  areas  for  money  but  dictates 
the  way  much  of  the  money  is  spent. 
The  Japanese  Diet,  heavily  weighted 
with  members  from  rural  constituen- 
cies, sends  a  lot  of  pork  to  the  small 
towns  that  elect  them,  but  the  money 
is  often  wasted  on  splashy  projects. 
For  example,  a  $9  million  tunnel  leads 
to  a  village  of  70  families  in  Niigata 
Prefecture,  home  to  former  Prime 
Minister  Kakuci  Tanaka.  Vet  in  pam- 
pered Niigata,  18%  of  homes  are 
linked  to  sewers,  versus  a  national 
average  of  44%  (72%  for  the  U.S.). 

Things  move  slowly  in  Japan,  but 
there  are  signs  that  the  economic 
centralization  is  finally  going  to  be 
checked,  if  not  reversed.  The  latest 
i  ensus  showed  renew  ed  regional  pop 
ulation  declines  and  brought  a  fresh 
round  of  proposals  to  share  Tokyo's 

prosperity  with  the  rest  of  the  coun 


try.  The  Ministry  of  Construction  says 
it  plans  to  use  infrastructure  spending 
to  bolster  the  growth  of  regional  cit- 
ies. Sendai  in  the  north  and  Fukuoka 
(pop.  1.2  million)  in  the  south  are 
already  well  on  the  way  to  becoming 
regional  hubs. 

In    remote    Akita    Prefecture    in 
northern  Japan,  a  "New   Town"  is 
under  construction.  A  cluster  of  at- 
tractive,     freshly     painted      hoi: 
(priced  at  about  S370.000)  face 
large  field  where  a  shopping  center 
will  be  built.  A  golf  course  and  hospi- 
tal will  go  nearby,  'if  you  had  created 
a  place  like  this  a  few  years  ago,  it 
wouldn't  have  succeeded,"  vn>>  a  lo- 
cal official.   Recently  two  software 
companies  decided  to  set  up  shop, 
bringing  the  kind  of  information-in- 
dustry jobs  that  Japan's  young  work 
ers  want. 

Tetsundo    Iwakuni,    the    ret; 
from  Wall  Street  who  is  now  [zumo*S 
mayor,  warns  that  furthering  decen 
trali/ation  won't  be  eas]    1  1c  s.ns  that 
main  local  government  officials  have 
grown  so  accustomed  to  looking  to 
Tokyo  for  financial  handouts  M\d  bu- 
reaucratic permission,  they  have 
then  ability  to  think  for  themsch 
"This  great  loss  of  spun  .\\\k.\  intelli 
gence  endangers  democracy,*1  warns 
Iwakuni.  ■ 
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When 
CompaniesTackle 

Major  Projects, 
totsgraph 

Is  Usually 
Somewhere  In 

The  Picture. 


* 


In  Fact/Vife  Ari 


NASA  designed  this  docking  mechanism  for  the  Space 
Station  using  an  Intergraph  system. 


Milwaukee  Electric  Tool  optimized  the  engineering  design 
for  its  new  Super  Sawzall ;  on  an  Intergraph  system. 


Intergraph's  ModelView  application  helps  Japan's  Takenaka 
Corporation  visualize  building  designs. 


Warmc  created  a  unique  new  pleasure  craft  — 
the  Genesis— with  Intergraph  mechanical  design  took 


For  more  than  20  years  now,  Intergraph  has  helped      power  supply  facility  destroyed  by  hurricane  or  devas 
organizations    of    every    kind    see    something    quite      tated  by  war...  an  architecturally  significant  building 


remarkable  take  shape  before  their  eyes: 

The  future.   Created   by   skilled    people   working 
together  in  groups  supported  by  sophisticated  computer 
graphics  systems. 

It  may  be  the  latest  version  d  a  company's  Hag 
ship  product  or  one  never  before  envisioned  . . .  design 
ing  a  major  transportation  system  or  rebuilding  a  vasi 


or  an  entirely  new  city 

Indeed,  whenever  organizations  are  involved  in 
projects  whose  success  depends  Upon   the  abilit\ 
designers,  developers  and  engineers  to  visualize  solu 
tn mis.  [ntergraph  is  likely  to  be  there. 

We're  one  of  the  largest  suppliers  ot  interactive  com 

puter  graphics  solutions.  \\c  otter  the  world's  b 


•gupft  Corpwitwo  R*nfl  McNa»»  (MM  cwnttsy  o*  R*»d  Mc**»  &  Cc  O  W 


the  Picture 


Kvaerner  Engineering  of  Oslo,  Norway  used  Intergraph 's  Plant 
Design  System  to  engineer  the  Draugen  oil  platforms. 


Intergraph 's  map  publishing  system  helps  Rand  McNally 
automate  road  map  production. 

portfolio  of  integrated  applications  —  from  engineering 
to  manufacturing,  plant  design  to  cartography,  dispatch 
management  to  publishing  and  everything  in  between. 
And  since  our  workstations,  systems  software  and 
networking  tools  all  work  together,  they  broaden  our 
customers'  capabilities,  help  shorten  their  production 
cycles  and  strengthen  their  competitive  positions. 

Is  there  any  wonder  why  Intergraph  is  consistently 
rated  #1  in  customer  satisfaction?  Or  why  our  annual 


The  Kuwaiti  Government  and  the  Corps  of  Engineers  use  data 
compiled  on  Intergraph  systems  for  Kuwait  reconstruction. 


Intergraph  uses  its  own  software  to  design  new  products 
with  human  factors  in  mind. 


revenues  exceed  $1  billion? 

To  find  out  how  your  company  can  benefit  from  the 
advantages  we  offer  —  from  microCAD  on  PCs  to 
sophisticated  systems  solutions  —  phone  us  toll-free  in 
the  U.S.  at  800-826-3515.  In  Canada,  call  403-250-6100. 
We'll  make  sure  you  get  the  picture. 

INTERGRAPH 

Everywhere  you  look. 


inesy  ol  NASA/Marshall  Space  Flight  Center.  Mechanical  Syslems  Development  Branch  Satellite  view  of  Kuwait  provided  by  SPOT  Image  Corporation.  ©1991 CNES  All  product  names  are  trademarks  ol  their  respective  manufacturers 
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No  surprise  that  Tiffany's  sales  growth 
has  slowed  in  the  recession.  The  question  is: 
it  resume  when  the  recession  is  over? 


Tiffany: 
Act  II 

By  Tatiana  Pouschine 


Under  William  Chaney,  the  manage- 
ment team  at  Tiffany  &  Co.  has  done 
an  extraordinary  job.  It  rescued  the 
company  from  Avon  in  a  leveraged 
buyout  in  1984  and  brought  it  public 
in  1987.  Since  1986  revenues  have 
more  than  doubled  and  net  earnings 
more  than  quintupled.  Last  year  Tif- 
fany grossed  nearly  $460  million  and 
netted  a  remarkable  8%  on  the  sales 
dollar. 

Tiffany  stock  has  responded,  climb- 
ing from  a  split-adjusted  $15.33 
when  it  was  issued,  to  a  high  of  561/2  in 
the  first  half  of  this  year.  Tiffany's 
market  value  has  gone  from  $136 
million,  the  buyout  price,  to  nearly 
$700  million  now.  That  puts  Tiffany's 
market  capitalization  at  roughly 
$1.53  on  the  sales  dollar,  extremely 
high  for  a  traditional  retailer. 

Can  Chaney  continue  to  justify  that 
premium?  It  would  be  silly  to  think 
that  any  management  could  keep  rev- 
enues growing  at  25%  per  year  indefi- 
nitely. So  a  slowdown  was  inevitable. 
Tiffany's  sales  increased  over  30%  in 
1989  but  only  19%  in  1990.  Net 
earnings  grew  nearly  34%  in  1989  but 
not  quite  11%  in  1990. 

For  the  first  half  of  this  year  the 
company  reported  sales  of  $216.5 
million,  up  only  8%  over  the  same 
period  last  year.  Meanwhile  net  in 
come  fell  5%,  to  roughly  $13  million, 
or  76  cents  a  share. 

Is  this  loss  of  momentum  simply 
the  result  of  the  recession?  Chaney 
thinks  so.  I  [e  isn't  promising  a  return 
to  25%  revenue  growth  years  hut 
thinks  15%  is  attainable.  "I  think  the 
recession  is  over,"  he  says.  "Most 
people  are  telling  us  that." 

The  customers  who  most  concern 


Chaney  at  this  point  aren't  American 
but  Japanese.  In  the  three  years  that 
ended  in  1990,  Tiffany's  international 
sales  multiplied  by  a  factor  of  seven,  to 
$155  million,  from  $21  million.  Even 
in  this  recession  year,  international 
sales  rose  14%  in  the  first  six  months 
of  1991. 

For  "international"  read  Japan, 
where  Tiffany  does  three-quarters  of 
its  overseas  business.  Over  the  past  18 
years  Tiffany  has  been  a  wholesaler  in 
Japan,  selling  its  product  line  to  Mit- 
sukoshi,  the  giant  retailer  that  fi- 
nances the  inventories  and  assumes 
the  retailing  risk. 

The  arrangement  has  worked  beau- 
tifully for  both.  In  each  of  the  last  two 
years  Mitsukoshi  has  increased  its 
sales  of  things  that  come  in  those 
familiar  blue  boxes  by  roughly  $35 
million  a  year,  fueling  between  38% 
and  nearly  one-half  of  Tiffany's  sales 
growth  for  those  two  years. 

But  growth  in  Japan  seems  to  be 
slowing.  Last  year  sales  to  Mitsukoshi 
were  up  56%;  in  the  first  quarter  of  this 
year  they  were  up  only  10%.  The 
Japanese,  who  have  been  avid  buyers 
of  Tiffany  merchandise  through  the 
Far  Fast  stores  as  well  as  the  New 
York,  San  Francisco  and  Hawaii 
stores,  may  be  starting  to  feel  eco 
nomic  pressures  of  their  own. 

Mitsukoshi,  claiming  to  be  consol- 
idating inventories,  has  sharply 
slowed  the  order  rate.  Chaney  savs 
he's  not  worried:  "The  consolidation 
is  a  one  time  event."  He  points  out 
that  the  Japanese  market  for  tine  ]ew 
dry  is  about  the  same  si/e  as  the  U.S. 
market,  or  about  S20  billion.  He  feels 
that  Tiffany,  with  less  than  1%  of  the 
market,  has  lots  of  room  to  giow 


So  certain  is  Chane)  that  Tiffany's 
best  days  still  lie  ahead  that  he  is 
pushing  .\n  aggressive  expansion  pro 
gram.  Between  ll>Sl>  and  1^0  he 
increased  Tiffany's  U.S.  selling  space 
bv  40V  adding  14.500  square 
stores  ni  tyson's  Corner,  Via.  and 
Philadelphia,  a  boutique  at  the  lai 
Mahal  m  Atlantic  City,  and  more 
space  in  Beverbj  1  [ills 


». 
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Chaney  plans  to  expand  U.S.  sell- 
ing space  by  at  least  another  20%  this 
year.  He  says  that  for  the  foreseeable 
future  the  company  will  expand  10%  a 
year,  adding  one  or  two  new  stores  to 
the  existing  ones. 

Is  the  market  there  for  so  much 
more  space  for  the  luxury  goods  that 
Tiffany  sells?  That  remains  to  be  seen. 
According  to  a  study  performed  by 

Forbes  ■  November  11,  1991 


Donald  Trott,  an  analyst  at  Dean 
Witter,  in  1989  Tiffany's  U.S.  stores 
were  yielding  $2,079  per  square  foot 
on  average.  In  1990  the  yield  fell  to 
$1,808.  Even  if  Chaney  meets  his 
goal  of  15%  revenue  gains,  the  yield 
per  square  foot  is  almost  certain  to 
continue  dropping. 

There  remains,  of  course,  for  Tiffa- 
ny the  prospect  of  further  internation- 


Tiffany  in  Beverly  Hills 
Now  on  Rodeo  Drive 
and  bigger  than  ever. 


William  Chaney, 
chief  executive 
of  Tiffany  &  Co. 
Growth  is  a 
luxury  Tiffany 
may  no  longer 
be  able  to  afford. 


al  expansion  outside  Japan.  But  this  is 
a  tough  sell.  Winning  market  share  in 
Europe  is  not  going  to  be  easy.  "The 
Europeans  have  a  long  tradition  of 
fine  jewelers,"  says  Robin  Raw,  the 
president  of  Asprey  New  York  (see 
box,  p.  72). 

Last  year  in  Europe  Tiffany  made 
money  only  in  London  and  Italy.  The 
Munich  and  Zurich  stores,  open  for 
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Tiffany  &  Co. 

several  years,  still  aren't  profitable. 
Chaney  estimates  that  it  takes  at  least 
three  years  for  Tiffany  to  show  a  profit 
in  a  European  store,  compared  with 
18  months  in  the  U.S.  (Wholesale 


Speak  softly 
and  carry  a  big 
profit  margin 

Truman  Capote's  Holly 
Golightly  loved  Tiffany's 
palace  of  opulence  at  the 
corner  of  Fifth  Avenue  and 
57th  Street  in  Manhat- 
tan. Those  nice  men  guard- 
ing the  place,  the  smell  of 
alligator  wallets  and  silver, 
the  hush,  all  provided 
comfort  when  she  felt  anx- 
ious. The  nice  guards  and 
smells  are  still  there,  not  the 
quiet.  Morning,  noon 
and  night,  the  store  bustles. 
Japanese  tourists  line  up 
at  the  counters.  You'd 
think  they  were  giving 
stuff  away. 

Today  Holly  might 
tiptoe  into  Asprey.  At  the 
entrance  of  nearby 
Trump  Tower,  Asprey  pre- 
serves the  cozy  but  rati- 
fied atmosphere  of  the 
London  Bond  Street 
store.  The  service  is  impec- 
cable, the  decor  low-key. 
A  mere  handful  of  people 
ogle  the  ostrich  leather 
handbags,  the  jewelry. 

Asprey  is  quintessential 
English  understatement. 
The  210  year-old  seller 
of  gifts  like  fine  jewelry,  sil- 
ver mk\  leather  (by  Her 
Majesty's  appointment) 
boasts  of  selling  to  En- 
glish royalty,  Indian  maha- 
rajas,  American  Prcsi 
dents.  Its  name  isn't  as  fa 
miliar  as  Tiffany  or 
( larder. 

Asprey  has  chosen  to 
keep  small.  Its  U.S.  store 
opened  on  Valentine's 
Day  in  L983.  It  isonly  As 
prey's  second  stoic,  the 


sales  to  Mitsukoshi  stores  are  instan- 
taneously profitable.) 

Chaney's  expansion  program  faces 
other  problems.  A  Tiffany  store,  with 
its  wide  aisles,  lavish  displays  and  ex- 


pensive sales  help,  has  high  fixed 
costs.  Every  Tiffany  selling  outpost 
must  carry  a  full  inventory  of  expen- 
sive jewelry,  though  the  glittering 
rings  and  pendants  might  sit  in  a 
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other  being  its  London 
Bond  Street  flagship.  Says 
Robin  Raw,  president  of 
Asprey  New  York:  "It  has 
taken  us  200  years  to  get 
here,  so  we  would  prefer 
to  be  solidly  established 
than  to  shoot  out  weak 
branches  as  others  have 
done."  That,  a  thinly  dis- 
guised dig  at  Tiffany  and 
Cartier. 

Exclusivity  isn't  neces- 
sarily a  matter  of  price.  Of 
the  330  items  with  a  retail 
price  in  the  Asprey  Fifth  Av- 
enue catalog,  almost  one 
third  sell  for  under  $500. 
Of  the  307  priced  items 
In  Tiffany's  catalog,  28% 
sell  for  under  $500. 
Whereas  Tiffany's  catalog 
looks  like  that  o«  a  classy 
department  store,  Aspre)  *S 
looks  like  an  auction  cata 
log  describ  rig  heirlooms. 
It  is  expensive,  oversize, 
with  exquisite  photography 
and  old  fashioned  [Tint. 

Many  customers  have 

never  set  toot  in  the  stt 


Asprey  makes  house  calls. 
It  will  make  anything  a  cli- 
ent can  dream  up,  if  made 
in  such  "precious"  materi- 
als as  leather,  silk,  silver 
and  gold.  One -third  of  ev- 
erything the  family  busi- 
ness sells  (John  Asprey  is 
the  sixth  Asprey  to  run 
the  show)  is  made  to  order, 
much  of  it  in  workshops 
above  the  London  store. 
One  Asprey  client,  in 
the  tradition  of  European 
aristocrats,  wanted  a 
unique  family  porcelain. 
For  an  undisclosed  sum, 
Asprey  designed  and  pro 
duced  dishes  with  a  24 
carat  gold  deer  motif,  in- 
spired by  the  deer  head 
mounted  in  the  client's  din 
ing  room.  Another  ens 
tomer  had  his  own  idea  of 
picnic  furniture.  Two  pic 
nic  tables  And  16  chairs,  de- 
signed after  Napoleon's 
campaign  chairs,  tit  into  a 
wicker  U  I  laul  like  at 
tachment  to  a  car.  It  was 
designed  to  look  like  a  e.i 


Asprey  New  York 
manager 

Philip  Warner  (left) 
and  President 
Robin  Raw 
English  royalty, 
Arab  sheikhs  and 
U.S.  Presidents 
all  buy  those  little 
somethings  at 
Asprey. 


ant  picnic  basket  on  wheels. 

Philip  Warner,  As 
prey's  New  York  manager, 
says  the  marketing  phi- 
losophy is  to  encourage 
big-ticket  sales  rather 
than  lots  of  smaller  one 
"What  are  Van  Ckef 
doing?"  he  asks  rhetorical- 
ly, and  answers:  "They 
make  money  selling  one 
S 1 00,000  pica 
Whereas  Tiffany's  a\e rage- 
ticket  is  around  S200  per 
customer,  Aspre\  *s 
around  SI, 000. 

The  philosophy  works. 
Asprey,  w  hich  trades  on 
London's  public  ex 
changes,  is  dom^.  well.  S 
grev.  33    last  year,  to 
over  £100  million   v- 
come  before  taxes  came 
to  almost  23  cents  on  the 
sales  dollar,  almost  un- 
heard of  tin  a  retailer,  com 
pare  I'ltVain's  14  ce 

There's  something  to 
be  said  for  creatine 
small  niche  ,\nd  staving 
in  it  '    B 
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Our  most  talented  craftsmen  and  our 
finest  leathers  are  reserved  for  creating 
this  classic  shoe.  Only  after  more 
than  one  hundred  hand  operations 
and  quality  inspections  can  the 


Luxury  Classic. 


FLORSHEIM 

Bpyal  Imperial 


Quality  is  Timeless. 


Royal  Imperial  rightly  he  considered 
the  finest  dress  shoe  in  the  world. 
For  the  Florsheim  Dealer  nearest  you, 
call  1-800-446-3500  or  check  the 
\ellow  Pages. 
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1-S00-727-6972  01 1 -l' •-(,  ll>*6470-14-0  Ot  l-65-270-<>  <00 


IT  TAKES  BILLIONS  OF  DOLLARS  TO  BE  SELF-RELIANT.  AS  ONE 


OF  THE  TOP  TWENTY  CORPORATIONS  IN  THE  WORLD,  WE  HAVE 


INVESTED  IN  PC,  SEMICONDUCTOR,  AND  RELATED  TECHNOLOGIES 


N      0 


SO  WE  CAN  BETTER  CONTROL  QUALITY  AND  COSTS  ACROSS  THE 


BOARD.  THIS  EQUIPS  US  TO  DESIGN,  DEVELOP  AND  DELIVER 


O     F     F     S 


THE  ULTIMATE  HIGH-PERFORMANCE,  HIGH-VALUE  SOLUTIONS. 


BECAUSE  OF  OUR  GLOBAL  STRENGTH,  YOU  NO  LONGER  HAVE 


TO  MAKE  THE  CHOICE  BETWEEN  PERFORMANCE  AND  PRICE. 


N     I 
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Oil-producing  nations  that  booted 

the  oil  companies  out  in  the  1970s  are  now 

inviting  them  back— ever  so  politely. 

Supping  with 
the  devil 


By  Toni  Mack 

In  May,  Iran  quietly  invited  a  host  of 
American,  European  and  Japanese  oil 
executives  to  a  conference  in  the  an- 
cient city  of  Isfahan.  Why  this  sudden 
affection  for  the  Great  Satan?  Iran's 
oil  industry  is  falling  apart  and  needs 
foreign  help. 


The  Isfahan  meeting  produced  re- 
sults. Iran  signed  a  letter  of  intent 
with  French  oil  giant  Total  Compag- 
nie  Francaise  des  Petroles.  Total  will 
finance  and  develop  an  oilfield  in 
Iranian  waters  near  the  Strait  of  Hor- 
muz,  and  will  market  the  oil  in  return 


for  part  of  the  revenues.  This  comes 
down  to  an  old-fashioned,  1950s- 
style  concession  deal  in  all  but  name. 

Expect  to  see  more  such  agree- 
ments between  big  oil  companies  and 
the  oil-producing  countries  that  na- 
tionalized their  oil  in  the  late  1960s 
and  1970s.  Nations  that  once  kicked 
out  big  oil — among  them  Venezuela 
(Forbes,  Oct.  28)  and  Libya — are  in- 
viting the  companies  back  in.  The 
U.S.S.R.  is  actively  courting  former 
capitalistic  devils.  Chevron  and 
Amoco  are  in  the  process  of  cutting 
lucrative  deals  there. 

While  many  developing  countries 
are  welcoming  back  big  oil,  other 
developing  nations  are  themselves 
building  big,  global  oil  companies. 
Saudi  Arabia,  Kuwait  and  Venezuela 
have  bought  refining  and  marketing 
assets  in  big  oil-consuming  regions 
like  the  U.S.  and  Europe,  and  are 
actively  trolling  for  more.  Saudi  Ara- 


A  Saudi-Texaco  refinery  in  Delaware 
Joint  projects  like  this  one 
can  save  lots  of  money 
for  oil  refiners. 
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When  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe  10  Rockefeller  Plaza,  Suite  629  (FB),  New  York,  NY  10020 


L 


Eig  oil  returns 


Kuwait-owned  gas 
station  in  Belgium 
Big  producers 
will  pump  crude 
to  suit  their  own 
integrated  sys- 
tems' needs. 


bia  owns  50%  of  three  Texaco  refiner- 
ies and  1,550  service  stations  in  the 
U.S.  Venezuela  owns  about  600,000 
barrels  a  day  of  refining  capacity 
abroad,  including  a  joint  venture  with 
Unocal  in  the  Midwest. 

So  the  wheel  is  coming  full  circle. 
The  wave  of  state  oil  nationalizations 
in  the  1970s  had  severed  the  tradi- 
tional situation  whereby  a  single  com- 
pany produced,  refined  and  marketed 
its  own  product.  Now  the  oil  business 
is  becoming  integrated  again,  from 
well  to  gas  pump — although  there  are 
a  lot  more  players  than  just  the  Seven 
Sisters  of  old.  1'hc  oil  countries  have 
learned  the  hard  way  what  Rockefeller 
Sr.   grasped  a  century  before:   that 
owning  oil  is  less  important  than  get 
ting  it  to  market.  Says  oil  expert  Jo 
seph  Stanislaw,  managing  director  of 
Cambridge   Energy   Research  Asso 
dates,  "Almost  every  discussion  to 
day  is:  'If  1  let  you  into  my  upstream,  I 
want  to  be  in  your  downstream.  Let's 
make  a  ileal.1  " 


For  the  producing  countries,  as  for 
producing  companies,  owning  down- 
stream assets  in  the  U.S.,  Europe  and 
the  Far  East  guarantees  them  a  market 
for  their  crude.  "Producers  [that  own 
downstream  assets]  get  the  value  add- 
ed along  the  whole  chain,"  says  Stan- 
islaw. "If  profits  are  high  on  the  pro- 
duction side,  they  benefit;  if  profits 
are  high  on  the  [refined  products] 
demand  side,  they  benefit.  So  they  get 
more  revenue  security." 

By  bringing  back  foreigners,  the  oil 
nations  also  get  badly  needed  capital. 
Cambridge  Energy  estimates  that  the 
13  countries  that  make  up  the  Orga- 
nization of  Petroleum  Exporting 
Countries  alone  need  at  least  $50 
billion  to  $60  billion  to  develop  new 
reserves  to  meet  demand  for  their  oil 
in  1995.  Only  Exxon,  Shell  and  other 
big  oil  companies  have  capital  of  that 
magnitude.  I  ast  year  the  world's  21 
largest  publicly  traded  oil  companies 
generated  profits  o\  $29  billion  on 
revenues  of  $642  billion.  All  the  ma 


jor  oil  companies — including  Royal 
Dutch/Shell  Group,  Exxon,  British 
Petroleum  and  Mobil — are  likely  to 
be  winners,  as  the  countries  that  own 
the  oil  forge  new  alliances  with  com- 
panies that  know  how  to  get  value  out 
of  the  oil. 

By  striking  long-term  deals,  both 
oil  producers  and  oil  refiners  can  get 
substantial  economies.  Running 
mainly  on  one  country's  crude — 
which  means,  among  other  things, 
not  having  to  change  temperatures 
and  pressures  to  accommodate  differ- 
ent crudes — cuts  refining  costs  by 
maybe  10  cents  to  20  cents  a  barrel. 
That's  big  money,  considering  that 
average  refinery  profits  come  to 
around  75  cents  a  barrel. 

Not  everybody  wins.  Independent 
refiners  like  Ashland  Oil,  Diamond 
Shamrock  and  Tosco  may  be  vulnera- 
ble, unless  they  also  gain  access  to  a 
steady  supply  of  one  country's  crude. 
The  smartest  independents  know 
this.  San  Antonio's  Valero  Energy  is 
talking  about  joint  refinery  projects 
with  Petroleos  Mexicanos  in  Mexico, 
which  so  far  has  refused  to  consider 
production-sharing  contracts  with 
foreign  oil  companies. 

Probably  the  biggest  loser  from  the 
reintegration  of  world  oil  will  be 
OPEC.  The  more  refining  and  market- 
ing capacity  big  producers  like  Saudi 
Arabia,  Kuwait  and  Venezuela  accu- 
mulate, the  less  likely  they  are  to  obey 
OPEC's  quotas,  and  the  more  likely 
they  are  to  pump  however  much 
crude  best  suits  the  needs  of  their 
integrated  systems. 

A  sign  of  things  to  come  occurred 
after  Iraq  invaded  Kuwait  in  August 
1990.  Suddenly  4  million  barrels  of 
oil  a  day  were  removed  from  the 
world  supply.  Who  pumped  more  oil 
to  fill  the  gap  and  try  to  moderate 
rising  oil  prices?  Saudi  Arabia  and 
Venezuela.  They  did  so  not  out  o( 
line  for  the  oil  consuming  nations 
but  because  they  wanted  to  keep  mar- 
gins up  at  their  ow  n  refiner* 

"No  one  who  has  invested  so  much 
in  the  downstream  wants  to  imperil 
their  return  on  investment  as  well  as 
the  investments  thej  want  to  make 
over  the  next  ten  \ears."  says  Bernard 
Picchi,  .\\\  analyst  at  Salomon  Broth- 
ers, "Rcmtcmation  can  only  benefit 
the  world  economy  by  making  m 
oil  available  at  lower  prices  "         h 


80 


Forbes  ■  November  11.  Wgl 


Jill- 


CANON     AROUND     THE 


Profile  of  a  Responsible  Global  Corporation 


truly  global  company  is  a 

company  that  conducts  business 

not  simply  to  benefit  the  company, 

or  even  the  home  country, 
but  to  make  a  positive  difference 

on  a  global  scale." 


Canon 


■    N      U 
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"It  is  my  conviction  that  significant 

changes  are  urgently 

needed  to  transform  Japan  into  a  truly 

contributing  member  of  the 

global  community." 


U.S.  AND  IAPAN 


. 


INSEPARABLE    PARTNERS 

IN    A    NEW    ERA 


-_;-;i  J 


■II 


silica 
Did  ill 


Ryuzaburo  Kaku,  Chairman  of  Canon  Inc.,  called 
on  Mike  Mansfield,  former  U.S.  ambassador  to 
Japan  and  currently  Washington-based  senior 
adviser  on  Northeast  Asian 
affairs  for  Goldman,  Sachs 
&  Co.,  in  the  U.S.  capital. 
The  two  old  friends 
exchanged  views  on  a  host 
of  issues  ranging  from 
Japan's  new  role  in  the 
international  arena  to 
current  and  future  rela- 
tions between  the  U.S. 
and Japan. 

MM  ike  Mansfield:  Welcome 

back  to  Washington,  Mr.  Chairman. 

It  is  a  great  pleasure  to  have  you 

back  here 

■  Ryuzaburo  Kaku:  Thank  you, 

Mr.  Ambassador.  It  is  great  to  be  back 

in  your  great  capital. 

M  Mansfield:  I  believe  it  was  aboul  a  year  ago  that  we  met  here 

MKaku:  I  recall  talking  extensively  aboul  the  relations  between 'our 

two  countries  at  the  time  a  lot  has  happened  since  then,  and  today  I 

am  more  than  a  little  concerned  about  the  current  strain  in  U.S.Japan 


Canon  Chairman  Ryuzaburo  Kaku  andjbrmt 
iii  tbeir  meeting  in 


relations,  which  I  believe  has  resulted  primarily  from  Japan's  unpopular 

response  to  the  Gulf  crisis. 

M  Mansfield:  The  strain  between  our  two  countries  concerns  me  too. 

I  think  there  developed  a  certain 
amount  of  increased  anti-Japanese 
feeling  in  the  United  States  as  a  result 
of  the  Gulf  crisis,  and  I  gather  a  rising 
amount  of  naUonalism  has  also 
developed  in  Japan,  although  I  wouldn't 
quite  call  it  anti-Americanism. 
MKaku:  Unfortunately,  that  seems  to 
have  been  the  case  in  both  countries. 
■  Mansfield:  It  is  my  belief, 
however,  that  on  both  sides  the 
perceptions  are  wrong.  1  ;im  con- 
vinced that,  despite  the  polls  and 
what  newspapers  say  and  TV  shows, 
the  relationship  between  the  U.S.  and 
Japan  is  basically  sound  and  solid. 
MKaku:  Looking  hack  over  the 
Gulf  crisis,  1  cannot  help  thinking  that 

Japan's  reaction  to  so  serious  an  international  crisis  w;is  too  slow  and 

too  reluctant.  The  U.S.  expected  Japan  to  act  as  a  true  partner  and  ally. 

and  I  personally  believe  that,  since  over  70%  of  Japan's  annual  oil 

consumption  conies  from  the  Unit.  Japan's  response  should  have  been 

far  more  prompt  and  positive. 
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'■  ■  Mansfield:  It  is  true  that  there  has  been  a  certain  amount  of 
criticism  about  the  part  Japan  played  in  the  Gulf  War.  But  I  think  the 
United  States  should  have  expressed  appreciation  for  what  Japan  had 
done  under  constraints.  The  U.S.  should  have  been  less  emotional  and 
more  realistic  about  the  facts  and  figures  which  typify  what  Japan  had 
done  and  indicate  what  Japan  will  do  in  the  future.  After  all,  Japan  did 
make  a  substantial  contribution — $13  billion-plus,  which  accounted  for 
23%  of  the  total  $56  billion  pledged  internationally  to  the  United 
Nations  peacekeeping  efforts.  It  was  the  third  largest  contribution  after 
Saudi  Arabia,  a  front-line  state  involved,  which  pledged  $17  billion,  or 
30  % ,  and  Kuwait,  another  front-line  state  and  the  victim  of  Iraq's  invasion, 
which  put  up  $16  billion,  or  29% .  Another  important  thing  is  that  Japan 
did  try,  through  the  introduction  of  legislation,  to  create  a  deuniformed 
force  of  1,000  to  2,000  personnel  to  be  dispatched  to  the  Gulf  region  as 
part  of  the  UN  peacekeeping  efforts. 

MKaku:  Unfortunately,  the  Japanese  government  was  unable  to  pass 
the  legislation.  In  my  opinion  and  in  the  opinion  of  others,  Japan  failed 
jto  make  a  positive  commitment  to  helping  resolve  an  international  crisis 
of  that  magnitude  as  an  economic  superpower  should. 
W Mansfield:  It  was  unable  to  for  a  number  of  reasons,  such  as 
opposition  from  the  People's  Republic  of  China  and  the  Republic  of 
Korea,  strong  objections  from  opposition  parties  in  Japan,  negative 
responses  from  the  Japanese  public,  and  Article  9  of  the  "Made-in- 
America"  constitution  of  Japan.  But  the  significant  thing  was  that  the 
Japanese  made  an  effort  to  create  a  civilian  force  behind  the  multinational 
forces.  Their  failure  should  not  take  any  appreciation  away  from  the  fact 
that  they  did  indeed  try. 

MKaku :  I  appreciate  your  understanding  of  Japan's  position, 
Mr.  Ambassador.  Nevertheless,  I  strongly  feel  that  it  must  be  recognized 
that  Japan  did  come  under  fire  for  appearing  reluctant  to  work  and  sweat 
together  with  the  global  community.  That,  in  my  opinion,  is  not  how  an 
economic  superpower  that  is  America's  vital  partner  should  have 
behaved.  I'm  afraid  the  international  criticism  directed  at  the  Japanese 
response  was  relevant.  I'm  afraid  also  that  Japan  has  created  an  impression 
of  a  rich  neighbor  not  keen  on  playing  a  positive  international  role 
commensurate  with  her  enormous  economic  power. 


44  "WWT  nen  I  joined  Canon,  I  was 
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particularly  impressed  by 
the  'services-to-society'  philosophy  of 
Chairman  Kaku  and  his  globalization 
plan  with  links  to  society.  The  Canon 
Foundation  was  a  program  1  proposed 
as  Canon  marked  its  50th  anniversary 
in  1988. 1  was  pleasantly  surprised 
when  Canon  responded  most  swiftly 
to  my  proposal.  Clearly,  Mr.  Kaku  is  a 
step  ahead — kyosei  is  that  kind  of 
philosophy  which  I  think  is  necessary 
for  mankind's  common  future." 


"w: 


'  e  owe  our  growth  a  great 
deal  to  Canon,  as  our 
business  with  them  has  increased 
twenty-five-fold  since  1981.  Our 
capacity  as  an  electronic  parts  supplier 
was  rather  limited  at  the  outset,  but 
they  have  consistendy  coached  us  on 
the  production  of  semiconductors 
needed  for  their  copiers.  They  are 
extremely  helpful  in  developing 
innovative  ideas.  They  have  proved 
that  they  want  to  grow  with  the 
community,  including  us  suppliers." 

44  ^  ince  locating  in  our  city  in 
l3  1972,  Canon  has  done  a  lot 
to  blend  into  our  community,  creating 
jobs  and  helping  enrich  community  life 
through  active  contributions  to  cultural, 
educational  and  sports  activities. 
Canon  has  shown  a  fine  example  of 
commendable  localization  efforts  by  a 
major  global  corporation.  It  has 
demonstrated  great  eagerness  to  be  a 
fine  corporate  citizen  here.  As  mayor 
of  Giessen,  1  am  pleased  to  have  such 
a  company  in  our  community." 


Richard  Burke 

Former  Deputy  President  of  the  EC 
President  &  Chief  Executive  Officer 
Canon  Foundation 
Amsterdam,  Netherlands 


Werner  Shumann 

President 

Schunk  Elektronik  GmbH 

Giessen,  Germany 


Manfred  Mutzu 
Mayor  of  Giessen 
Giessen,  Germany 
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'Our  two  countries  will  both  continue  to  advance, 

to  cooperate  and  to  compete. 

We  will  have  our  occasional  differences, 

but  we  must,  at  all  costs, 

avoid  confrontation." 


■  Mansfield:  I  agree  that  in  the  international  arena  Japan  should  perhaps 
stop  reacting  and  start  taking  initiatives  as  a  sovereign  nation.  However, 
apan  has  since  sent  four  minesweepers  and  two  support  ships  to  the 
3ersian  Gulf.  Overall,  I  would  say  that  Japan  should  be  commended  for 
:he  efforts  made,  the  contributions  given,  and  for  a  growing  recognition 
}f  the  fact  that  the  Gulf  crisis  has  forced  the  Japanese  to  do  a  little  rethinking 
ibout  where  they  stand  in  this  world  as  it  exists  today.  Perhaps  the  Gulf 
War  will  have  a  beneficial  effect  on  the  outward  global  thinking  of  Japan, 
think  the  Japanese  are  now  groping  to 
md  out  what  their  country's  responsibilities 
should  be  as  one  of  the  world's  two  economic 
superpowers.  I  anticipate  and  expect  that 
apan's  global  role,  economics  aside,  will 
:ontinue  to  expand  and  grow  in  the  future, 
md  that  it  will  eventually  become  a  true 
lartner  of  the  United  States  and  recognized 
is  one  of  the  major  nations  of  the  world. 
UKaku:  It  is  true  that  a  growing  number 
)f  Japanese  are  becoming  concerned  with  a 
mich  larger  international  role  that  Japan 
should  play,  but,  generally  speaking, 
:omplacency  still  prevails.  Overall,  the  Japanese 
lave  not  changed  much  since  the  end  of 
:he  war  because  politicians  and  bureaucrats 
nave  not  recognized  the  need  to  change 
apan.  It  is  my  conviction  that  significant  changes,  such  as  political, 
idministrative,  industrial,  educational  and  social  reforms,  are  urgently 
needed  to  transform  Japan  into  a  truly  contributing  member  of  the  global 
immunity.  In  this  regard,  I  must  say,  rather  sadly,  that  Japanese  leaders 
lave  neglected  to  make  postwar  Japan  into  what  I  call  an  "ethical  state." 
M  Mansfield:  Would  you  care  to  explain  what  your  concept  of  an 
'ethical  state"  is  all  about,  Mr.  Chairman? 

MKakit:  For  the  past  two  decades,  1  have  been  advocating  the  creation 
)f  a  new  Japan  based  on  a  national  goal  of  materializing  "peaceful 
coexistence  and  mutual  prosperity"  with  the  rest  of  the  world,  instead  of 
.-losing  her  eves  to  problems  affecting  h  i  international  communit)  and 
rying  to  prosper  alone  as  she  has  for  the  past  16  years,  I  am  absolutely 
convinced  that  in  this  borderless  world  no  country  can  hope  to  prosper 


Mike  Mansfield 
Former  U.S.  ambassador  to  Japan 


alone,  and  that  Japan  should  implement  drastic  reforms  under  the  new 
national  goal  I  have  just  mentioned. 

■  Mansfield:  I  fully  agree  that  we  now  live  in  an  increasingly- 
borderless  global  neighborhood.  Is  your  concept  of  a  new  Japan  based  on 
the  kyosei  philosophy  frequently  referred  to  in  this  series? 

MKaku:  Yes,  Mr.  Ambassador.  In  1868,  when  Japan  ended  nearly 
three  centuries  of  seclusion,  the  Meiji  government  adopted  a  national 
objective  of  catching  up  with  the  West  by  strengthening  both  the  military 

and  industry.  The  policy  worked  well  for 
Japan,  until  she  suffered  a  devastating  defeat 
in  the  Second  World  War.  Japan  then 
renounced  war  as  a  means  of  settling  inter- 
national disputes,  but  in  terms  of  industrial 
policy,  she  has  adhered  to  basically  the 
same  objective  as  in  the  Meiji  era.  further 
striving  to  catch  up  with  the  advanced 
nations  of  the  West.  Even  after  1%8. 
exactly  100  years  after  the  Meiji  Restoration, 
when  her  international  balance  of  payments 
began  generating  huge  surpluses.  Japan  still 
pursued  her  objective  of  catching  up  with 
the  West.  We  should  have  adopted  kyosei — 
mutally  rewarding  coexistence — with  the 
rest  of  the  world  as  our  new  national  objective 
then.  That,  in  my  opinion,  is  the  root  cause 
of  most  of  the  frictions  that  Japan  has  since  developed  internationally. 

■  Mansfield:  I  think  that  Japan  in  recent  years  has  been  trying  in  its 
own  way  to  achieve  a  more  humanitarian  attitude  toward  the  rest  of  the 
world,  but  that  is  something  new  for  Japan.  Because  of  its  previous 
isolation  and  insularity,  it  did  not  have  contact  with  the  procedures  md 
customs  of  other  cultures.  As  it  became  the  world's  second  biggest 
economic  power,  and  as  it  went  into  other  markets,  it  came  up  against 
the  fact  that  other  nations  did  not  look  upon  the  Japanese  market  ■ 
being  ;is  open  as  it  should  be,  During  the  p;ist  decade  and  a  half, 
however,  Japan  has  been  opening  its  market  more  and  more,  and 
Japanese  industry  has  become  less  dependent  on  the  government  than  it 
was  in  the  early  days  o\  protectionism  1  believe  that  Japan  Enc  Ills  been 
rapidly  replaced  by  what  1  would  refer  to  as  Japan  International. 
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MKaku:  Needless  to  say,  Japan  should  continue  to  open  its  market 
more,  but  what  is  even  more  relevant  is  that  Japan  should  adopt  a  new 
national  model  and  implement  drastic  changes  to  make  a  fresh  start  as 
an  "ethical  nation"  committed  to  making  a  genuine  contribution  as  a 
global  leader  and  a  true  partner  and  friend  of  the  United  States.  Only 
then  can  the  United  States  and  Japan  truly  enjoy  a  rewarding  relationship 
as  the  world's  two  economic  superpowers  and  as  two  close  partners. 
In  this  regard,  I  strongly  believe  that  Japan  should  revise  its  "US-made" 
constitution,  which  has  prevented  her  from  playing  a  more  positive  role 
in  the  international  arena,  as  shown  during  the  Gulf  crisis. 
■  Mansfield:  I  have  consistently  stated  that  the  relations  between  the 
U.S.  and  Japan  are  the  most  important  bilateral  relationship  in  the 
world — bar  none.  Our  two  countries  will  both  continue  to  advance,  to 
cooperate  and  to  compete.  We  will  have  our  occasional  differences,  but 
we  must,  at  all  costs,  avoid  confrontation.  Mr.  Chairman,  you  have 
mentioned  the  need  for  constitutional  reform  in  Japan,  but  that  is  purely 
a  Japanese  responsibility,  an  entirely  Japanese  question,  even  though  the 
present  constitution  was,  in  effect,  American-imposed. 
WKaku:  I  cannot  agree  with  you  more  that  the  U.S.  and  Japan  must  be 
committed  to  a  strong  and  lasting  relationship.  Not  only  do  we  need  each 
other,  but,  as  the  world's  two  economic  superpowers,  we  have  an  enormous 
obligation  to  cooperate  with  each  other  to  help  secure  the  stability  and 
prosperity  of  the  whole  world.  As  for  constitutional  reform,  I  wish  to  clarify 
a  very  important  point.  We  all  know  that  the  postwar  Japanese  constitution 
was  written  in  the  spirit  that  the  U.S.  wanted,  namely,  to  make  sure  that  Japan 
would  never  again  become  an  aggressor.  It  has  served  its  purpose  very 
effectively.  However,  I  do  not  believe  it  is  the  right  constitution  for  Japan  today, 
as  it  prevents  her  from  assuming  her  responsibilities  when  an  international 
crisis  like  the  Gulf  War  develops.  I  am  not  advocating  that  Japan  become  a 
military  power  again.  Rather,  I  am  proposing  that  Japan  draft  a  new  constitution 
based  on  a  new  national  objective  of  sharing  international  responsibilities 
commensurate  with  her  economic  power  and  working  toward  mutually 
rewarding  coexistence  with  the  international  community.  The  new  Japanese 
constitution  would  enable  Japan  to  stand  ready  to  work  closely  with  the  United 
Nations  in  defending  the  democratic  world.  What  is  most  important  here  is 
that  the  new  national  objective  constituting  the  foundation  of  Japan's  new 
constitution  should  be  one  that  will  be  welcomed  not  only  by  the  Japanese 
people  but  also  by  the  international  community,  especially  our  Asian  neighbors. 


ince  Canon  Virginia,  Inc. 
(opened  in  1987,  we  have 
been  very  impressed  by  Canon's  corporate 
philosophy  of  'mutually  rewarding 
coexistence.'  Canon  cares  for  its 
employees  and  is  making  sincere 
efforts  to  become  a  fully  integrated 
local  corporation  through  active 
involvement  in  community  programs 
and  activities.  Canon  was  very  courageous 
to  locate  in  a  state  with  no  major 
history  of  Japanese  corporate  activities. 
As  a  result,  there  are  now  more  than 
60  Japanese  companies  operating  in 
Virginia,  creating  nearly  10,000  new  jobs. 

64  O  ince  Canon  s  involvement  in 
^  the  Open  as  the  title  sponsor, 
we  have  been  able  to  raise  in  excess  of 
SI  million  every  year.  As  a  result,  we 
have  been  able  to  increase  the  number 
of  projects  we  run  to  benefit  the  needy, 
the  homeless  and  the  poor  through 
grants  extended  by  our  foundation. 
The  tournament,  which  is  the  sole 
fundraiser  for  the  foundation,  involves 
the  whole  community  of  Greater 
Hartford  as  volunteers.  We  are  all  very 
happy  and  honored  that  Canon  is  very 
much  behind  the  tournament.'' 
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.  job  in  1983  because  of  what  then 
Canon  President  Fujio  Mitarai  told  me: 
Canon  had  paid  enough  attention  to 
business  and  it  was  time  to  pay  greater 
attention  to  people.  At  Canon  there  is 
a  marked  openness  which  I  believe  has 
resulted  from  the  respect  individuals 
are  given  by  the  company.  This  signifi- 
cantly helps  bind  management  and  em- 
ployees closely  together.  Canon  makes 
sure  all  its  employees  fully  grasp  and 
implement  the  kyosei  philosophy 
advanced  by  Chairman  Kaku.  This  has 
amply  manifested  itself  in  Canon's 
commitment  to  social  issues,  such  as 
environmental  protection ." 


Hugh  Keogh 

Director  of  the  Department  of  Economics 

in  the  Office  of  the  Governor  of  Virginia 

Richmond,  Virginia 

U.S.A. 


Paul  Ockert 

Chairman  of  the  Greater  Hartford 
Jaycees'  Organizing  Committee  of  the 
Greater  Hartford  Open  for  1991 
Hartford,  Connecticut 
U.S.A. 


Raymond  F.  Sasso 

Vice  President  &  General  Manager 

Human  Resources 
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"For  the  past  two  decades. 

I  have  been  advocating  the  creation  of  a  new 

Japan  based  on  a  national  goal  of 

materializing  peaceful  coexistence  and  mutual  prosperity 

with  the  rest  of  the  world." 


■  Mansfield:  That  is  a  most  interesting  thought.  However,  as  I  have 
stated,  a  constitutional  reform  is  a  purely  Japanese  responsibility. 
MKaku:  May  I  continue  just  a  little  more  as  I  believe  that  Japan  will 
become  a  truly  equal  and  fully  independent  partner  of  the  United  States 
when  she  has  her  own  constitution?  A  constitutional  reform  should  never 
materialize  without  the  Japanese  government  first  effectively  adopting  an 
enlightened  national  objective  welcomed  by  the  world.  How  to  agree  on 
such  an  objective  is  the  biggest  challenge  facing  Japanese  leaders  today 
In  many  ways,  what  Japan  needs  is  a  leader 
committed  to  carrying  out  reform  no  matter 
how  difficult  it  may  be.  Under  a  powerful 
leader.  Japan  should  build  a  new  capital 
away  from  Tokyo,  which  is  already  over- 
crowded and  where  land  prices  are  exorbitant. 
Building  a  new  capital  would  dramatically 
activate  local  consumption,  which  will  meet 
almost  all  the  requirements  called  for  in  the 
U.S. -Japan  Structural  Impediments  Initiatives 
talks.  An  international  contest  should  be 
held  with  the  participation  of  city  planning 
specialists  from  around  the  world.  Construction 
work  should  be  undertaken  in  cooperation 
with  a  number  of  foreign  civil  engineering 
firms  Workers  should  be  brought  in  from 
Southeast  Asia,  which  will  help  solve  Japan's 
labor  shortage  and  at  the  same  time  help 
Asian  nations  to  cope  with  their  unemployment  problems. 
M  Mansfield:  I  must  congratulate  you.  Mr.  Chairman,  for  the  way  you 
are  thinking  ahead. 

MKaku :  Thank  you.  Mr  Ambassador  The  trouble  is,  adopting  a  new 
national  objective  and  implementing  political,  administrative  and  other 
reforms  takes  an  agonizingly  long  time  in  Japan. 
M  Mansfield:  Your  concepts.  Mr.  Chairman,  indicate  much  thought  and 
a  breadth  of  vision  But  the  thing  is.  you  are  looking  ahead.  What  counts 
is  down  the  road 

MKaku:  I  strong!]  believe  that,  if  the  Japanese  government  were'to 
come  up  with  an  appropriate  plan  for  transforming  Japan,  the  United 
States  would  warmly  welcome  it  and  gladl)  patience  as  it  waits 


Ryuzaburt)  Kaku 

Chairman,  ('anon  Inc 

Chairman.  Canon  USA.  Inc 


for  Japan  to  achieve  its  goal,  even  if  it  may  take.  say.  20  to  30  years. 
I  am  certain  the  United  States  will  welcome  Japan's  desire  to  become  an 
ethical  state  — a  nation  oriented  toward  drastically  increased  local  con- 
sumption and  mutually  rewarding  coexistence  with  the  rest  of  the  world. 
I  feel  that  much  of  America's  frustration  with  Japan  has  resulted  from 
irritation  over  Japan's  failure  to  demonstrate  a  new  international  commitment 
from  its  established  position  as  an  indisputable  world  economic  power. 
■  Mansfield:  When  you  think  how  far  Japan  has  come  in  less  than  a 

century  and  a  half,  it's  miraculous.  One  can 
envision  Japan  meeting  the  future  head-on. 
being  able  to  cope  with  it  and  being  pragmatic 
enough  to  cany  out  on  a  world  scale  a 
10-year  or  perhaps  20-year  vision  of  things 
to  come.  That  is  one  of  the  secrets  of  the 
Japanese  success — die  long  view.  I  am 
positive  the  United  States  will  welcome  an 
enlightened  new  Japanese  posture  toward 
becoming  what  you  have  described  as 
an  "ethical  state.'  as  I  believe  that  the 
U.S. -Japan  relationship  will  be  the  foun- 
dation for  the  next  century,  which  will  be 
the  Pacific  Century. 

MKaku:  In  the  world  of  Japanese  sumo 
wrestling,  where  the  novice  is  trained  by 
his  seniors,  there  is  an  expression  known 
as  un-oaesbi.  This  means  the  novice  repays 
his  seniors  by  becoming  as  strong  as  them.  It  is  a  virtue  highly  valued  in 
Japan.  After  the  war.  America  magnanimouslv  extended  food,  funds, 
technology  and  other  forms  of  assistance  to  enable  war-devastated  Japan 
to  get  back  on  her  feet.  Japan,  which  was  then,  so  to  speak,  a  novice 
wrestler,  has  since  become  strong  enough  to  reign  among  the  champions 
of  the  world  today,  thanks  to  the  grand  champion  America.  I  believe  it 
would  only  be  fair  for  Japan  to  repay  the  U.S.  for  what  si 
generousr)  gave  Japan.  Canon,  too,  owes  its  phenomenal  growth  in  the 
I  S  to  the  many  courtesies  extended  hv  a  cross  section  of  American 
people  and  corporations  We  are  making  conscious  efforts  to  repay  those 
many  kindnesses  by  setting  up  subsidiaries  in  the  U  S  .  creating  johs  for 
more  than  10,000  Americans  so  far  We  are  committed  to  our  empl 
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Canon 


our  customers,  as  well  as  the  citizens  of 
the  communities  in  which  we  operate. 
Our  subsidiaries  are  geared  to  manu- 
facture locally,  as  much  as  possible, 
Canon  products  for  the  U.S.  market. 
These  products  will  also  be  exported, 
which  will  contribute  to  the  U.S. 
balance  of  payments.  We  are  committed 
to  eventually  making  all  our  U.S.  sub- 
sidiaries integrated  American  companies, 
complete  with  R&D,  manufacturing, 
marketing  and  support  facilities,  and 
.  to  constantly  improving  working  conditions  and  appointing  able  Americans 
to  high  positions.  This,  in  fact,  is  the  basic  posture  of  Canon's  globalization 
drive  around  the  world. 

■  Mansfield:  You  are  a  truly  world-class  company  in  all  respects.  You 
present  a  model  for  others  to  look  up  to — an  example  for  others  to 
follow.  I  know  you  are  committed  to  environmental  protection  as  well 
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the  outreach  of  your  thinking, 
which  goes  beyond  the  corpora- 
tion into  the  nation  and  out 
into  the  world. 


and  are  working  on  the  developmen 
of  clean  energy  sources.  I  understan* 
you  are  currently  recycling  printer 
and  copier  cartridges  in  the  United 
States  and  donating  to  environment 
bodies  a  dollar  for  every  cartridge 
collected.  Again,  Mr.  Chairman, 
I  congratulate  you  and  Canon  on 
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Symbol  mark  of  Canon 's  '  Clean  Earl 
Campaign 


This  series  of  Canon  advertorials  was  written  by  journalist  Ko  Shioya 
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Cor  porate   Philoso  p  h  y 


of   Canon 


Corporate  Mission 

orporate  mi  make  a  positive  difference  in  the  world 

through  the  means  of  continued  growth 

Corporate  Objectives 

ire  responsible  global  citi 

reate  the  best  and  most  unique  products  based  on  leading 
edge  technology 

We  \\  ill  contribute  to  continuing  prosperity 
by  building  an  ideal  firm 


Corporate  Values 

We  respect  cultural  differences  among  ourselves,  our  customers,  and  our 

communities. 

We  believe  that  self-awareness,  enthusiasm  and  responsible  behavior  are  three 

keys  to  good  results. 

We  respect  dignity,  value  initiative,  and  recognize  the  merit  of  each  individual 

As  members  of  the  Canon  family  of  companies,  we  trust  and  respect  each 

and  work  together  in  a  harmonious  atmosphere 

Above  all,  we  sustain  our  physical  and  emotional  health  in  order  to  lead  full 

and  happy  lives 
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Small  fish,  big  moment. 
Don't  let  it  get  away. 


You  can't  plan  those  b  >       .  ith 

the  right  camcorder,  you  can  be  ready  to  capture 
them  when  thev  happen.  ,  TheuahasaHux 

Take  the  new  Canon  UC1,  for  J^L^CT 
instance.  It's  so  slim  and  small 
you  can  take  it  anywhere.  And 
yet,  it's  packed  with  many  of  the 
top  features  of  our  best  8mm 
models.  Advances  like  the  crisp, 


ytt  wetghs  just 
USpotmds.- 
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;c  Bast-kill. 


precision  optics  and  the  wireless  remote  a.  >ntn  >1 
found  on  our  affordable  E65  and  sophisticated 
LI  Canovision  8  camcorders 
So  why  let  your  big  moments 
get  away,  when  Canon  can  give 
you  so  many  wa)  s  toe  atch  them. 


Canon  UC1 

\)u  see  one.  lbu  want  one. 
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Investors  made  money  on  a  newfangled  security 
issued  by  Dow  Chemical.  But  they  might 
have  to  give  back  some  profit  if  Dow  decides 
their  securities  were  debt. 

A  kick  in  the  pants 
for  investors 


By  Graham  Button 

Suppose  you  buy  1 ,000  shares  of  a 
complicated  security  for  $10.  It  dou- 
bles and  you  sell.  You  think  you've 
got  a  taxable  capital  gain  of  $10,000, 
but  that's  okay  because  one  of  your 
dumber  investments  generated  a  capi- 
tal loss  of  $12,000,  which  you  can  use 
to  shelter  the  gain. 

Then  you  get  some  bad  news.  Only 
half  of  your  $10,000  profit  was  a 
capital  gain.  The  rest  was  interest 
income,  taxable  as  ordinary  income. 
Now  you  are  forced  to  carry  forward 
the  unused  capital  loss,  and  pay  taxes 
on  the  interest  income.  (You  can 
shield  only  $3,000  of  ordinary  in- 
come with  capital  losses.) 

Farfetched?  It  is  almost  precisely 
what  may  happen  to  some  investors 
who  bought  Dow  Chemical's  contin- 
gent value  rights.  Dow  issued  these 
newfangled  rights  when  it  bought 
control  of  Marion  Laboratories  in 
1989  and  needed  to  guarantee  the 
value  of  the  stock  in  the  new  pharma- 
ceutical company  it  formed,  Marion 
Merrell  Dow. 

When  Dow  announced  on  Sept.  12 
that  it  would  redeem  the  rights  for 
nearly  $1  billion,  their  market  price 
zoomed  to  $11  each.  A  nice  capital 
gain  for  investors  who  had  accumulat- 
ed them  for  as  little  as  3%. 

Ah,  but  is  it  a  capital  gain  after  all?  It 
turns  out  that  Dow  still  hasn't  decid- 
ed what  kind  of  a  tax  animal  the  new 
rights  security  was.  Is  it  a  debt  instru- 
ment? Or  a  kind  of  put  option  that 
settles  in  cash?  Dow  Chemical  is  tell- 
ing rightsholders  to  seek  the  advice  of 
tax  experts. 


It  makes  a  big  difference.  If  the 
rights  are  classified  as  debt,  the  differ- 
ence between  the  issue  price  of  the 
rights  ($8.38)  and  their  $11.19  re- 
demption price  would  constitute  in- 
terest expense,  which  is  deductible  to 
the  issuer.  There  were  some  93  mil- 
lion rights  outstanding,  so  Dow 
would  be  able  to  reduce  its  taxable 
income  by  about  $260  million. 

But  from  an  investor's  standpoint, 
a  large  part  of  his  proceeds  from  the 
rights  would  be  interest  income,  fed- 
erally taxable  at  rates  up  to  31%,  ver- 
sus a  maximum  federal  rate  of  28%  for 
capital  gains. 

Worse,  suppose  you,  like  a  lot  of 
investors,  had  hedged  your  bet  by 
buying  both  the  rights  and  the  under- 
lying stock  of  Marion  Merrell  Dow, 
which  dropped  from  $38  a  share  to 
around  $28  after  Dow's  redemption 
was  announced. 

Let's  say  you  purchased  10,000 
rights  at  $5  and  sold  at  $1 1;  you  also 
bought  a  like  amount  of  Marion  Mer- 
rell Dow  at  $36,  and  sold  it  at  $28.50. 
Profit  on  the  rights:  $60,000.  Loss  on 
the  stock:  $75,000. 

Question:  Can  you  shelter  the  prof- 
it with  the  loss?  Answer:  Only  if  the 
profit  is  a  capital  gain. 

Although  Dow  says  it  has  yet  to 
determine  how  it  will  classify  the 
rights  security,  the  professional  tax 
journal  Tax  Notes  reported  last  year 
that  a  Dow  tax  official  considered  the 
rights  to  be  debt  instruments. 

This  implies  that  a  portion  of  the 
redemption  payments — the  differ- 
ence between  the  issue  price  and  the 


redemption  price  of  the  rights — is 
interest  income  to  the  investors.  Only 
the  balance  of  the  profit  (if  any)  would 
be  considered  a  capital  gain. 

That  could  be  very  bad  news  indeed 
for  someone  who  made  money  on  the 
rights  and  lost  money  on  the  stock. 
Go  back  to  the  example  above.  If  the 
rights  are  classified  as  debt,  then 
about  $28,000  of  the  gain  would  be 
considered  interest  income;  the  bal- 
ance, capital  gains. 

Thus,  the  $75,000  loss  suffered  by 
an  investor  could  be  used  to  offset 
only  $32,000  of  the  profit.  The  un- 
used loss  would  have  to  be  carried 
forward  to  future  tax  years  (assuming, 
of  course,  there  aren't  other  capital 
gains  in  need  of  sheltering).  And  the 
taxpayer  would  have  to  pay  full  ir 
come  taxes  on  the  $28,000  intere 
part  of  the  profit.  (Although  he  could 
apply  $3,000  of  the  unused  loss  to 
reduce  the  taxable  interest  income  to 
$25,000.) 

Shearson  Lehman  tax  expert  Rob- 
ert Willens  is  advising  brokers  to  tell 
their  clients  they  don't  necessarily 
have  to  take  the  same  tax  position  as 
Dow  on  the  rights.  "There's  every 
reason  to  think  that  the  rights  are  put 
options,  not  debt,"  he  says.  "There- 
fore, it  would  be  most  appropriate  to 
treat  profits  as  capital  gains."  But 
whether  the  Internal  Revenue  Service 
will  let  Dow  classify  the  securities  one 
way  and  investors  classify  them  anoth- 
er way  is  by  no  means  a  sure  thing. 

Moral:  When  you  buy  a  newfangled 
security,  it  pays  to  know  what  kind  of  a 
tax  animal  it  is.  BH 
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\cm\  morning  it's  the  same: 
you  jump  into  your  car.  make  a 
few  lefts,  make  a  few  rights, 
and  muscle  your  wa\  onto  the  high- 


's office.  In  am  other 


car.  this  routine  might  quickl)  be- 


come tiresome. 

Of  course,  that's  precisely 
win  tho  Lexus  I  S  100  was  created: 
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to  keep  the  ordinary  from  slipping 
into  the  mundane. 

For  while  any  car  can  be 
designed  to  battle  the  masses,  the 
LS400  was  also  designed  to  please 
the  individual.  Perhaps  that's  why  peo- 
ple who  know  cars  consider  it  a  great 
automobile  rather  than  the  newest 
status  symbol. 

Just  ask  the  experts.  Since  day 
one,  they've  maintained  there's  noth- 


ing on  the  road  quite  like  a  Lexus. 

This  theory  is  easily  supported. 
All  you  have  to  do  is  put  your  foot 
on  the  gas.  The  automobile's  250-hp 
V8  will  keep  you  from  being  intimi- 
dated by  traffic. 

Its  looks,  of  course,  will  keep 
you  from  being  confused  with  it. 


© 


The  Relentless  Pursuit  Of  Perfection. 


1990  I  exits,  t  \)u  ision  ()/  Toyota  \totot  Sales,  U.S.A..  Inc.  Lexus  reminds  you  to  wear  seal  lielis  and  obey  nil  speed  hues.  Foi  more  information,  call  800-872-5398 1800- 


Eleanor  Lambert  runs  her  public  relations  firm 

the  old-fashioned  way.  When  you  hire  Lambert  you  get 

Lambert,  not  some  faceless  account  executive. 

She  treats  New  York 
like  a  small  town 


By  Jean  A.  Briggs  with  Manjeet  Kripalani 

John  Loring  clearly  remembers  the 
first  time  he  met  Eleanor  Lambert, 
the  famous  fashion  publicist.  It  was  at 
a  media  lunch  in  1975,  the  restaurant 
was  full  of  editors  and  journalists,  and 
Loring  was  a  young  writer  for  Archi- 
tectural Digest,  sitting  in  for  his  edi- 
tor, who  had  to  be  elsewhere.  When 
the  food  was  served,  Loring  found 
himself  seated  next  to  Lambert.  "Far 
from  ignoring  me  in  favor  of  more 
established  types,  she  paid,  attention 
to  me,"  Loring  recalls  fondly.  "She 
said,  'If  I  were  a  young  man  in  your 
position,  I'd  make  friends  with  me.'  " 

Loring  took  her  advice.  It  paid  off. 
Three  years  later,  at  another  party, 
Lambert  saw  Loring  in  conversation 
with  the  longtime  design  director  of 
Tiffany  &  Co.  She  knew  the  Tiffany 
man  was  looking  for  a  successor.  After 
the  party,  she  called  Loring:  "You  are 
the  only  man  in  the  United  States  who 
could  be  design  director  of  Tiffany. 
You  telephone  Tiffany  and  you  get 
that  job."  And  he  did. 

Now  at  the  pinnacle  of  his  profes- 
sion, Loring  has  never  forgotten 
Lambert's  kindness  to  that  young 
journalist.  He  has  lots  of  company  in 
New  York's  glittering  fashion  and  de- 
sign world. 

Eleanor  Lambert  is  a  publicist,  a 
flack,  in  the  disparaging  term.  But  in 
an  era  when  even  public  relations  is 
becoming  institutionalized,  she  re- 
mains one  of  the  last  great  solo  practi 
doners.  More  than  that,  she  is  and 
this  is  almost  unheard  of  in  her 
trade — genuinely  loved  and  respected 
both  by  clients  and  the  fashion  media. 
The  reason  is  really  quite  simple: 
Where  fashion  is  concerned,  she  is 
Lambert.  Rather  than  treating  media 
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people  as  a  resource  to  be  exploited, 
Lambert,  through  good  deeds, 
knowledge  and  flair,  is  as  much  a  part 
of  the  industry  she  works  for  as  are  the 
players  and  the  professional  observers 
themselves. 

Respected  in  a  business  in  which 
integrity  is  a  fairly  rare  commodity, 
Lambert  has  a  gold  medal  from  New 
York's  Board  of  Trade,  a  Lifetime 
Achievement  award  from  the  Council 
of  Fashion  Designers  of  America,  and 
a  presidential  appointment  to  the  Na- 
tional Council  on  the  Arts. 

At  an  age  when  most  people  have 
retired  to  their  memories  and  their 
scrapbooks,  Lambert,  now  in  her  late 
80s  but  sharp  and  fit,  still  travels  the 
globe — visiting  clients,  keeping  in 
touch  with  contacts,  seeing  friends, 
helping  charities. 

And  still  working  virtually  full  time. 
Among  her  better-known  clients:  Bi- 
jan,  Bill  Blass,  Mary  McFadden.  Early 
this  year,  when  Marc  Bohan,  formerly 
the  top  designer  at  the  House  of  Dior, 
introduced  his  first  collection  for 
Hartnell,  the  British  fashion  house,  it 
was  Lambert's  show  all  the  way.  The 
fashion  pages  brimmed  over.  The 
New  York  Times'  Bernadine  Morris 
praised  the  collection  as  did  Women's 
Wear  Daily's  James  Fallon,  the  Lon- 
don Times,  Liz  Smith  and  many 
others. 

But  Lambert  played  more  than  the 
part  of  publicist.  When  Bohan  depart- 
ed Dior  in  May  1989,  he  had  to  agree 
to  stay  out  of  couture  for  one  year. 
Lambert  began  to  think  where  his 
talents  might  best  be  used  when  the 
noncompete  expired.  She  knew  that 
the  House  of  Hartnell,  in  decline 
since  the  death  of  its  designer.  Nor 


Eleanor  Lambert 
in  her  office 
"If  I  were  in  your 
position,  I  would 
make  friends 
with  me." 


man  Hartnell,  wanted  to  make  an 
attention-grabbing  comeback.  "The 
idea  came  to  me,  'Win  not  put  the 
two  together?'  "  says  Lambert.  She 
did,  and  it  worked. 

The  spate  of  articles  celebrating  last 
spring's  reopening  of  Spencer  House, 
m\  18th-century  London  town  house 
restored  and  refurbished  b\  Jacob 
Rothschild,  was  also  1  ambert's  do 
ing.  Vanity  Fair  oohed  ^\nd  aahed 
about  the  splendor  of  the  place.  Gm- 
noisseur  compared  it  to  a  country 
house  also  owned  at  one  time  b\  the 
Spencer  family  (Lady  Di'sline).  (.<>/</•- 
met  imagined  entertaining  there.  The 
publicity    prompted    several    of  the 
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well-to-do  to  book  Spencer  House 
for  events. 

Lambert's  involvement  with  Spen- 
cer House  came  about  because  of  her 
long  friendship  with  Henry  Wrong, 
manager  of  the  Spencer  House  proj- 
ect. When  the  refurbishing  was  well 
under  way  he  called  Lambert  to  get 
the  story  out. 

Lambert's  career  and  the  history  of 
the  U.S.  fashion  business  are  inti- 
mately related.  Before  World  War  II, 
Paris  was  the  undisputed  source  of 
fashion  ideas.  U.S.  designers  were 
simply  not  taken  very  seriously. 

Setting  out  to  change  that,  Lam- 
bert appropriated  a  French  institu- 


tion, the  Best  Dressed  List,  and 
moved  it  to  American  shores,  where  it 
has  remained  under  her  direction  ever 
since.  She  has  been  compiling  the  list 
for  52  years  now,  sending  out  ques- 
tionnaires for  nominations,  tabulate 
ing  the  returns,  impaneling  judges 
and  publicizing  the  results.  In  1966 
she  extended  the  line  by  introducing  a 
list  of  best-dressed  men;  now  there's 
also  a  hall  of  fame  for  each. 

The  lists,  of  course,  are  not  limited 
to  Americans.  Diana,  Princess  of 
Wales,  is  a  familiar  hall-of-famer,  but 
the  fact  that  the  lists  are  prepared  in 
New  York  has  focused  attention  on 
the  U.S.  fashion  industry.  "She  really 


put  New  York  fashion  on  the  map," 
says  designer  Joan  Raines. 

In  1941  Lambert  started  an  awards 
program  to  give  recognition  to  talent- 
ed U.S.  designers.  The  awards  (spon- 
sored by  Coty)  were  presented  every 
year  for  47  years  in  a  widely  publicized 
ceremony.  That  brought  attention  to 
the  winners,  the  industry  and  also  to 
Coty.  The  awards  were  discontinued 
after  Coty  was  acquired  by  Pfizer. 

Another  Lambert  innovation: 
Fashion  Press  Week.  Lambert  con- 
vinced the  New  York  designers  to 
invite  fashion  editors  from  out-of- 
town  newspapers  to  come  view  their 
collections.  She  organized  the  event, 


Forbes  ■  November  11,  1991 


Eleanor  Lambert 

kicking  it  off  each  year  with  a  Sunday 
brunch  at  her  Fifth  Avenue  apartment 
overlooking  Central  Park. 

Like  a  lot  of  the  more  glamorous 
figures  on  the  Manhattan  scene,  Elea- 
nor Lambert  is  a  small-town  girl.  She 
was  born  in  Crawfordsville,  Ind. 
(pop.  now  35,000).  Her  father,  she 
says,  was  a  circus  advance  agent  who 
was  rarely  home.  For  all  her  sophisti- 
cation, there  is  still  a  lot  of  Crawfords- 
ville in  her.  "Eleanor  insists  on  treat- 
ing New  York  like  a  small  town,"  says 
Tiffany's  John  Loring.  "She'll  drop 
by  with  a  jar  of  jam  she's  made  and 
leave  it  in  a  basket  hanging  on  your 
doorknob." 

Lambert's  first  job  was  drawing 
fashion  pictures  for  local  newspapers. 
Later,  encouraged  by  her  mother,  she 


Rather  than  treating 
media  people  as  a  re- 
source to  be  exploited, 
Lambert,  through  good 
deeds,  knowledge  and 
flair,  is  as  much  a  part  of 
the  industry  as  the  play- 
ers and  the  professional 
observers  themselves. 


attended  the  John  Herron  Art  Insti- 
tute and  the  Chicago  Art  Institute.  "I 
wanted  to  do  sculpture,"  she  says, 
"but  I  wasn't  very  good." 

In  1933  she  moved  to  New  York 
and  got  a  part-time  job  helping  com- 
pile reports  on  retailing.  "I  had  to  visit 
certain  departments  in  stores  to  find 
out  what  was  selling,"  she  recalls. 
Simultaneously  she  worked  at  an  ad- 
vertising agency,  where  she  got  the 
idea  of  publicizing  artists. 

"In  those  days  opera  singers  were 
the  celebrities,"  she  says.  "They  were 
always  on  the  front  page  of  the  papers. 
I  wondered,  'Why  not  artists?'  " 

Lambert  went  to  work.  She  visited 
art  galleries  and  convinced  artists  to 
let  her  publicize  them.  Her  public 
relations  company,  which  bore  her 
name,  was  started  in  1935.  -Among 
the  painters  and  sculptors  whose  ea 
reers  she  promoted:  Jackson  Pollock 
and  Jacob  Epstein. 

In  1936,  in  her  very  early  30s, 
Lambert  married  Seymour  Berkson,  a 
prominent  newspaperman  of  the 
time.  When  he  became  publisher  ol 
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William  Randolph  Hearst's  Journal 
American,  the  couple  became  well- 
known  actors  on  Manhattan's  celebri- 
ty stage.  When  news  of  Lambert's 
just-detected  pregnancy  was  leaked 
by  a  hospital  lab  attendant  to  colum- 
nist Walter  Winchell  in  1939,  the 
world  knew  about  it  almost  as  soon  as 
Berkson  did. 

During  the  late  1930s  and  1940s 
Lambert  gradually  changed  her  client 
base  from  artists  to  designers.  Her 
early  fashion  clients  included  Norman 
Norell,  Claire  McCardell,  Charles 
James.  Obscure  today,  they  were  the 
Calvin  Kleins  and  Ralph  Laurens  of 
their  generation. 

In  almost  every  case,  Lambert  has 
been  more  than  a  publicist  to  her 
designer  clients.  She  has  been  friend, 
part-time  manager,  adviser.  "She 
doesn't  tolerate  fools,"  says  designer 
Shannon  Rogers.  "A  lot  of  designers 
have  to  be  organized  and  told  what  to 
do,  and  she  has  a  great  talent  for  that. 
'You're  doing  it  all  wrong,  now  stop 
it,'  she'll  say.  If  they're  smart  they 
listen  to  her." 

"She  can  be  tough,  very  tough,  and 
demanding,"  says  Kay  Unger,  a  de- 
signer for  the  Gillian  label.  "I  don't 
mean  she  breaks  careers.  She  doesn't. 
But  she  doesn't  take  you  on  unless  she 
thinks  you're  good." 

Professional  is  the  word  heard  most 
often  when  people  talk  about  Lam- 
bert. Jack  Hyde,  professor  of  publicity 
at  New  York's  Fashion  Institute  of 
Technology  and  former  editor  of 
Men's  Wear,  is  specific:  "Publicists  are 
afraid  of  the  client,  and  so  they  pitch 
stories  they  perfectly  well  know  won't 
flv  just  so  they  can  tell  the  client  they 
did  it." 

Not  Lambert,  says  Hyde.  "She  will 
call  you  and  suggest  a  story,  and  if  you 
feel  it  is  valid  for  your  publication, 
she'll  arrange  an  interview.  She  won't 
interfere  and  knows  that  you  will  call 
her  if  yon  need  more  information. 
She's  a  pro." 

Which  is  just  another  way  of  saying 
that  when  von  take  on  Eleanor  Lam 
bert  you  are  getting  Eleanor  1  ambert, 
not  some  faceless  account  executive 
or  a  soi  disant  vice  president.  Al- 
though she  has  a  small  staff  to  help  her 
witli  details,  she  is  the  firm.  That's  m\ 
old-fashioned  way  to  run  a  public 
relations  business,  but  maybe  it's  the 
best  w.n  ■■ 
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Marlene  Is  The  Soul  Of 

Concern.  She  Cannot  Sleep 

Well  Ar  Night  Unless 

She  Is  Certain  You  Will. 
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Her  radiant  smile  belies  a  steely  determination — to  transform  your  room  into  a  haven  or  tranquility.  With  pillows  the 
way  you  like  them,  French-milled  soaps,  and  stacks  or  thick  hath  towels,  morning  and  night.  Like  her  untiring  colleagues  who 
press  your  jacket  within  the  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  messages,     .^wjv 
Marlene's  mission  is  to  enhance  your  personal  comfort  and,  in  turn,  your  professional  efficiency  the      T^rxi  wr  CoriCO 
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following  day.  Which  makes  a  Four  Seasons  Hotel  the  kind  of  investment  you  never  lose  sleep  over.        HOtelS  *  HBSOn. 


Honda  realized  that  American  yuppies  would  want 
more  luxurious  cars  as  they  got  older,  but  not  the  same 
sort  their  fathers  drove.  Honda's  Acura  now  has  lots  of 
competition  here— but  none  of  it  is  American. 

Alfred  Sloan 
spoken  here 


By  Jerry  Flint 

The  great  lesson  of  Alfred  Sloan, 
the  genius  who  created  the  modern 
General  Motors  in  the  1920s  and 
1930s,  was  this:  Take  a  basic  automo- 
bile skeleton  and  build  three  or  four 
or  five  versions  around  it.  Each  must 
be  different  enough  in  looks  and  per- 
formance to  be  distinguishable.  The 
plainest  would  be  a  Chevrolet.  With 
some  improvements  and  styling,  it 
would  grow  into  a  Pontiac  and  the 
price  would  go  up.  With  more,  it 
would  become  an  Oldsmobile  and 
the  price  would  be  higher.  And  with 


more  .  .  .  but  you've  got  the  idea. 

Sloan's  concept  kept  the  customers 
in  the  family  as  they  grew  older  and 
more  prosperous.  It  spread  the  enor- 
mous costs  of  design  and  engineering 
and  tooling  over  many  more  units. 
Finally,  the  Sloan  system  was  great  for 
profits  because  the  embellishments  as 
the  cars  moved  up  the  price  scale 
added  much  more  to  price  than  they 
did  to  costs. 

That,  in  a  nutshell,  is  the  product 
strategy  that  made  General  Motors 
for  many  years  the  world's  biggest  and 


Honda's  Acura  Legend 
Everyone's  target. 


Lexus  ES  300 
Sloan  couldn't 
have  done  better 


most  profitable  corporation. 

The  Japanese  have  read  the  Sloan 
book.  They  are  now  building  semi- 
luxury  cars  in  the  S25,000-to- 
$35,000  range,  but  centering  on 
$30,000.  On  top  of  that  they  have 
their  big  new  luxury  cars,  the  V8- 
powered  150mph  $40,000  Lexus  LS 
400  (from  Toyota)  and  Infiniti  Q45 
(Nissan)  and  Amati  (coming  from 
Mazda).  Alfred  Sloan  would  approve 
of  that. 

However,  in  adapting  Sloan  the 
Japanese  have  stolen  a  march  on  their 
battered  American  competitors.  The 
Japanese  understood  that  as  their  cus- 
tomers aged  they  would  want  more 
comfort  and  luxury.  But  they  also 
understood  that  these  aging  Ameri- 
cans were,  unlike  their  parents,  not 
hooked  on  big  cars  and  still  wanted  a 
bit  of  a  thrill  when  they  hit  the  acceler- 
ator going  into  a  curve. 

Result:  a  whole  new  category  of 
semiluxury  Japanese  cars  with  lots  of 
power  and  lots  of  curve-hugging  abil- 
ity. Price:  around  $30,000.  BMW, 
Saab  and  Audi  among  the  European 
makers  also  have  cars  in  this  class.  The 
American  manufacturers  are  nowhere 
in  sight. 

Honda's  Acura  Legend,  Mitsubi- 
shi's Diamante,  Mazda's  929  and 
Toyota's  Lexus  ES  300  are  midsize  by 
U.S.  standards  and  carry  four  passen- 
gers in  roomy  comfort.  Powerful  six- 
cylinder  engines  push  them  to  130- 
plus  miles  per  hour.  They  offer  terrific 
handling,  which  means  you  can  tw  i^t 
around  the  treacherous  horseshoe 
curves  of  the  wine  country  north  o\ 
San  Francisco  at  60mph  just  by  turn- 
ing the  steering  wheel  a  bit  this  way 
and  a  bit  that  way.  These  new  cars  are 
quiet,  earn  goodies  like  heated  seats, 
eight-speaker  sound  systems  -xnd  real 
wood  interior  trim. 

Small  cars  still  mean  small  margins 
These  new  semiluxury  models  are 
thrusting  into  a  most  desirable  mar 
ket:  high  potential  volume  and  high 
potential  profit.  Until  recently  in  the 
U.S.  that  price  segment  was  prett\ 
much  all  big  U.S.  cats 

Honda  started  don  nsizing  into  this 
semiluxury  category  in  W8t»  when  it 
created  a  new  division,  new  dea  I 
mu\  its  then  new  Acura  1  egend  cars. 
This  year  every  major  Japanese  com 
pany  is  throwing  in  a  modd  set  to 
carve  up  the  I  egend  market.  Toyota 
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(Ring,  Ring)  What  time  is  it  there? 
OK,  I'm  in  Denver,  that's  Mountain 


time,  so  it's  after  five.  I  wonder  if 
Jan's  in.  (Ring,  Ring)  I  wonder  if 
Wright  called.  Oh-my-gosh  and 
Richard  Terry.  (Ring,  Ring)  C'mon, 


c'mon.  I  wonder  if  marketing 
got  to  the  West  proposal.  I  need 
to  know  if  the  Brown  thing's 
a  go  because  then  the  Callen 
thing's  a  no-go.  And  if  that 
changes  then  my  trip  to  Richmond 


changes,  (Ring,  Ring)  I  wonder 


why  janitors  can't  pick  up  phones. 


OR  US 


Getting  messages  when  you're 
on  the  road  shouldn't  be  a  has- 
sle. That's  why  Sky  Tel™  has  more 
ways  to  keep  you  in  the  know. 


HOW  DO  YOU  KNOW 

YOUR  SECRETARY 
HAS  AN  IMPORTANT 
MESSAGE  FOR  YOU? 


Our  2.5  ounce  SkyPager®  is  easy 
to  carry  and  even  easier  to  use. 
Your  clients,  customers  and 
cohorts  just  dial  1  800  SKY 
PAGE  and  enter  your  personal 
code  number.  Then  in  seconds,  a 
silent  signal  or  a  discreet  tone 
lets  you  know  you  have 
a  message. 


Your  SkyPager  displays  a  phone 
number  and  even  numeric 
codes  that  you've  devised  (like 
"911"  for  emergencies). 

Better  yet,  since  you  choose 
the  people  who  have  your  code 
number,  you  can  avoid  unwant- 1 
ed  calls  from  your  out-of-work  - 
brother-in-law. 


HOW  DO  YOU  KNOW 

WHICH  OF  YOUR  27 

URGENT  MESSAGES  IS 

REALLY  URGENT? 

Sky  Talk'  is  a  service  that  provides 
voice  mail  in  addition  to  the 
instant  notification  you  get 
from  SkyPager  or  SkyWord*. 

By  dialing  1  800  SKY  TALK 
and  your  personal  code,  callers 
reach  your  voice  mail  box.  After 
they  leave  a  message,  you're 
alerted  to  the  call.  Immediately. 
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KVTEL 


HOW  DO  YOU 
KNOW  WHAT  PART 

OF  THE  REPORT 
NEEDS  REVISION  12? 


f 


SkyWord  is  our  latest  communi- 
cations breakthrough.  It  works 
just  like  SkyPager,  but  it  also 
gives  you  the 
additional 
benefit  of 
receiving  a 
complete 
written  mes- 
sage along  with 
the  telephone 
number  of 
the  person  who  needs  you. 

Its  80  character  electronic 
display  means  SkyWord  will  give 
you  a  message  like:  REVISED 
NUMBERS  ON  MARSHALL  PLAN 
WILL  BE  READY  BY  6  TONIGHT. 
YOU'RE  SET.  DAVID. 

When  you're  out  of  town, 
it's  a  great  way  to  get  all  the 
details  on  what's  going  on  back 
at  the  office. 


HOW  DO  YOU  KNOW 

ABOUT  BREAKING  LOCAL 

NEWS  WHEN  YOU'RE 

OUT  OF  THE  COUNTRY? 

When  you  travel  with  SkyTel, 
important  messages  can  reach 
you  just  about  wherever  you  go. 
In  thousands  of  cities  and  towns 
across  the  U.S.  and  Canada.  And 
in  Mexico,  soon. 

No  wonder  more  business 
travelers,  from  corporate  execu- 
tives to  high-flying  entrepre- 
neurs, are  going  places  with 
SkyTel.  SkyTel,  the  leader  in 
messaging  services. 


and  Mexico. 


BUSINESS 
TODAY 

PAYS 

KNOW. 


NOT 

KNOWING 


PAY 
WELL) 


With  SkyTel  by  your  side  on  the  road,  you'll  know  what  you  need 
to  know  as  soon  as  you  need  to  know  it.  Without  it,  there's  no 
knowing  what  you're  missing.  For  more  information,  give  us  a 
call  at  1  800  456  3333,  ext.  4220. 
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Semiluxury  cars 


has  its  Lexus  ES  300.  A  perfect  exam- 
ple of  Sloanism,  the  ES  300  is  built  on 
the  basic  platform  of  the  standard 
midsize  Toyota,  the  Camry.  The 
Camry  sells  for  $16,000;  the  ES  300 
for  $30,000. 

All  this,  clearly,  is  very  Alfred  Sloan. 
Take  a  Camry  and  gussy  it  up  and  you 
have  a  Lexus  ES  300.  No  question, 
these  are  impressive  cars.  The  new  ES 
300  does  0  to  60  miles  an  hour  in  8 
seconds,  has  a  top  speed  of  135mph 
from  a  24-valve,  6-cylinder,  185- 
horsepower  engine,  handsome  leath- 
er seats,  even  a  standard  pass-through 
between  the  back  seat  and  the  trunk 
for  skis.  Great  cars,  but  there's  not  a 
$14,000  difference  between  these 
cars  and  the  standard  Camry  mod- 
els— that's  what  Sloanism  is  all  about. 

Mazda's  candidate  is  its  929,  cer- 
tainly the  most  stylish  of  the  new 
entries.  Mitsubishi  has  its  1992  Dia- 
mante ls,  brought  out  a  couple  of 
months  ago  with  more  electronic  wiz- 
ardry than  any  car  in  this  class.  Next 
spring  Nissan  will  have  a  new  entry  in 
this  class  for  its  Infiniti  division. 

The  Japanese  don't  have  the  field 
all  to  themselves.  BMW's  new  325, 
Audi's  new  100  and  the  older  Saab 
9000  are  already  impressive  cars  in 
this  $30,000  price  class. 

Is  the  market  big  enough  for  every- 
one? Only  with  a  lot  of  crowding.  The 
Japanese  admit  they  are  targeting 
Honda's  Acura  Legend,  which 
pushed  up  to  60,000  sales  a  year  and 
then  leveled  off.  Toyota  figures  it  can 
sell  40,000  ES  300s,  Mazda  wants  to 
sell  30,000  of  its  929s,  Mitsubishi 
25,000  Diamantes.  Figure  that  Nis- 
san sees  a  market  for  about  40,000  of 
its  car,  and  that  Honda  isn't  going  to 
fall  over  and  give  away  its  60,000-a- 
year  Legend  market.  That  means  the 
Japanese  are  figuring  on  selling  nearly 
200,000  a  year  in  a  class  of  cars  that 
has  existed  for  only  a  few  years.  Look 
for  a  glut  of  cars  in  this  class — and 
horrendous  competition.  The  cus- 
tomers will  benefit  from  the  competi- 
tion, but  the  manufacturers  will  not. 

Are  the  Japanese  being  suicidal  in 
crowding  in?  No.  Says  respected  auto 
analyst  Maryann  Keller  of  Furman 
Selz  Inc.:  "That's  where  their  cus- 
tomers are.  The  baby  boomers  started 
to  buy  ugly  Toyota  Corollas  20  years 
ago,  and  now  that  18-to- 19-year-old 
is  40  and  wants  something  different. 


Mitsubishi's  Diamante 
Notice:  Key  competitors 
are  Japanese,  too. 


Mazda's  929  pro- 
file and  interior 
Grown-up  baby 
boomers  want 
sharp  handling 
and  stylish  design, 
and  will  pay 
$30,000  to  get  it. 


He  wants  something  meatier,  he 
wants  a  bigger  car,  he's  more  con- 
cerned about  safety,  he  wants  creature 
comforts,  he  wants  a  better  radio. 
Toyota  has  just  grown  up  with  its 
customers.  This  is  true  for  every  one 
of  them.  It's  a  natural  evolution  of  a 
product  line.  It  reflects  the  maturing 
of  the  company  within  the  context  of 
the  automotive  world  and  the  grow- 
ing maturity  of  their  customers." 

Detroit?  GM,  strongest  in  the  larger 
car  market,  is  moving  some  of  its 
models  in  the  direction  of  the  Japa- 
nese, designing  spiffier  interiors  and 
adding  equipment  to  its  cars  closest  in 
size  to  the  Japanese  models  and  push- 
ing up  prices,  too.  GM's  new  H  body 
cars,  as  they  are  known  within  the 
industry — the  Buick  LeSabre,  Olds 
88  and  Pontiac  Bonneville — are  very 
close  in  size  to  the  Legend  and  other 


Japanese  models  in  its  class.  The  H 
models  are  a  bit  longer  and  wider  and 
roomier  than  the  Japanese  cars.  The 
GM  models  have  a  nice  price  advan- 
tage— they're  around  $23,000  when 
fully  equipped,  or  $5,000  to  $7,000 
less  than  the  semiluxury  Japanese  cars. 
But  they  lack  the  speed  and  interior 
refinements. 

What  happens  now?  Sloan's  con- 
cept, remember,  depended  on  per- 
suading people  to  pay  $2  more  for  $1 
extra  worth  of  car.  But  with  a  dozen 
strong  companies  all  fighting  for  this 
big-volume,  high-profit,  $30,000 
market  segment,  the  price  premium 
on  these  cars  is  certainly  going  to 
shrink.  Straw-in-the-wind:  Honda's 
Acura  division  recendy  offered  lease 
and  sale  terms  on  its  Acura  Legend 
that  amount  to  a  10%  reduction  from 
list  price.  ■■ 
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Cray  Research  has  taken  some  terrific  lumps, 
but  now  the  worst  seems  to  be  over. 

Why  are  these 

men  smiling.5 


By  Norm  Alster 

Here's  how  Cray  Research,  Inc. 
President  John  Carlson  remembers 
the  supercomputer  maker's  good  old 
days:  "No  cold-calling,  no  advertis- 
ing, no  knocking  on  doors."  After  a 
pause,  Carlson  adds,  "And  virtually 
no  competition." 


How  times  have  changed.  Cray's 
high-speed  number  crunchers,  which 
sell  for  as  little  as  $2  million  and  as 
much  as  $30  million,  face  challenges 
from  machines  made  by  half  a  dozen 
hungry  rivals  including  Japanese 
heavyweights  NEC,  Fujitsu  and  Hita- 


chi, along  with  IBM  and  Cray  Com- 
puter, run  by  Cray's  departed 
founder,  Seymour  Cray.  The  market 
is  limited  for  these  superfast  comput- 
ers used  for  complex  tasks  like  weath- 
er forecasting  and  designing  nuclear 
weapons. 

To  make  matters  worse,  peppy  up- 
starts— among  them  Convex  Com- 
puter Corp.,  Thinking  Machines, 
NCube  and  Kendall  Square  Re- 
search— have  beaten  Cray  to  the 
punch  in  developing  lower-priced  su- 
percomputers, and  in  exploiting  the 
promising  technology  of  massively 
parallel  processing. 

Cray  is  still  making  good  money — 
$  1 1 3  million  ( $4  a  share )  last  year,  on 
revenues  of  $800  million — but 
growth  is  flat  and  margins  are  narrow- 
ing. Recently  41%  a  share,  the  stock 
trades  for  less  than  a  third  of  its  1987 
high  and  an  uninspiring  ten  times 


Cray  President 
John  Carlson  (left) 
and  Chief  Execu- 
tive John  Rollwagen 
You'd  smile,  too, 
if  your  customers' 
budgets  were 
about  to  double. 
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Cray  Research 


Executive 
Vice  President 
Robert  Ewald 
His  goal: 
a  trillion 
mathematical 
operations 
per  second. 


earnings. 

So  why  the  incipient  twinkle  in 
Cray  Chief  Executive  John  Roll- 
wagen's  calm  blue  eyes? 

Partly  it's  because  Cray's  new 
C-90/YMP16  machine,  to  be  an- 
nounced later  this  year,  has  been  ea- 
gerly awaited  by  Cray's  most  de- 
manding users — including  govern- 
ment labs,  oil  companies  and  auto 
companies. 

Just  as  important,  Cray  is  about  to 
become  a  major  beneficiary  of  a  high- 
stakes  political  battle  just  won  in 
Washington.  The  House  and  Senate 
passed  legislation  known  as  the  High- 
Performance  Computing  Act,  which 
was  endorsed  by  the  Bush  Adminis- 
tration last  February.  This  bill  will 
provide  $2  billion  over  the  next  five 
years  to  fund  supercomputing  re- 
search and  training  to  solve  the  so- 
called  grand  challenges  of  Big  Science 
and  engineering:  prediction  of  global 
climatic  changes,  gene  mapping  and 
development  of  superconducting  ma- 
terials, among  others. 

Supporters  have  likened  this  infra 
structure  investment  to  the  interstate 
highway  construction  program  of  the 
Eisenhower  years.  Negotiations  arc 
now  under  way  to  reconcile  House 
a\k\  Senate  versions  of  the  bill.  Enact 


ment  of  the  High- Performance  Com- 
puting Act  will  likely  come  sometime 
this  month. 

For  Cray  the  new  legislation  prom- 
ises an  end  to  flat  revenues.  Tight 
budgets  have  recently  pinched  Cray 
sales  to  government  agencies,  tradi- 
tionally its  best  customers.  With  the 
new  bill,  over  the  next  five  years  the 
high-performance  computing  bud- 
gets of  NASA,  the  National  Science 
Foundation,  the  Department  of  En- 
ergy and  other  agencies  will  double, 
from  about  $500  million  to  $1  billion 
annually. 

Cray  will  face  plenty  of  competition 
for  these  new  dollars,  but  even  if  Cray 
could  get  one-fifth  of  the  added  $500 
million,  it  would  boost  revenues  by 
well  over  10%. 

The  prospective  help  from  Wash- 
ington is  coming  at  an  opportune 
time  for  Cray.  Since  the  mid-1980s, 
Cray  has  been  wracked  by  serious 
internal  disputes  over  where  the  com- 
pany should  be  going.  As  early  as 
1984,  forces  led  by  Marcelo  Gumu- 
cio,  then  an  executive  vice  president 
of  (ra\,  wanted  to  move  away  from 
the  firm's  exclusive  focus  on  building 
the  world's  fastest  computers.  Gumu- 
cio  a\k\  his  allies  thought  Cray  should 
also  address  the  low  end  of  the  market 


with  so-called  mini-supercomputers 
priced  at  around  $1  million  apiece, 
where  Convex  has  won  considerable 
success.  Founder  Seymour  Cray  and 
Chief  Executive  Rollwagen  resisted. 
The  Gumucio  side  won  last  year  with 
Cray's  purchase  of  Supertek,  a  Cali- 
fornia manufacturer  of  mini-super- 
computers. 

As  Rollwagen  wrestled  with  these 
conflicting  forces,  Cray  fell  behind  in 
its  research  into  the  cutting  edge  area 
of  massively  parallel  machines.  By  di- 
viding problems  up  between  hun- 
dreds or  even  thousands  o\  tightly 
packed  microprocessors,  massively 
parallel  systems  achieve  vastly  superi- 
or speed — tens  of  billions  of  calcula- 
tions in  a  second.  At  Cray  customer 
sites  like  the  National  Center  tor  At- 
mospheric Research,  massively  paral- 
lel processing  is  being  evaluated  for  its 
potential  in  predicting  what,  if  any, 
climatic  changes  can  be  expected 
from  the  greenhouse  effect. 

According  to  Executive  Vice  Presi- 
dent Robert  Ewald,  Cray  will  intro 
duce  massively  parallel  processing  in 
three  stages,  starting  in  1993  .\nd 
culminating  in  so  called  teratlops — 
i.e.,  /  trillion  mathematical  opera 
tions  per  second — performance  by 
1997.  The  way   things   nunc   th. 
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They've  trekked  through  China  scouting  sites  for  a 
series  of  historic  hotels  and  restaurants.  Paced  the  lobby  in 
anticipation  of  the  opening  of  his  turn-of-the-century  inn. 
Accompanied  his  chef  on  pre-dawn  excursions  to  the  finest 
Chesapeake  Bay  fish  markets.  But  they  stand  tallest  when  on 
the  sidelines  of  his  children's  tennis  and  lacrosse  matches. 

The  Richmond  from  Bostonian.  As  worn  by  Albert 
Massoni,  hotel  developer,  restaurateur,  husband,  father, 
sometime  sailor,  and  proprietor  of  the  Imperial  Hotel, 
Chestertown,  Maryland. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 
For  the  retailer  nearest  you,  call  1-800-345-2786. 


Cray  Research 


Friends 
in  high 
places 

The  $2  billion  High- 
Performance  Computing 
Act — likely  to  be  made 
law  in  November — might 
well  have  met  the  fate  of 
bills  promoting  high-defi- 
nition television  (hdtv). 
It  didn't  because,  unlike 
hdtv  and  other  high- 
tech  proposals,  it  was  sup- 
ported by  a  broad  constit- 
uency of  customers  and  po- 
tential suppliers. 

High-performance 
computing's  constituency 
included  the  departments 
of  Energy  and  Defense, 
NASA,  the  National  Sci- 


ence Foundation  and  other 
agencies  that  run  govern- 
ment laboratories.  They 
joined  together  to  win 
the  support  of  a  Bush  Ad- 
ministration wary  of  in- 
dustrial policy.  They  but- 
tressed their  argument 
for  federal  financial  support 
with  a  unique  plan  to 
pool  their  computer  bud- 
gets and  thereby  divide 
resources  more  efficiently. 
Usually,  says  Cray  Re- 
search's Rollwagen,  these 
agencies  "are  at  each  oth- 
er's throats  for  funding." 

On  another  front,  a 
group  of  1 1  computer  in- 
dustry chief  executives 
(including  ibm's  John 
Akers,  Digital  Equip- 
ment Corp.'s  Kenneth 


Olsen  and  Rollwagen) 
threw  its  lobbying  weight 
behind  High-Perfor- 
mance  Computing.  "It  was 
bizarre  to  sit  down  with 
all  these  guys,"  says  Roll- 
wagen, recalling  the  first 
of  these  meetings.  "Usually 
we  try  to  kill  each  other." 

But  in  a  fruitful  Wash- 
ington meeting  last  De- 
cember with  Budget  Di- 
rector Richard  Darman,  the 
businessmen  harmonized 
around  a  common  pitch. 
Their  message:  It  was 
time  for  Washington  to  do 
something  to  help  devel- 
op computing's  infrastruc- 
ture and  to  help  maintain 
U.S.  leadership. 

But  American  compa- 
nies won't  be  the  exclusive 


beneficiaries.  D.  Allan 
Bromley,  science  adviser  to 
the  President  and  an  hpc 
proponent,  says:  "I  would 
be  unhappy  as  a  member 
of  this  Administration  if  I 
saw  the  benefits  of  all  this 
going  to  computer  compa- 
nies outside  the  U.S." 
That  could  happen  now 
that  the  Japanese  have 
agreed  to  open  their  gov 
ernment  computing  mar- 
ket to  us,  and  we  are 
obliged  to  reciprocate. 
The  House  bill  contains  a 
"buy  American"  provi- 
sion, but  it  is  likely  to  be 
diluted  or  modified  as 
the  committee  staffers 
meld  the  two  bills 
into  one. 


days,  that  may  not  be  soon  enough. 
"Their  [Cray's]  schedule  is  behind 
the  user  demand  curve,"  according  to 
J.  Richard  Sherman,  president  of  the 
Research  Consortium,  Inc.,  a  high- 


performance  computer  research  out- 
fit. "By  the  time  they  bring  their 
product  to  market,  the  market  will  be 
a  lot  more  active  than  they  would 
want  it  to  be." 


Rollwagen  acknowledges  that  pres- 
sure from  customers  has  already 
forced  him  to  accelerate  Cray's  mas- 
sively parallel  processing  program.  He 
hopes  that  some  of  the  new  High- 


m 


Performance  Computing  bill's  mon- 
ey will  eventually  help  fund  Cray's 
research  in  the  area. 

Cray  faces  other  serious  problems. 
Last  year  Japanese  trade  negotiators 
agreed  to  open  government  procure- 
ment to  foreign  computer  makers. 
Cray  pushed  hard  for  the  opening  but 
since  then  has  sold  just  one  system,  to 
a  government-funded  university  in 
Japan.  Meanwhile,  Japan's  NEC  has 
high  hopes  of  selling  "four  or  five"  of 
its  SX-3  series  supers  (average  selling 
price:  over  $14  million)  in  the  U.S. 
Since  Japanese  government  business 
is  now  open  to  Americans,  so  will  NEC 
and  others  get  a  crack  at  U.S.  govern- 
ment business. 

In  recent  months  Cray  lost  a  sale  to 
NEC  in  a  bid  for  business  at  Switzer- 
land's Lugano  Supercomputing  Cen- 
ter. The  University  of  London  Super- 
computing  Center  turned  to  Convex 
for  a  new  machine.  And  an  order  from 
four  German  universities  went  to  Sie- 
mens, which  markets  supercomputers 
made  by  Fujitsu. 

Fortunately,  new  markets  are  open- 
ing for  supercomputers.  By  applying 
structural  analysis  processes  to  simu- 
late the  impact  of  a  titanium  metal 


Titanium  club  meets  golf  ball 
Structural  analysis 
in  the  service  of 
a  larger  "sweet  spot." 


driver  on  a  golf  ball,  Cray  helped 
MacGregor  Golf  Co.  design  a  club 
with  a  larger  "sweet  spot." 

Cray  Research  is  also  a  leader  in 
crash  simulation  systems.  These  allow 


auto  companies,  including  Honda 
and  Toyota,  to  save  on  steel  and  glass 
by  using  supercomputing  power  to 
model  and  analyze  devastating  wrecks 
on  computers. 

Beating  the  bushes  for  new  cus- 
tomers as  diverse  as  Honda  and  Mac- 
Gregor requires  more  salesmen,  and 
Cray  will  add  25  to  the  current  corps 
of  1 17  by  the  end  of  next  year.  The 
company  may  even  begin  to  advertise. 
Sales  and  marketing  costs,  concedes 
President  John  Carlson,  "are  just  go- 
ing to  have  to  increase  as  a  percent  of 
revenues." 

But  for  all  the  increase  in  competi- 
tion, Cray  Research  retains  impressive 
strengths.  Competitors  acknowledge 
that  Cray  retains  top  engineering  tal- 
ent and  the  deepest  library  of  software 
applications.  Even  in  the  face  of  its 
new  competition,  Cray  brought  over 
14  cents  of  every  revenue  dollar  to  the 
bottom  line  last  year. 

Meanwhile,  as  Chief  Executive 
Rollwagen  puts  it,  new  products  will 
help  trigger  revenue  growth  "a  hell  of 
a  lot  faster  than  10%"  over  the  next 
three  to  five  years.  So,  for  all  its 
tribulations,  the  worst  is  over,  for 
now,  at  Cray.  H 


We  just 

put  our  future 

on  the  line. 


The  future  is  something  that  just  happens. 
Or,  it's  something  that  you  make.  It  depends 
on  your  attitude. 

At  Ford,  we  just  put  our  future  on  the  line. 
With  a  new  tractor  that  performs  like  no  Ford 
has  ever  performed  before-the  AeroMax  120 
long  conventional.  The  most  fuel-efficient  big 
Ford  ever. 

And  a  new  way  of  doing  business  that  helps 
our  customers  stay  in  business. 

In  cab  comfort,  in  readability,  in  ease  of  main- 
tenance, there's  never  been  anything  from  Ford 
like  AeroMax  120. 


For  the  name  and  number  of  your  nearest  Ford 
Heavy  Truck  Dealer,  call  1-800-FORD  1ST (367-3178). 
Ask  about  our  new  LineHauler  Club-with  24-hour 
Emergency  Hotline  backed  by 
over  26,000  suppliers  of  tow- 
ing and  repair  services.  About 
our  expanded  Parts  &  Service 
network.  About  Ford  Extended 


TRUCKS 


Service  Coverage.  And  more. 

Not  just  a  new  Ford . . . 
a  new  Ford  attitude. 


Any  error  can  land  an  accounting  firm 

in  deep  water.  One  such  landed  Deloitte  &  Touche, 

almost  literally,  in  the  toilet. 


Number 
pumpers 


By  Katherine  Weisman  and  Roula  Khalaf 


IT'S  not  only  failed  s&ls  that  can  land 
accountants  in  trouble  these  days. 
Consider  the  case  of  Big  Six  account- 
ing firm  Deloitte  &  Touche  and  Earl 
Braxton,  a  portable  toilet  dealer. 

In  1983  Braxton,  a  fast-talking  De- 
troit entrepreneur,  considered  the 
"used-car  salesman"  of  his  industry, 
was  looking  for  a  big-name  auditor  to 
prepare  one  of  his  ventures  for  a  pub- 
lic offering.  It  was  little  Utica,  Mich.- 
based  Enzymes  of  America,  in  the 
business  of  extracting  proteins  from 
urine  collected  in  collapsible  Johns. 
The  Johns  were  distributed  by  Porta- 
John  Corp.,  another  Braxton  outfit, 
which  would  soon  become  an  En- 
zymes subsidiary. 

Braxton's  Porta- John,  with  1983 
sales  of  $5  million,  rented  out  toilets 
to  construction  sites  and  special 
events  and  franchised  the  rights  to 
service  the  toilets. 


A  promising  little  account  that 
could  easily  become  a  big  account, 
reasoned  Deloitte  partners.  But  that's 
not  what  happened.  Enzymes'  offer- 
ing never  got  off  the  ground,  and 
Braxton's  companies  went,  so  to 
speak,  down  the  toilet.  Both  parties 
are  now  embroiled  in  lawsuits. 

A  major  issue  is  advice  Deloitte 
gave  Braxton  initially  on  how  to  ac- 
count for  revenues  from  Porta- John's 
franchise  fees.  "I  was  just  pumping 
toilets,"  Braxton  says.  "We  left  the 
books  to  Deloitte,  and  they  sold  us  on 
a  method  of  accounting."  Deloitte 
has  refused  comment. 

Porta- John's  franchisees  paid  a  fee 
equal  to  about  one-third  of  the  first 
year's  projected  rental  income.  But 
about  1 0%  of  that  was  paid  up  front, 
with  the  balance  in  a  promissory  note 
over  the  term  of  the  agreement. 
Porta- John  collected  all  rental  fees 


Porta-John's 
Jo  Ann  and 
Earl  Braxton 
Dragging  Big  Six 
accountant 
Deloitte  & 
Touche  into  the 
toilet  business. 


and  regularly  deducted  the  franchise 
fee  before  paying  franchisees. 

Under  generally  accepted  account- 
ing principles,  there  are  two  ways  to 
account  for  revenues  from  franchise 
fees.  One  is  to  recognize  them  as 
revenue  when  the  cash  comes  in.  Un- 
der this  method,  at  the  time  a  fran- 
chise was  sold,  Porta-John  could 
book  at  most  10%  of  the  fees.  The 
other  option  is  the  accrual  method — 
booking  the  entire  franchise  fee  as 
revenue  as  soon  as  the  franchise  agree- 
ment is  sealed.  The  cash  method  is 
only  used  when  fees  are  collected  over 
a  long  period  and  there  are  no  guaran- 
tees of  collectibility,  notes  John  C. 
Burton,  former  chief  accountant  for 
the  SEC  and  an  accounting  professor  at 
Columbia  Business  School. 

Deloitte  approved  the  accrual 
method  for  Enzymes  of  America's 
1984  books.  In  fact,  the  auditors  were 
so  confident  of  the  company's  ability 
to  collect  its  fees  that  no  significant 
amount  was  reserved  for  doubtful 
receivables  from  franchisees. 

As  a  result,  Enzymes'  1984  state- 
ments didn't  look  too  bad.  The  com- 
pany reported  a  loss  of  $150,000  for 
the  year,  but  with  positive  income  for 
the  two  prior  years,  there  was  equity 
of  a  healthy  $2  million. 

Then,  the  following  year,  the  ac- 
countants changed  their  minds.  They 
required  Enzymes  to  switch  to  the 
cash  basis — recognizing  franchise  fee 
income  as  it  came  in.  The  auditors 
withdrew  their  1984  opinion  and  is- 
sued new  numbers  for  prior  years. 
"These  two  things  say  this  is  a  coerce 
tion  of  an  error,"  says  Burton. 

In  Porta-John's  case,  there  was 
little  assurance  it  could  collect  its 
fees;  therefore,  the  accrual  method 
was  highly  risky.  As  Deloitte  ulti- 
mately realized,  the  company  didn't 
check  out  franchisees'  credit;  fran 
chisees  had  a  high  turnover  rate  .\nd 
put  up  little,  if  any,  money  up  front. 
Their  fees  came  in  over  a  span  ot 
ten  years. 

New  numbers  showed  a  miserable 
loss  of  $870,000  tor  L984,  .\nd  ot 
$570,000  for  L985.  The  losses  wiped 
out  equity,  leaving  the  firm  with  a 
$245,000  shareholders'  deficit  mk\ 
placing  it  in  default  of  the  net  worth 
requirements  of  its  bank  loan  agp 
ments.  Moreover,  the  auditors'  letter 
raised  doubts  .is  to  whether  Enzymes 
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This  is  a  moment  for  a  Macanudo 


A  golfer's  moment  to  remember  has  a  way  of  etching  itself  in  the  mind  for  a  lifetime. 
And  whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt,  or  one  improbable 
approach  or  one  unforgettable  drive  that  stands  above  all  the  rest. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when  speed 
is  all  too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two  years  to 
turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
aroma  of  the  ultimate  cigar. 


©!991MontegoYCia 


$19,995' 


IWCs  Da  Vinci  **.  an  automatic  chrono- 
graph with  perpetual  calendar  and  moon 
phase  indicator- 
It  will  be  a  reminiscence  of  Leonardo 
Da  Vinci's  ingenuity  for  entire 
generations  of  watch  connoisseurs  to 
come  -  at  least  until  the  year  2499. 


The  century  slide  for  IWC's  Da  Vinci9 
automatic  chronograph. 
In  the  year  2200.  it  will  propel  an  entire 
generation  of  watchmakers  into 
the  technological  world  of  me  1990s. 
Dear  watchmaker:  we  hope  you  will 
forgive  us  that  your  colleagues  from 
Schaffhausen  have  created  the  Da  Vinci 
in  such  a  way  that  you  rarely  have  the 
opportunity  to  see  one  in  your 
professional  capacity. 
But  chances  are,  you  will  be  able  to  open 
one  of  them  in  early  January  2200  and 
marvel  at  the  ingenuity  of  the  old  masters. 
As  you  peer  in  amazement  into  its 
intricate  movement,  don't  forget  to  insert 
the  new  century  slide  for  the  period  from 
2200  to  2499.  Your  customer  will  have 
brought  it  along  sealed  in  a  tiny  vial. 
Should  you  elect  to  keep  the  Da  Vinci  a 
little  while  -  for  educational  purposes,  of 
course  -  we  suggest  that  you  refrain  from 
offering  the  owner  a  substitute  watch. 
After  all  this  time,  he  is  likely  to  regard  it 
as  a  breach  of  loyalty  to  his  Da  Vinci. 
Yours  truly.  IWC 


IWC 

-~  fSCS 


For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 
please  call  1-8O0-432-933O 
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Toilet  trouble 

could  continue  as  a  going  concern. 

Braxton  didn't  give  up.  He  spent 
over  a  million  trying  to  take  his  com- 
pany public,  and  invested  his  time  in 
the  ill-fated  protein  production  pro- 
cess. He  paid  little  attention  to  his 
toilet  business.  In  May  1990  Porta- 
John  filed  Chapter  7,  with  a  stagger- 
ing S4  million  in  liabilities  and  assets 
of  merely  S57.000;  even  the  name, 
Porta- John,  has  a  claim  against  it. 

The  bankruptcy  trustee  tried  to 
figure  out  what  had  become  of  all  the 
toilets.  He  suspected  Braxton  had 
transferred  them  to  franchisees  he 
controlled,  pocketing  the  rental  fees 
while  saddling  Porta-John  with  debt. 
I  was  a  crook,  Deloitte  should 
have  caught  me,"  quips  Braxton.  But 
the  trustee  hadn't  the  time  or  money 
to  fully  investigate. 

Earlier  Braxton  had  found  a  lawyer 
willing  to  w  ork  on  contingency  and 
sued  Deloitte  for  negligence  in  1988, 
largely  blaming  his  company's  prob- 
lems on  the  unjustified  use  of  the 
accrual  method  that  Deloitte  had 
originally  approved. 

Deloitte  fought  back,  claiming 
Braxton  and  his  companies  owed 
SI 57,000  in  unpaid  fees.  And  then 
Deloitte  made  a  surprise  move:  In 
Jury  199 1  it  bought  Porta-  John  out  of 
bankruptcy  for  S70,000. 

Is  Deloitte  going  into  the  toilet 
business?  Of  course  not.  By  buying 
Porta-John,  Deloitte  rids  itself  of  a 
plaintiff.  But  its  troubles  aren't  over 
yet.  Porta-John  was  only  one  of  three 
plaintiffs.  No  sooner  did  Deloitte  buy 
Porta-John  than  Braxton's  lawyer 
filed  new  damage  claims  against  De- 
loitte for  S16  million,  asserting  that 
the  Braxton  family  and  Enzymes  of 
America  were  the  damaged  parties. 

Will  Braxton  have  the  last  laugh? 
Not  necessarily:  In  buying  Porta- 
John,  the  accountants  acquired  the 
trustee's  rights  to  sue  Braxton.  That's 
a  nice  bit  of  leverage  to  use  in  settling 
the  negligence  suit.  Indeed,  K 
Howard  Kastel,  a  Chicago  attorney 
specializing  in  liability  suits  against 
public  accountants,  it  may  be  cheaper 
to  buy  a  company  than  to  defend  a 
case  in  court. 

Braxton  vows  to  take  the  case  to 
trial.  "They  got  to  kill  me  to  stop,"  he 
threatens.  "Ho  ho,  the  mg  to 

be  sorry  they  sued  me."  They're  sure 
sorry  they  took  him  on  as  a  client.  H 
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IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 


Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that—  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


Here  is  a  publishing  company  that  is  unhurt  by  the  slump 
in  advertising.  How  can  that  be?  This  one  doesn't  take 
advertising  anyhow. 

Blooming  in 
the  recession 


By  Lisa  Gubernick 

Roy  Reiman,  the  57-year-old 
founder  of  Wisconsin -based  Reiman 
Publications,  keeps  a  bird  guide  on  his 
desktop.  His  office  window  faces  a 
half-dozen  bird  feeders.  Odd  behav- 
ior for  a  chief  executive?  Not  for  one 
whose  business  is  celebrating  the  joys 
of  rural  living. 

Over  the  last  two  decades  Reiman 


built  a  S67  million  (estimated  1991 
revenues)  empire  of  a  half-dozen 
mostly  rural  lifestyle  magazines.  His 
titles  include  Farm  &1  Ranch  Living, 
Country,  Country  Handcrafts  and 
Country  Woman.  In  all,  the  paid  cir- 
culation totals  nearly  5  million. 

How's  the  business  doing  during 
this   nastv   media   recession?    Great. 


Country  lifestyle  publisher  Roy  Reiman 

"We  take  readers'  letters,  sand  off  the  corners  and  sell  them  back  as  a  magazine." 


Revenues  have  grown  at  an  average 
annual  clip  of  31%  over  the  last  four 
years,  37%  in  the  last  year  alone.  Prof- 
its? Reiman  won't  say,  but  sources 
familiar  with  the  company  report  that 
they  were  nearly  SI 2  million,  pretax, 
in  1990,  up  20%  over  the  year  before. 
What's  the  secret?  Explains  James 
Autry,  senior  vice  president  of  Mer- 
^^^^  edith  Corp.'s  magazine 
|  group:  "The  media  reces- 
}  sion  is  in  advertising,  and 
:  Reiman's  magazines  don't 
take  it." 

The  average  consumer 
magazine  counts  on  ads  for 
56%  of  its  revenues;  in  ef- 
fect, the  advertiser  subsi- 
dizes the  reader.  Reiman 
prospers  without  getting  a 
penny  of  advertising. 

How  does  he  work  this 
neat  trick?  By  getting  the 
reader  to  pay.  Subscribers 
pay  S 1 7  a  year  for  a  mere  mx 
issues.  Without  advertising, 
a  Reiman  magazine  runs  68 
pages,  making  it  relative!) 
cheap  to  print  and  to  mail. 
Reiman     also     benefits 
from    low   editorial    o 
Country^  for  example,  is  full 
of  features  suggested  and 
written  by  its  readers.  Thcv 
may  sound  hokcv,  but  read 
crs  love  them.  One  article 
described  how   \v\  Alia 
lian     Shepherd     dog     felt 
when    an    African    goose 
mined  into  his  kennel  .md 
laid    cues     One    ltQui 
from  the  Country*1  column 
contained  words  of  wisdom 
readers  remembered  from 
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"How's  the  new  proposal?" 


"Finished" 


"C'mon,  the  research  alone. . '.'    "That  was  the  easy  part'.' 


5054  TMZ 


5054  TMZ 
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5054  TMZ 


"Easy!  I  hope  it's  right!' 


"The  client  said  we  nailed  it'.' 


'You  already  turned  it  in?" 


"Days  ago.  We  were  first'.' 


"Hey,  are  we  talking  some  kind  of  secret  weapon  here?" 


The  answer  is  in  Dialog. 


V, 


Information— complete,  precise,  up- 
to-the  minute.  It's  your  most  powerful 
business  tool.  Find  exactly  what  you 
need  to  know  fast  in  Dialog*  the  world's 
first  and  largest  electronic  library.  We 
offer  over  400  diverse,  detailed  data- 
bases readily  accessible  online  via 
computer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  U.S.,  415-858-3785.  Fax  415-858-7069. 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D8£B, 
S&dP,  Predicast,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RlDDER  COMPANY 


M212 
©1991  Dialog  Information  Services,  Inc.,  3460  Hillview  Avenue,  Palo  Alto,  California  94304.  All  rights  reserved.  DIALOG  is  a  servicemark  of  Dialog  Information  Services, Inc.,  Registered  U.S.  Patent  and  Trademark  Office. 
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their  mothers. 

"We  take  readers'  letters,  sand  off 
corners  and  sell  them  back  as  a  maga- 
zine," says  Reiman.  It  takes  just  ten 
full-time  staffers  to  produce  all  six  of 
Reiman's  magazines. 

It's   not  quite   true  that  Reiman 
publications    have    no 
ads.  There  is  the  occa- 
sional   promotion    for 
books  or  a  trip  through 
Amish     country.     But 
these  are  Reiman's  own 
products.  He  has  a  16- 
year-old  mail-order  di- 
vision that  got  started 
with    T    shirts    embla- 
zoned "I'm  Proud  to  be 
a  Farm  Wife."  He  now 
offers    things    like    step 
stools  shaped  like  cow  ud- 
ders and  model  cars.  His 
nonpublishing      division 
provided  about  28%  of  his 
revenues    last    year,    and 
about  18%  of  his  operating 
income. 

Reiman  learned  the  dan- 
gers of  dependence  on  ad- 
vertisers early  on.  After 
growing  up  on  an  Iowa 
farm  and  working  at  a 
creamery  for  his  college  tuition,  he 
worked  for  a  farming  journal,  Cap- 
per's Farmer.  It  went  out  of  business 
when  John  Deere  pulled  its  advertis- 
ing and  others  followed.  "The  lesson 
of  advertisers'  fickleness  stayed  with 
me,"  says  Reiman. 

After  three  years  at  another  farm 
publication  he  had  saved  $6,400 — 
and  had  come  up  with  what  he 
thought  was  the  perfect  idea  for  his 
own  magazine.  He  then  had  four 
daughters,  all  of  them  on  school 
cheerlcading  squads.  He  used  his  sav- 
ings to  put  out  Peppercttc,  a  newslet- 
ter for  cheerleaders,  complete  with 
diagrams  and  words  for  cheer  rou- 
tines. Rut  he  discovered  that  the  teen 
agers  he  targeted  would  not  pay  for 
his  magazine.  That  taught  him  anoth- 
er lesson.  "I  decided  ['d  never  start 
anything  without  test  marketing  it 
first,"  he  says. 

lie  did  make  some  money  with 
Farm  Building  News,  aimed  at  people 
involved  in  building  barns  and  rural 
buildings.  Building  materials  COmpa 
nies  wanted  to  reach  this  market  but 
didn't  know  how.  Reiman  got  CUS 


Reiman's  magazines 

Selling  a  rural  living  fantasy. 


tomer  names  from  local  lumber  sup- 
pliers. In  exchange,  he  sent  his  maga- 
zine to  their  customers  free  of  charge 
with  the  suppliers'  compliments. 
Companies  like  Reynolds  Metals  sup- 
ported the  publication  with  advertis- 
ing, and  Reiman  was  in  business. 
(Much  later  Reiman  sold  this  one.) 

Next  came  Farm   Wife  News.  In 
1970  Reiman  noticed  that  the  tradi- 
tional farm  magazines  were  eliminat 
ing  their  women's  sections  to  save 
money   as  advertising  dried   up.   "I 
wondered  what  was  going  to  happen 
to  all  those  women  like  my  mother, 
who  were  the  ones  who  really  read 
those  magazines.  1  figured  they  still 
w  anted  to  read  something. "  I  le  dum 
mied  up  a  16  page  tabloid  with  arti 
des  on  things  like  gardening  tips  and 
recipes  for  cookies  mk\  muffins.  1  Ic 
spent   $20,000  to  produce  40,000 


copies  and  mailed  them  to  farm  fam- 
ilies. After  16,000  readers  sent  back 
payments  for  a  year's  subscription,  he 
mailed  out  another  360,000  copies, 
and  ended  up  with  an  initial  sub- 
scription base  of  over  80,000. 
In  1978  Reiman  noticed 
another  trend:  Existing 
^^  farm  publications 
had  become  little 
more  than  technical 
'  manuals.  "When  I 
grew  up  on  a  farm, 
farm  magazines  were  fun 
to  read,"  he  recalled. 
"They  had  cartoons, 
things  that  you  en- 
joyed reading.  I 
figured  there  had  to 
be  farmers  who  still 
wanted  that."  He 
launched  Farm  &"  Ranch 
Living.  The  title  now  boasts 
a  circulation  of  402,000. 
In  the  agricultural  slump  of 
the  mid-1980s  Reiman  realized 
the  number  of  farm  families  was 
shrinking.  Would  his  market  shrink 
to  the  vanishing  point?  He  concluded 
that  much  of  the  content  of  his  maga- 
zines was  about  a  rural  lifestyle  rather 
than  about  nuts-and-bolts  farming 
per  se.  So  in  1987  he  revamped  Farm 
Wife  News  into  Country  Woman,  and 
launched  another  publication  aimed 
at  people  interested  in  rural  living. 
Simply  titled  Country,  the  bimonthly 
magazine  now  has  a  paid  circulation 
of  1.7  million. 

With  media  values  going  through 
the  roof,  in  1989  Reiman  considered 
selling  out.  None  of  his  six  kids  was 
interested  in  stepping  into  his  sho< 
and  he  was  getting  on.  Asking  prk 
$100  million.  Meredith  Corp.  took  a 
serious  look  at  the  operation,  but 
passed.  Chicago's  Prit/kcr  family 
nearly  made  a  bid,  but  then  decided  to 
get  out  of  publishing  altogether. 

So  Reiman  decided  to  cash  out  in  a 
way  that  would  make  his  estate  liquid 
and  yet  let  him  go  on  running  the 
business.  In  December  First  Hank  of 
C'hicagt)  was  the  lead  lender  in  a 
buyout  deal  that  gave  Reiman  rough 
l\  $50  million  in  cash  And  left  him 
with  90%  of  the  equit\  in  a  leveraged 
company;  his  top  executives  hold  the 
other  10%.  Expeci  R05  Reiman  to  do 
a  bit  more  bird  watching,  but  don't 
hold  your  breath  until  he  retires     M 
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A  promise  to  keep  a  long  stay  in  the  hospital  from  hecomingf  a  financial  injury. 


A  promise  to  make  concern  for  their  loved  ones  go  heyond  "How's  the  tamily?" 


A  promise  that  the  end  of  a  career  won't  he  the  end  of  a  comfortahle  lifestyle. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 


0 1990  Massachusetts  Mutual  Lite  Insurance  Co .  Springfield  MA  01111 


MassMutual® 

We  help  you  keep  your  promises. 


all  US.  phone  calls  connect  with  t 


Telephone  companies  depend  on  their  ability  to  execute 
millions  of  transactions  second  by  second.  So  they 
need  to  work  with  a  computer  company  that  is  second 
to  none. 

Which  is  why  telephone  companies  choose  Unisys.  In 
fact,  if  you  use  a  telephone  in  the  U.S.,  odds  are  you're 
also  using  a  Unisys  computer. 

For  over  25  years,  we've  helped  phone  companies 
track  the  complex  cabling  that  connects  customers 
to  telecommunications  networks.  Today,  we  are  pro- 
viding systems  to  develop  enhanced  services  like 
voice  messaging  and  fax  mail,  in  addition  to  Emergency 
911  capability. 

And  the  U.S.  isn't  the  only  place  we  help  telecom- 
munications companies  manage  mission-critical  growth. 
Our  international  roster  includes  customers  in  places  like 
Sweden,  Holland,  Germany  and  the  United  Kingdom. 

To  hear  more,  just  call  1-800-448-1424,  ext.  168. 
You'll  learn  why  so  many  companies  rely  on  Unisys  people 
in  over  100  countries  to  help  them  stay  well-connected. 

c  1991  Unisys  Corporation  Unisys  is  a  registered  trademark  of  Unisys  Corporation. 


We  make  it  happen 


This  is  about  a  rich  woman  who  struck  out  on  her  own 
and  made  a  success  in  business.  But  the  success 
was  hard-won  and  preceded  by  tragedy. 

The  story 
of  Marina  B 


By  Phyllis  Berman 

Marina  Bulgari,  61,  is  one  of  the 
Bulgaris  of  jewelry  fame,  but  she's  a 
big  success  in  her  own  right,  too.  She 
went  out  on  her  own  12  years  ago, 
and  she  has  been  attracting  the  rich 
and  famous  to  her  jewelry  designs 
ever  since. 

The  originality  of  the  Marina  B  line 
of  luxurious  jewelry  lies  in  the  clasps 


and  the  way  the  designs  fit  the  wear- 
er's neck  and  wrists.  One  piece,  for 
example,  is  a  choker  into  which  tiny 
18kt  gold  springs  are  woven,  making 
the  necklace  completely  flexible. 

A  further  touch:  Many  of  the  pieces 
are  designed  so  that  the  stones  can  be 
changed:  onyx  for  day,  for  example, 
diamonds  for  evening.  Some  earring 


designs  allow  for  the  pieces  to  be 
twisted  into  different  shapes  and  set 
with  different  stones. 

Her  work  reflects  the  Bulgari  heri- 
tage: gorgeous  stones,  an  unusual  mix 
of  colors,  elaborate  settings.  But  Ma- 
rina B's  goods  are  a  modern  interpre- 
tation, more  feminine,  more  inven- 
tive, more  geometric  than  the  tradi- 


Marina  Bulgari  outside  her  Paris  store 

She  can  compete  with  the  family  but  not  use  the  name. 
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YEARS  IS  ALL  IT  TOOK  TO  RAISE  OUR  FAMILY. 


Just  2  decades  ago,  Airbus  Industrie  was  a  dream  of 
its  4  partners  from  the  UK,  Germany,  France  and  Spain. 

Since  then,  we  have  launched  6  successful  aircraft 
programs:  the  A300,  A3 10,  A320,  A321,  A330  and 
A340.  As  the  1st  integrated  family  of  commercial  aircraft, 
these  programs  cover  worldwide  airline  needs:  from 
short-haul,  high  volume  to  very  long-haul,  low  volume. 


This  family  has  made  Airbus  Industrie  the  choice  of 
over  100  customers,  who  have  ordered  more  than  1 ,700 
aircraft.  Thanks  to  them,  a  pioneering  European  consortium 
has  become  the  2nd  most  successful  manufacturer  of 
commercial  aircraft  in  the  world. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 
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C  AIRt    S  INDUSTRIE 


Marina  B 


tional  Bulgari  lines. 

Sounds  pretty  easy.  Girl  from  a 
privileged,  wealthy  family  goes  into  a 
business  related  to  what  her  family 
had  been  in  for  a  century.  Makes 
money.  Loves  what  she  is  doing. 

Only  it  wasn't  easy. 

Marina  Bulgari  wanted  to  be  a 
mathematician.  Her  father,  Costan- 
tino  Bulgari,  insisted  she  enter  the 
business  that  his  father,  Sotirio  Boul- 
garis,  a  Greek  immigrant,  started  on 
the  Via  Condotti  in  Rome  at  the  turn 
of  the  century.  As  a  dutiful  Greek  girl, 
Marina  obliged.  For  30  years  she 
worked  alongside  her  father  and  her 
uncles,  later  her  three  cousins  and  her 
sister.  She  was  exposed  to  every  detail 
of  the  business,  from  accounting  to 
design. 

When  she  was  33,  tragedy  struck — 
twice.  Marina  Bulgari  lost  her  hus- 
band, a  neurosurgeon,  in  a  car  acci- 
dent, and  her  unborn  child  soon  after. 
Twelve  years  later  her  cousin  Gianni 
Bulgari  was  kidnapped,  reportedly  by 
a  Mafia  gang.  A  few  years  after  that, 
her  sister  and  nephew  were  taken,  this 
time  by  Red  Brigade  terrorists.  They 
were  released  only  after  the  thugs  cut 
off  the  nephew's  ear  and  sent  it  to  the 


Sophia  Loren  in  Marina  B  earrings 
A  great  sales  pitch. 


family. 

Nor  were  things  going  well  at  the 
store  under  her  three  male  cousins, 
Gianni,  Paolo  and  Nicola.  By  her 
account,  Bulgari's  designs  had  be- 
come repetitious.  Marina  felt  frustrat- 


ed. She  and  her  sister  were  given  only 
minor  roles  in  running  the  business. 
Soon  after  she  left,  sales  plateaued  at 
$50  million,  while  rivals  like  Carder 
pulled  further  ahead. 

Marina  Bulgari  might  be  there  yet 
but  for  the  death  of  her  father  in 
1973.  Now  she  could  go  out  on  her 
own.  "It  would  have  been  unthink- 
able in  a  Greek  family,"  she  says,  to 
have  done  so  in  defiance  of  her  fa- 
ther's wishes. 

But  her  Bulgari  cousins  had  im- 
posed a  very  important  restriction  on 
her  leavetaking.  She  could  compete 
with  them,  but  only  if  she  did  not  use 
their  name.  Thus,  Marina  B. 

But  Marina  B  was  a  long  time 
gestating.  "I  spent  three  years  medi- 
tating, researching  and  drawing,"  she 
explains.  "I  needed  to  find  out  if  I  had 
a  style  that  was  different  from  the 
family's."  Then,  using  $3  million  of 
her  own  and  investors'  funds,  she 
opened  her  first  store  in  Geneva.  It 
was  a  big  success. 

She  has  opened  four  other  stores,  in 
New  York,  Paris,  Milan  and  Monte 
Carlo.  Together  the  five  shops  pro- 
duce $20  million  in  sales  annually. 
Her  designs  are  sold  through  no  other 


Travel  in  style 

with  Hartmanns 

free  "Weekender"  bag. 

Purchase  any  pullman  or 
garment  bag*  from  Hartmann's 
Black  Luggage  Series  (includes 
packcloth,  belting  leather  and 
herringbone)  and  receive  our 
Weekender  bag  at  no  additional 
charge. 

The  Weekender  bag  shown 
below  (value  up  to  $240)  is  avail- 
able at  participating  stores  until 
January  6, 1 992. 

*  Does  not  include  garment  covers. 
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Handcrafted  since  1877 


Marina  B 


For  evening 
The  $25,000 
earrings  convert 
to  daywear  if  you 
simply  remove  the 
faceted  amethysts. 


Beauty  and  comfort 
Flexible  necklace 
and  bracelet  with 
semiprecious 
stones  like 
tourmaline  and 
citrine  separated 
by  diamonds. 


outlets. 

Unlike  her  designer  competitors, 
Paloma  Picasso,  Elsa  Pcretti  and  An- 
gela Cummings,  Marina  Bulgari  aims 
only  at  the  uppermost  end  of  the 
jewelry  market.  The  first  two  sell 
items  for  as  little  as  SSO;  Cummings 
for  just  several  hundred.  Marina  B's 
cheapest  items  run  $2,800  to  $3,000. 
One  of  her  first  pieces  was  a  $1  million 
necklace  made  entirely  of  round  dia 
monds  mounted  on  springs  so  the) 
appeared  to  cling  to  the  wearer's 


Dazzle 

These  $221,000 

ea  re  lips  feature 

emeralds, 

sapphires  and 

rubies  surrounded 

by  diamonds. 


neck.  One  of  her  most  famous  brace- 
lets is  made  from  18kt  gold  and  black 
metal  and  contains  71 1  diamonds;  it 
retails  for  $62,000. 

For  all  Ikt  technical  innovation  and 
designer  flair,  Marina  Bulgari  knows 
full  well  that  this  is  a  business  about 
marketing.  She  learned  that  at  her 
father's  knee.  This  is  a  business  w  here 
celebrities  are  a  sharp  marketing  tool. 
Italian  movie  star  Sophia  I.orcn  wore 
Marina  B  sapphire  .\nd  d\.\mo\\d  ear- 
rings  (price   tag    $550,000)    to   the 


Academy  Awards  last  year. 

That  appearance  produced  four  or- 
ders for  similar  designs.  Similar  but 
not  the  same:  At  S 5 50,000  everybody 
wants  a  piece  that  is  at  least  somewhat 
unique.  This  is  a  profitable  way  to  do 
business.  Because  it  involves  custom 
orders,  it  requires  no  heavy  inventory. 

Unlike  some  designers,  Marina  B 
designs  every  piece  she  sells,  flying 
around  the  world  to  spend  hours  in 
consultation  with  a  customer.  "I 
work  with  the  character  of  the  client," 
she  says.  "I  incorporate  that  person's 
needs  and  tastes." 

Marina  Bulgari  often  entertains  po- 
tential customers,  always  on  behalf  of 
a  deserving  charity,  as  she  did  recendy 
at  an  elegantly  planned  lunch  at  Mor- 
timer's in  New  York.  Only  the  most 
socially  prominent  women  in  the  city 
were  included.  "Marina  was  utterly 
charming,"  says  one  guest.  "And  So- 
phia Loren  stopped  in  for  dessert." 
Among  the  guests  were  Anne  Eisen- 
hower and  fashion  designer  Carolina 
Herrera. 

When  designing  her  pieces,  she 
does  a  sketch.  Her  designers  then 
produce  six  interpretations  of  the 
drawing  in  her  Paris  atelier,  and  crafts- 
men follow  with  25  prototypes  to  be 
tested  for  comfort  and  style. 

To  the  American  mind  the  fashion 
business,  especially  the  Italian  ver- 
sion, reeks  of  glamour  and  sophistica- 
tion. So  it  is  surprising  to  meet  Manna 
Bulgari  in  her  suite  at  New  York's 
Westbury  Hotel  or  at  her  Madison 
Avenue  shop.  She  is  shy  and  soft- 
spoken,  a  touch  of  sadness  in  her 
demeanor.  She  dresses  conservatively, 
though  always  in  couture  from  Mila 
Schon  or  Givenchy.  Jewelry?  Todav 
she  wears  three  of  her  signature  neck 
laces,  each  beaded  with  small  but 
colorful  stones.  Makeup-  [fany,  it  is 
so  sparing  as  to  be  undetectable. 

What  of  her  cousins  and  the  old 
family  business?  It,  too,  flourishes 
now.  Her  cousins  operate  a  Bulgari 
store  about  ten  blocks  from  her  shop 
on  Madison  Avenue.  Aided  by 
Francesco  rrapani,  son  of  Marina's 
cousin  I.ia,  they  have  the  business 
growing  again,  to  well  ovei 
million,  more  than  three  times  the 
si/e  it  was  seven  wars  ago.  The  rela- 
tionship with  Marina  Bulgari?  "We 
still  gel  together  on  holiday,"  says 
Marina  tepidly.  ■ 
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VAN  HEUSEN 


Laughlin,  Nev.  has  become  one  of  the  country's  hottest 
gambling  spots.  It  also  boasts  its  own  Donald  Trump— 
a  man  named  John  Midby,  an  overleveraged  real  estate 
developer  with  troubled  gambling  operations. 


Snake  eyes! 


s 
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By  Gail  Buchalter 

Laughlin,  Nev.  is  the  low  roller's  Las 
Vegas.  It's  a  place  of  rv  parks,  inex- 
pensive hotel  rooms  and  even  cheaper 
food,  to  lure  retirees  initially.  Right 
across  the  Colorado  River  from  Bull- 
head City,  Ariz.,  the  town  didn't  even 
exist  before  founder  Donald  Laugh- 
lin, now  60,  bought  a  run-down  bar 
and  6  acres  of  river  land  for  $245,000 
back  in  1964  (Forbes,  Oct.  16, 1989). 

These  days  Laughlin  is  booming. 
Major  casino  operators  including  Cir- 
cus Circus,  Hilton  Hotels,  Harrah's 
and  Ramada  have  moved  in.  A  fancy 
airport  just  opened.  Last  year  Laugh- 
lin (full-time  pop.  5,000)  earned 
$400  million  in  gambling  revenues, 
compared  with  Las  Vegas'  $3.2  bil- 
lion and  Adantic  City's  $3  billion. 

The  desert  town  even  boasts  its 
own  version  of  Adantic  City's  Donald 
Trump.  He  is  John  H.  Midby,  a  real 
estate  developer  who  may  have  rolled 
the  dice  a  few  times  too  often. 

The  centerpiece  of  Midby's  Laugh- 
lin empire  was  to  have  been  the  Emer- 
ald River  Resort,  a  $900  million  proj- 
ect that  was  to  include  6,000  hotel 
rooms  and  800,000  square  feet  of 
casino  space,  condominiums  and  a 
shopping  mall  with  waterfalls  and  la- 
goons— the  works.  The  operative 
words  here  are  "was  to  have  been." 
Today  the  Emerald  is  a  steel  skeletal 
tower  and  a  golf  course.  Midby's  firm 
heading  the  project,  Orion  Land  De 
velopment  Co.,  has  been  in  bankrupt 
cy  proceedings  since  January. 

Midby,  like  Trump,  is  a  good  exam 
pic  of  why  some  businessmen  should 
quit  while  they're  ahead.  Around  50, 
lie  hails  from  Cut  Hank,  Mont.  At  age 
L3  he  was  crewing  on  a  salmon  boat  in 
Alaska;  he  became  skipper  of  the  boat 
while  still  in  his  teens.  1  le  moved  to 

I.as  Vegas  in  his  early  20s,  where  he 
later  became  marketing  manager  of 
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Fidelity  Realty,  a  company  he  ended 
up  owning. 

Midby  rose  with  Las  Vegas'  tide. 
He  has  built  over  3,000  homes  and 
numerous  shopping  centers  and  of- 
fice buildings  in  Las  Vegas. 

By  the  mid-1980s  Midby  could 
have  cashed  in  his  chips  and  retired  a 
wealthy  man.  Instead,  he  kept  rolling 
the  dice.  His  new  table  was  Laughlin. 

Midby's  first  gaming  project  in 
Laughlin  was  Sam's  Town  Gold  River 
Hotel  &  Gambling  Hall,  now  a  25- 
story  hotel  with  987  rooms  and 
83,000  square  feet  of  gaming  space. 
He  opened  Sam's  in  1984,  but  did  so 
without  his  own  gaming  license. 

Midby  apparently  bet  that  he 
wouldn't  have  any  trouble  getting  the 
license.  He  bet  wrong.  Among  other 
things,  the  state  gaming  commission 
was  troubled  that  one  of  Midby's 
partners,  William  Trent,  was  alleged 
to  have  taken  part  in  a  Las  Vegas 
kickback  scheme.  Trent  denied  the 
allegation.  Midby  eventually  got  his 
license,  but  Trent  didn't.  The  whole 
process  took  two  years. 

While  all  this  was  going  on,  Midby 
had  to  figure  out  a  way  to  open  Sam's 
casino.  In  a  hasty  marriage  of  conve 
nience,  he  leased  Sam's  Town  Gold 
River  to  California  Hotel  &  Casino,  a 
company  owned  by  the  Boyd  Group, 
a  Las  Vegas  family  that  owns  Las 
Vegas'  Sam's  Town,  the  Stardust  and 
the  Fremont. 

This  arrangement  enabled  the  casi 
no  to  operate  and  Midby  to  receive  a 
landlord's  fee.  The  project  became  a 
success,  and  again  Midby  took  the 
dice.  In  late  1988  he  decided  to  M\d  a 
762  room  tower  to  Sam's.  To  finance 
the  expansion,  his  Goldrivcr  Finance 
Corp.  issued  $118  million  in  fust 
mortgage  bonds.  The  new  tower 
opened  in  May  1990,  but  never  did 


bring  in  enough  money  to  service  the 
mortgage    bonds.    I  ast    November 
Goldrivcr  missed  its  interest  payment; 
in  February,  Midby  sheltered  Gold- 
river  in  Chapter  11.  In  M.n   he  ap 
proached  bondholders  with  an  offer 
to  trade  SI  IS  million  m  Goldrivi 
1  3.875%  bonds  for  $90  million  worth 
of  new   bonds  paying   10.5%,  a   10 
share  of  equity  .\n<\  some  real  estate 
The  bondholders  objected  to  Mid 
In 's  offer,  and  the  two  entered  into 
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negotiations. 

Under  a  joint  plan  of  reorganiza- 
tion, which  is  set  for  confirmation 
hearingsDec.  4,  the  bondholders  will 
get  $75  million  of  new  debt  at 
11.325%,  two-thirds  of  the  equity, 
and  some  cash.  In  addition,  Midby 
and  his  associates  will  infuse  $6  mil- 
lion of  cash  into  the  property.  He's 
also  chosen  a  veteran  management 
team,  led  by  H.  Steven  Norton  of 
Sands  Hotel  &  Casino  and  Resorts 


International.  The  Boyd  Group  will  f 
leave  and  Midby  will  be  in,  owning  I 
about  a  third  of  Sam's  Town  Gold  | 
River.    If  he   meets   certain   perfor-  % 
mance  criteria,  he  could  end  up  with  a 
majority  share  of  the  property.  The 
plan  also  needs  the  approval  of  the 
state  gaming  commission. 

Even  as  he  was  expanding  Sam's 
Town  Gold  River,  Midby  was  break 
ing  ground  on  the  far  grander  Emer- 
ald River  complex.  The  project's  first 


ABOVE: 
The  Emerald 
River  Resort 
Laughlin  booms, 
but  this  project 
is  a  bust. 

LEFT: 

John  Midby 
Laughlin's 
Donald  Trump. 
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The  cod 

forfre 


To  start,  pack  several  tons  of  seafood  lightly  in  ice. 
Place  carefully  in  the  planes  of  Emery  Worldwide. 
Garnish  with  strict  quality-control  and  split-second 
timing.  Now  express  immediately  by  air  to  hundreds  of 
wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 
fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique  shipping  needs 
is  what  we  do  best.  We  offer  Customer-ization:  the  flexibility  to  adapt  to  each 
customer's  product  and  freight  pattern,  whether  you  ship  fresh  turbot  or  heavy 
turbines,  across  the  country  or  around  the  world.  That  makes  us  an  important 
ingredient  in  your  competitive  strategy. 

And  as  a  Consolidated  Freightways  Company,  we  can  help  you  operate 
more  efficiently  with  the  most  complete  range  of  sen  ices  in  the  industry 
Backed  by  unparalleled  shipping  management  systems,  and  a  responsive 
team  of  professionals  dedicated  not  only  to  your  satisfaction,  but  to  that  of  your 
customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  lace  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY  We'll  create  a  special  recipe  just  tor  you 
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Emery  Worldwide,  a  CF  Company.  Our  domestic  and  international  airfreight  company. 


COnSOLIDRTED  FREIGHTWAVS,  IflC 

WE  PUT  YOU  MILES  AHEAD 


The 


Company 


Real  estate 


THE  RITZ-CARLTON 

CHICAGO 
A  Four  Seasons  Hotel 


160  East  Pearson  Street  312-266-1000  or  1-800-621-6906  outside  Illinois. 
a  member  oi  'ThtFkadin^l  lotels  oftlwFWorld 


THIS  LAND 


Gave  us  our  past . . . 

It  can  give  us  our 
future 


United  States 
Department  of 
Agriculture 

Soil 
Conservation 

Sen  i<  t 


\ 


^ 


Help  protect 
Americas 
soil  and  water 
today. 

We  owe  it  to  our  children. 

Find  out  what  you  can  do. 
Call  l-800-THE  SOIL. 


phase  was  to  include  the  hotel/casino 
and  the  golf  course,  at  a  cost  of  about 
$200  million.  To  get  things  going, 
Midby  put  up  $10  million  of  his 
company's  money  in  1989,  wagering 
that  he  would  have  no  trouble  coming 
up  with  the  construction  financing. 

Construction  began  in  May  1989, 
but  within  a  few  months  Orion  was 
looking  for  more  financing.  Midby 
convinced  PaineWebber,  the  broker- 
age firm,  to  refinance  $30  million  in 
loans  to  keep  building.  But  financing 
that  Midby  claimed  he  had  lined  up 
from  Japanese  and  French  investors 
dried  up  in  early  1990.  In  early  1991 
Midby's  Orion  Land  filed  for  Chapter 


The  desert  town 
now  even  boasts  its 
own  version  of 
Atlantic  City's 
Donald  Trump.  He  is 
John  H.  Midby,  a  real 
estate  developer  who 
may  have  rolled 
the  dice  a  few  times 
too  often. 


11  protection,  owing  creditors  in  ex- 
cess of  $50  million.  In  April  Midby 
was  even  forced  to  surrender  the  w  a 
ter  and  sewer  permits  he  had  acquired 
for  the  project  2Vi  years  ago. 

Holding  the  bag  for  most  of  Orion 
Land's  debt,  PaineWebber  has 
charged  in  court  papers  that  Midby 
began  developing  the  Emerald  River 
project  "before  he  had  procured  even 
a  small  fraction  of  the  requisite  rinan- 
cing."  But  Orion  claims  PaineWeb- 
ber tailed  to  raise  the  money  it  had 
promised. 

These  difficulties  have  nicely  bene- 
fited some  of  Midby's  rivals  in  still- 
booming  I  aughlin.  Harrah's  Dd  Rio 
and  the  Ramada  Express  snapped  up 
the  water  Mid  sewer  permits  Midby 
had  to  relinquish;  they  plan  to  build 
1,800  rooms  combined.  Hie  boom- 
town's  new  airport  opened  in  mid 
September,  landing  large  jets  thai  it's 
hoped  will  carry  .\n  endless  snpplx  ot 
tourist   gamblei 

No  wonder  Midlw  wants  to  stay  m 
the  game.    The  ante's  gone  up,  the 
bets  art  dow  n  >\n<,\  the  cards  have  been 
reshuffled.  Midb)  's  hoping  he's  hold 
ing  the  right  hand.  IB 
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"One  test  of  how  'global' 
insurance  brokers  are  is 
how  local  they  are.  But  it's 
not  the  toughest  one." 


David  Olsen,  Chairman  and  CEO  of 
Johnson  &  Higgins,  on  responsiveness.- 

Global  companies  want  their  insurance 
and  risk  management  professionals  to  be  on 
call  wherever  they  do  business. 

That  could  be  any  place  from  Bangkok  to 
Brussels  to  Budapest,  or-even  Belo  Horizonte. 
If  you  can't  help  multinationals  locally,  then 
claiming  to  be  "global"  won't  help  you. 

When  a  company  puts  J&H  to  a  specific- 
city  test,  we're  able  to  answer,  "Yes,"  over  200 
times.  And  if  they're  counting  countries,  the 
answer  is  over  50. 

But  the  toughest  test  comes  when  a 
company  asks,  "What  assures  us  of  global 
coordination?  We  don't  need  black  holes." 

Two-thirds  of  the  top  U.S.  multinationals 
and  a  growing  list  of  European  and  Pacific  Rim 


companies  liked  our  answer  well  enough 
to  become  clients. 

It's  simply  this:  J&H  is  the  American 
broker  that  put  the  first  South  American 
network  together. 

And  the  first  European  network,  today's 
UNISON. 

And  the  first  Pacific  Rim  network. 

Nobody  tops  our  forty  years  of  experience 
in  making  networks  work  for  clients. 

City  by  city.  Country  by  country. 
Hemisphere  by  hemisphere. 

But  more  importantly,  person-to-person. 


JOHNSON 
J&OIGGINS 

Innovation  Driven  by  Experience 


A  Partner  In 

LNISON 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE 


The  folks  at  Vancouver's  Clearly  Canadian  Beverage 
Corp.  have  shown  a  sure  touch  for  turning  soda  pop 
into  premium-price  designer  water. 

Clearly  fuzzy 


By  Gretchen  Morgenson 

YOU'VE  heard  of  New  Age  music  and 
New  Age  books,  but  New  Age  bever- 
ages? Don't  laugh.  That's  the  catego- 
ry marketers  have  created  for  lightly 
flavored  bottled  water,  the  latest  fad 
in  premium-price  water.  New  Age 
beverage  sales  jumped  from  $115 
million  in  1985  to  $620  million  in 
1989.  There  are  dozens  of  entries, 
including  Perrier  and  Poland  Spring. 

Emerging  from  obscurity  is  Clearly 
Canadian.  It  is  produced  by  Clearly 
Canadian  Beverage  Corp.,  a  smallish 
Vancouver,  B.C. -based  bottler  run  by 
a  44-year-old  former  grocery  store 
manager  named  Douglas  Mason.  He 
has  a  hot  product  on  his  hands.  Since 
launching  the  brand  three  years  ago, 
Mason  has  increased  sales  from  $4 
million  to  $61  million.  Last  year 
Clearly  Canadian  sold  10.2  million 
cases  to  outdoorsy,  health-conscious 
consumers  in  places  like  San  Francis- 
co, Seattle  and  Salt  Lake  City. 

Clearly  Canadian  plays  nicely  to 
such  consumers.  It  comes  in  six  fla- 
vors with  countrified  names  like 
coastal  cranberry,  orchard  peach  and 


mountain  blackberry.  Its  transparent 
blue  bottles  with  type  printed  on 
them  instead  of  paper  labels,  and  its 
advertising  (photos  of  distant  glaciers 
in  the  mist)  reinforce  the  notion  that 
Clearly 's  raw  material  is  pristine,  pure 
and  healthful. 

"Clearly  Canadian  springs  from 
virgin  glacial  wells  deep  in  the  Canadi- 
an wilderness,"  gushes  sales  material 
from  an  affiliated  concern.  "The  spar- 
kling mineral  water  lies  amid  pure 
Alpine  air  and  towering  mountains 
with  no  people  for  30  miles,  no  indus- 
try for  hundreds  of  miles." 

Look  a  little  more  closely,  however, 
and  Clearly  Canadian  is  clearly  fuzzy. 
Its  contents  label  says  the  drink  con- 
sists of  water,  carbon  dioxide,  fruc- 
tose, natural  flavor,  malic  acid,  citric 
acid,  sodium  benzoate  and  tartaric 
acid — it's  soda  pop,  in  other  words. 
Most  flavored  seltzers  have  no  calo- 
ries; each  1 1  -ounce  botde  of  this  stuff 
dishes  out  110  calories. 

And  those  "virgin  glacial  wells,"  far 
removed  from  civilization's  toxins? 
Clearlv  Canadian's  Thornton,  Ont. 


well  site,  which  produces  the  bever- 
age sold  around  the  East  Coast,  is  just 
off  a  six-lane  highway,  about  5  miles 
from  the  industrial  city  of  Barrie. 
Nearby  is  the  Comet  Chemical  Co.,  a 
buyer  and  repackager  of  toxic  sol- 
vents. The  nearest  glacier  to  Thorn- 
ton is  thousands  of  miles  away. 

None  of  this  seems  to  matter  to  the 
punters  buying  Clearly  Canadian's 
stock.  The  company  earned  51  cents 
(U.S.)  a  share  in  the  year  ended  June 
30  and  trades  effervescendy  on  the 
Vancouver  and  Nasdaq  exchanges  at  a 
recent  o-t-c  price  of  24%.  That  puts 
the  p/e  at  49.  Clearly's  market  capital- 
ization is  approaching  S300  million, 
13  times  book  value. 

Actually,  Clearly  Canadian  is  Ma- 
son's second  branded  beverage.  His 
first  was  a  cola  soda  called  Jolt,  which 
had  "twice  the  sugar  and  twice  the 
caffeine"  of  competing  colas.  In  1986 
Jolt  was  hot;  the  company's  shares 
catapulted  from  2 V2  to  UV2  (U.S.)  on 
the  Vancouver  exchange — only  to 
collapse  to  2  when  Jolt's  sales  died. 
(These  prices  are  adjusted  for  a  2-for- 
7  reverse  stock  split  in  1990.)  Mason 
renamed  the  companv  Clearlv  Cana- 
dian in  1990. 

Will  Mason  do  any  better  with 
Clearly  Canadian?  He's  not  taking 
any  chances.  So  far  this  year  Mason 
has  sold  at  least  $4  million  of  Clearly 
Canadian  shares  for  cash.  He  contin- 
ues to  hold  600,000  shares,  but  his 
selling  may  be  a  prudent  hedge 
against  the  possibility  that  his  custom- 
ers will  take  a  tour  of  that  "virgin 
glacial"  spring  in  Thornton — or  read 
the  ingredient  label.  M 


Above,  Clearly  Canadian's  Ontario  well;  at  right,  sales  pitch 
Glacial  waters?  The  last  time  a  glacier  was  in  the 
neighborhood  was  a  few  aeons  ago. 
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HIGH  TECH  •  HIGH  LIFE 

Site,*  for  American  Invi 


Western  France 


ToulouselMidi-Pyrenees 


French  Riviera 
MarjeillelProvence      gk 


BIOTECHNOLOGY 


A 


INVEST  IN  FRANCE  AGENCY 


ADVERTISEMENT 


FRANCE 


Quality  Site**  for  American  Investment 


Throughout  their  long  history,  the  French  have 
been  obsessed  with  a  quest  for  quality.  This 
desire  to  produce  the  finest  products,  whether 
wine,  art,  cuisine  or  technology,  has  driven 
France  to  excel. 

While  the  French  have  retained  their  ideals,  their  per- 
spective has  shifted  from  a  national  to  an  international  one. 
Today's  France  is  resolutely  European,  completely  commit- 
ted to  international  competition  and  confident  of  its  place  in 
today's  international  business  arena. 

France  offers  businesses  seeking  to  expand  or  initiate 
European  operations  a  trump  card:  its  commitment  to  qual- 
ity. France  provides  business  leaders  and  investors 
with  a  complete  circle  of  quality:  a  first-rate  work 
force,  technological  environment,  infrastructure  and 
lifestyle. 

More  and  more  American  companies  are  among  the 
ranks  of  businesses  locating  in  France  and  taking  advan- 
tage of  each  region's  "Quality  Locations."  The  four 
regions  that  are  highlighted  in  this  special  section  have 
done  much  to  merit  that  designation. 


TELECOM 

Western  Fra 


[CATIONS 

Switched  On 


Jules  Verne,  a  19th-century  son  of  the  western  France 
city  of  Nantes,  let  his  imagination  stray  to  undersea  voy- 
ages and  trips  to  the  moon.  Today,  the  Ouest  Atlantique 
region  is  inhabited  by  a  different  brand  of  dreamer  the 
researchers  and  scientists  working  on  the  next  generation 
of  telecommunications  technology. 


Ouest  Atlantique  stretches  from  Brittany  south 
through  the  western  end  of  the  Loire  Valley  almost  to 
Bordeaux.  Roughly  seven  million  of  France's  56  million 
people  live  here,  but  among  that  group  are  43%  of  all 
French  telecommunications  researchers  and  the  workers 
responsible  for  20%  of  France's  output  of  telecom  products. 

Some  of  them  are  employed  in  government-sponsored 
labs  such  as  the  National  Telecommunications  Research 
Center  (CNET)  and  the  Joint  Research  Center  for 
Broadcasting  and  Telecommunications  (CCETT).  Others 
work  in  labs  belonging  to  one  of  the  region's  15  engineer- 
ing schools,  such  as  Supelec  for  electrical  engineering  and 
Sup  Telecom  for  communications  technology. 

Still  others  work  for  the  many  French  and  foreign 
companies  that  have  come  to  be  part  of  the  telecom  fer- 
ment in  western  France:  the  Dutch  electronics  giant 
Philips,  which  has  an  R&D  center  and  a  terminals  plant 
here;  Japan's  Canon,  which  is  researching  new  office  sys- 
tems; or  France's  Alcatel-Alsthom,  making  both  Centrex 
and  PBX  systems.  Foreign  companies  now  account  for  11% 
of  western  France's  industrial  output. 

Adding  to  these  large  companies  is  the  presence  of 
hundreds  of  small  and  medium-size  firms  such  as  Ouest 
Standard  Telematique  (OST).  Founded  in  1980  with  three 
employees,  this  maker  of  data  transmission  equipment  now 
employs  nearly  300  people  and  has  annual  sales  of  about 
FFr163  million  ($27.6  million).  OSTs  technology  is  present 
in  nearly  20%  of  all  the  private  telecom  networks  in  Europe. 
The  company's  own  network  of  offices  stretches  beyond 
Europe  to  the  U.S.,  Asia  and  Africa. 

ForThao  Line.  OSTs  president,  the  region's  chief 
drawing  card  was  its  illustrious  record  in  telecom  inno\ 
don.  "Picket  switching  was  born  here,  as  well  as  the 
Minitel  videotex!  system."  he  notes.  "Now,  there's  a  lot  of 
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work  being  done  on  high-definition  TV  (HDTV)."  Lane 
believes  that  Ouest  Atlantique's  emphasis  on  telecommu- 
nications at  all  levels — in  education,  research  and  manufac- 
turing— makes  it  easy  for  companies  such  as  his  to  recruit 


The  Futuroscope  Industrial  Park  in  Poitiers — 
The  "Teleport" 


qualified,  competent  workers.  It  also,  he  says,  makes  it 
easy  to  find  top-notch  subcontractors  for  everything  from 
printed  circuits  to  precision  sheet  metal  and  special  rubber 
parts,  specialized  cable  wiring  and  components  assembly. 

Many  of  these  companies  are  based  in  the  region's 
modern  industrial  parks,  such  as  Atalante  near  Rennes, 
the  Futuroscope  Teleport  in  Poitiers  and  Nantes' 
Atlanpole  Science  Park.  These  complexes  offer  both  the 
latest  in  business  services  and  easy  access  to  rail,  road  and 
aviation  hubs.  Thanks  to  the  high-speed  TGV  train,  Nantes 
and  Rennes  are  just  two  hours  from  Paris;  Poitiers  is  only 
IVi  hours  away. 

Ouest  Atlantique  is  not  just  telecommunications, 
however.  As  might  be  expected  of  a  coastal  area,  western 
France  is  rich  in  boat  builders.  It  also  is  responsible  for  26% 
of  France's  agricultural  production,  and  companies  such  as 
Cargill  and  Ralston  Purina  make  51%  of  France's  animal 
feeds  in  the  region.  And  the  nation's  balance  of  trade  has 
western  France  to  thank  for  the  world's  number  one 
export,  cognac. 


aircraft,  the  Concorde,  while  refusing  to  cede  its  18th-cen- 
tury grace  to  the  hustle  and  bustle  of  modern  industrial 
life.  It  also  has  produced  a  very  hospitable  climate  for  spe- 
cialized electronics. 

Last  year,  34  electronics  and  electrical  equipment 
companies  opened  their  doors  in  the  Midi-Pyrenees. 
They  joined  a  roster  of  companies  such  as  Thomson  CSF, 
Rockwell  Collins,  Honeywell  Sperry  Aerospace,  Materials 
Research  and  Motorola,  which  has  been  here  since  1967. 
Matra  Espace  and  Alcatel  Espace,  leading  makers  of  elec- 
tronics equipment  for  aircraft  and  spacecraft,  also  are  here. 
Some  17,000  people  work  in  the  electronics  industry,  or 
10%  of  the  region's  entire  work  force. 

The  products  these  companies  make  range  from  per- 
sonal computers,  produced  by  Thomson  CSF  near 
Toulouse,  the  region's  capital,  to  the  household  appliances 
that  SEB-Pyrenees  makes  in  Lourdes.  These  products  all 
profit  from  the  region's  excellent  labor  relations  climate:  In 
1990,  the  Midi-Pyrenees  lost  just  10  days  per  1,000  work- 
ers to  strikes. 

Electronics  companies  are  also  profiting  from  the 
region's  unique  concentration  of  specialized  engineering 
and  science  universities,  such  as  the  Optical  Electronics 
Laboratory  of  the  National  Scientific  Research  Center. 
Motorola  has  struck  up  research  partnerships  with  several 
of  these  institutions.  "Through  them,  we've  developed  new 
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Midi-Pyrenees  is  a  region  of  paradoxes:  It  has  pro- 
duced the  technology  for  the  world's  fastest  commercial . 


technology  that  has  led  to  the  introduction  of  new  semicon- 
ductors," says  General  Manager  Robert  Aschieri.  "We've 
had  concrete  results." 

At  Siemens  Automotive,  the  automobile  electronics 
division  of  Germany's  Siemens  AG,  15  researchers  from 
three  university-affiliated  labs  work  right  at  the  plant.  The 
researchers  in  this  so-called  "joint  lab" — one  of  five  now 
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operating  in  the  region — can  make  immediate  tests  of  the 
possible  practical  applications  of  their  discoveries.  The  uni- 
versity connection  has  helped  in  other  ways:  40%  of 
Siemens'  700  engineers  were  recruited  locally.  Toulouse  is 
France's  second-largest  university  city,  with  more  than 
80,000  students  enrolled  for  the  1990  school  year. 

Of  course,  there  is  more  to  the  region  than  electron- 
ics. Midi-Pyrenees  is  home  to  much  of  France's — and, 
increasingly,  Europe's — aircraft-building  industry.  The 
Airbus  is  made  here,  as  well  as  small  commuter  aircraft 
and  advanced  components  for  aeronautics.  As  befits  an 
area  with  this  sort  of  emphasis  on  aviation,  Toulouse 
International  Airport  offers  19  flights  daily  to  Paris  and  reg- 
ular connections  to  33  cities  around  the  world.  "The  young 
technicians  and  engineers  really  like  this  area,"  says 
Arnaud  de  Boysson,  chief  executive  officer  of  Soule,  which 
makes  lightning  arresters  in  Bagneres  de  Bigorre. 

Name  an  industry  and  it  probably  has  a  representative 
here:  Germany's  Robert  Bosch  GmbH  employs  more  than 
1,300  workers  to  make  diesel  and  gasoline  injection  sys- 
tems. Villeroy  &  Boch,  another  German  company,  makes 
its  Euro-style  bathroom  ceramics  here.  Last  year  alone,  420 
businesses — including  more  than  10  foreign  investors — set 
up  shop  in  Midi-Pyrenees. 
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If  Marseille  calls  to  mind  only  a  busy  port  or  a  deli- 
cious fish  stew,  then  think  again:  Marseille  is  France's  sec- 
ond-largest scientific  center,  with  3,000  researchers  in 
publicly  funded  labs  and  another  850  at  private  companies. 
The  Mediterranean  is  a  backdrop  to  state-of-the-art  work  in 
immunology,  oncology,  genetics,  cellular  biology,  neurobi- 
ology, endocrinology  and  other  areas  of  medical  and 
biomedical  research. 

Marseille  in  the  1990s  is  medical  research  and  medi- 
cal technology.  Chateau-Gombert  a  business  park  in  the 
north  of  the  vast  city,  houses  the  new  Mediterranean 
Technology  Institute  (IMT),  where  some  of  Marseille's 
75,000  students  specialize  in  biomedical  engineering.  By 
the  end  of  the  1992  school  year,  IMT  will  have  a  staff  of  300 
and  will  be  graduating  300  engineers  and  30  doctoral  candi- 
dates annually. 

Some  of  those  graduates  may  find  employment  at 
Intervascular,  an  American  company  that  makes  pul- 
monary prostheses  in  La  Ciotat  enterprise  zone.  (For 


trivia  buffs,  La  Ciotat  is  also  where  motion  pictures  were 
invented  by  the  Lumiere  brothers.)  Other  newly  minted 
scientists  may  go  to  Immunotech,  a  company  that  special- 
izes in  the  industrial  application  of  monoclonal  antibodies, 
which  are  created  through  a  cutting-edge  biotechnology 
process;  or  Gammaster-Provence,  a  Dutch-owned  business 
that  sterilizes  medical  equipment  with  gamma  rays. 
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Marseille-Provence  is  a  have*  for  biotechnology 


At  the  Luminy  Science  and  Technology  Park, 

research  labs  occupy  317,000  square  feet,  and  the  park's 
close  ties  with  both  the  academic  community  and  business 
assure  a  productive  transfer  of  technology  not  only  in  medi- 
cal research,  but  also  in  the  life  sciences,  physics  and  infor- 
mation science. 

Luminy  is  also  home  to  the  research  unit  on  retro- 
viruses and  associated  diseases  of  the  National  Institute  for 
Health  and  Medical  Research  (INSERM).  The  unit  is  head- 
ed by  Professor  Jean-Claude  Chermann,  a  former 
researcher  at  the  famed  Institut  Pasteur  who  was  one  of 
the  discoverers  of  the  AIDS  virus.  AIDS  remains  the  "prior 
ity  of  priorities"  for  Chermann  and  his  30  researchers,  who 
have  come  to  Marseille  from  all  over  the  world,  including 
the  U.S.  He  praises  the  area's  expertise  in  virology:  "The 
clinicians  in  Marseille  are  able  to  do  therapeutic  tests  that 
will  be  recognized  even  by  the  FDA." 

Chateau-Gombert  La  Ciotat  and  the  Luminy 
Science  and  Technology  Park  form  the  core  of 
Marseille's  world-class  industrial  sites 

Marseille's  skills  are  not  only  in  the  medical  sector. 
Many  of  its  1.1  million  inhabitants  work  in  heavy  industry 
for  companies  such  as  ARCO  Chemical.  Major  multination- 
al food  companies  such  as  Ricard  and  Quaker  France  are 
based  here,  and  20%  of  the  world's  civil  aviation  helicopters 
were  built  at  an  Aerospatiale  plant  east  of  the  city.  Small 
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businesses  turn  out  everything  from  industrial  computer 
systems  to  underwater  robots. 

They  do  so  with  the  assurance  that  their  goods  will 
move  smartly  out  through  the  city's  port  (the  largest  in  the 
Mediterranean  and  the  third  largest  in  Europe)  and  airport 
(the  third  largest  in  France).  Their  executives  can  head  out 
on  one  of  nine  daily  TGV  trains  to  Paris  or  fly  to  any  of  70 
cities  worldwide.  And  even  if  their  workweeks  run  to  40,  50 
or  60  hours,  they  can  still  find  time  to  enjoy  some  of  the 
290  days  of  sunshine  Marseille  gets  each  year. 
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The  French  Riviera's  commitment  to  data  processing 
begins  at  the  doors  of  Nice  city  hall,  the  first  local  govern- 
ment operation  in  France  to  be  fully  computerized.  Thanks 
to  its  speedy  action,  Amadeus,  the  software  development 
center  created  by  Air  France,  Lufthansa,  Iberia  and  initially 
SAS,  was  operational  eight  months  after  the  decision  to 
locate  in  the  region.  Revenues  from  high-tech  industries 
equal  those  from  tourism. 

Data  processing  and  computer  electronics  account  for 
$1  billion  in  annual  sales  in  the  French  Riviera  and 
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Nice's  Arenas 
The  leading  business  center  in  the  south  of  France 


employ  11,000  people.  IBM's  R&D  center  alone  employs 
1,350  people,  including  800  engineers. 

Texas  Instruments  employs  900  people  in  the  region, 
and  Digital  Equipment  Corp.  continues  to  expand:  It  is 
erecting  a  500,000  square-foot  "smart  building."  Air 
France's  computer  center  handles,  in  real  time,  the  carri- 


er's passenger  traffic.  Smaller  companies  have  kicked  in 
with  specialized  data  banks,  calculating  centers,  image 
analysis  software  and  interactive  videodisc  programming. 

These  smaller,  more  specialized  companies  are  locat- 
ed at  40  sites  across  the  region,  and  at  Sophia-Antipolis,  a 
science  park  almost  one-fourth  the  size  of  Paris  that  is 
home  to  840  mostly  international  companies  and  organiza- 
tions. 

Rockwell  International  Digital  Communication  came 
to  Sophia-Antipolis  four  years  ago.  "We  were  looking  to 
set  up  a  European  R&D  center,  so  we  wanted  to  be  located 
where  we  could  hire  Europeans,"  says  General  Manager 
Jean-Claude  Vrignaud.  "We  wanted  to  be  where  transporta- 
tion was  easy;  where  we  could  get  to  London  or  Munich 
quickly.  And  we  wanted  to  be  located  near  other  communi- 
cations companies  because  that  means  better  recruiting 
possibilities."  Rockwell  found  its  European  work  force: 
one-third  are  French,  one-third  are  British  and  a  final  third 
are  from  countries  such  as  Germany  and  Sweden. 

Sophia-Antipolis  was  France's  first  science  park  to 
have  a  professionally  operated  fiber  optics  network  that 
offers  complete  communication  and  data  transmission  ser- 
vices. There  is  an  intra-park  videophone  service,  videocon- 
ferencing and  analog  video  transmission. 

Capping  off  the  data  processing  sector  is  the 
European  Institute  for  the  Standardization  of 
Telecommunications  (ETSI),  created  by  the  26  member 
countries  of  the  European  Conference  of  Postal  Services 
and  Telecommunications.  It  has  a  broad  mandate  to  work 
with  developers  of  telecommunications  equipment,  as  well 
as  those  involved  in  information  technology  and  image  and 
sound  broadcasting  techniques. 

Sophia-Antipolis  and  the  rest  of  the  region  are 
certainly  open  to  companies  in  other  fields.  Britain's 
Wellcome  Laboratories  is  here,  as  are  the  Minoru  Institute 
for  Advanced  Research,  an  affiliate  of  Japan's  Toyota  Motor 
Group,  and,  from  the  U.S.,  Dow  Corning,  VLSI  Technology 
Inc.  and  Allergan  Inc.  Rohm  and  Haas  transferred  its 
European  research  labs  to  the  Cote  d'Azur  from  Zurich. 
NeXT,  the  new  venture  of  Apple  Computer's  co-founder 
Steven  Jobs,  recently  moved  its  European  headquarters  to 
Sophia-Antipolis  from  Geneva. 

The  region's  international  attractiveness  shows  up  in 
other  statistics:  One  person  in  12  has  moved  here  from 
another  country,  primarily  from  other  European  countries 
and  the  U.S.  And  when  these  international  business  people 
want  to  travel  to  those  countries,  whether  for  business  or 
pleasure,  the  Nice-Cote  d'Azur  International  Airport  puts 
no  obstacles  in  their  way.  Every  major  European  city  is 
less  than  a  two-hour  flight  from  Nice.  ■ 
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We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


\ 


NEW  YORK 

CHICAGO 

LOS  ANGELES 

HOUSTON 

TEL:  212-757-9340 

TEL:  312-661-1640 

TEL:  213-879-0352 

TEL:  713-526-1565 

FAX:  212-245-1568 

FAX:  312-661-0623 

FAX:  213-785-9213 

FAX:  713-526-3802 

To  the  good  people  of  Provo,  Utah,  Nu  Skin 
International  is  a  great  company.  To  a  lot  of  its 
salespeople,  it  turned  out  to  be  a  clever  but  cruel  scam 
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Pyramid  power: 


By  Richard  L.  Stern  and  Mary  Beth  Grover 


Nu  Skin  International  is  the  very 
model  of  a  successful  modern  business 
enterprise.  Its  sparkling  new  ten-story 
headquarters  stands  out  in  the  low 
skyline  of  downtown  Provo,  Utah, 
where  the  Wasatch  mountains  form  a 
spectacular  backdrop  for  the  glass 
tower.  Provo,  a  city  of  85, 000,  is  proud 
of  Nu  Skin,  which  provides  some 
2,000  jobs— 1 ,000  to  Brigham  Young 
University  students.  In  the  seven  brief 
years  since  its  founding,  Nu  Skin  has 
grown  into  a  giant  enterprise,  project- 
ing revenues  this  year  of  $500  million. 
Is  Nu  Skin  a  triumph  of  capitalism, 


a  monument  to  the  kind  of  hard  work 
and  enterprise  imbued  in  the  domi- 
nant local  Mormon  population?  Or  is 
it  a  mammoth  scam,  as  the  attorney 
general  of  Michigan  and  a  class  action 
lawsuit  claim? 

A  privately  owned  company  selling 
high-priced  skin-care,  hair-care  and 
nutritional  products  to  the  public 
through  100,000  "active"  indepen- 
dent distributors,  Nu  Skin  has  devised 
a  complex  multilevel  marketing  pro- 
gram. And  not  just  in  the  U.S.:  Nu 
Skin  and  its  top  distributors  already 
have  moved  into  Canada  and  across 


Former  Nu  Skin  distributor  Richard  Bell 
"I  was  on  a  treadmill." 


the  Pacific  to  Hong  Kong.  After  that, 
it  hopes,  to  Japan,  Taiwan,  New  Zea- 
land and  Australia. 

If  Nu  Skin  is  not  a  household  name, 
this  is  largely  because  the  company 
has  concentrated  its  sales  messages  to 
salespeople  rather  than  on  getting  the 
message  to  the  consuming  public 
through  the  usual  media  of  advertis- 
ing and  promotion  and  point-of-sale 
displays.  Nu  Skin  aggressively  recruits 
salespeople  with  a  powerful  message: 
Get  on  board  early.  We  are  heading 
toward  sales  of  $10  billion  by  the  turn 
of  the  century.  Through  hard  work 
and  perseverance,  people  who  sign  up 
as  independent  distributors  can  be- 
come fabulously  wealthy. 

How  wealthy?  Nu  Skin  distributors 
tell  prospective  salespeople  that  top 
distributors  can  earn  commissions  of 
up  to  $400,000  a  month.  Not  just 
rich.  Superrich. 

The  company's  pitch  is  delivered  at 
thousands  of  recruiting  meetings  and 
in  sophisticated  recruitment  video- 
tapes. One  is  narrated  by  Bill  Bixby, 
the  star  of  TV's  The  Incredible  Hulk. 
The  tape  paints  a  portrait  of  average 
Joes  and  Janes  turned  Nu  Skin  distrib- 
utors living  a  high  life  with  Rolls- 
Royces,  yachts  and  all  the  odier  famil- 
iar symbols  of  success. 

Early  this  year  Nu  Skin  hosted 
7,500  distributors — at  the  huge  Salt 
Palace  Convention  Center  in  nearby 
Salt  Lake  City.  The  convention 
theme:  Dare  to  dream.  Dreams,  it 
seems,  have  more  to  do  with  Nu 
Skin's  business  than  skin-care  prod- 
ucts do.  At  the  convention,  as  at  most 
Nu  Skin  gatherings,  the  emphasis  is 
not  on  what  the  product  can  do  for 
the  customers  but  rather  on  what 
selling  the  product  can  do  for  the 
salespeople.  These  are  not  sales  meet- 
ings so  much  as  inspirational  gather- 
ings, the  clear  aim  of  which  is  to  kindle 
zeal  in  as  many  hearts  as  possible. 

This  zeal-kindling  can  lead  to  prac- 
tices that  may  well  exceed  legal  limits 
in  many  states.  According  to  the  state 
of  Michigan,  Nu  Skin  is  running  an 
illegal  pyramid  scheme.  Michigan 
State  Attorney  General  Frank  J.  Kel- 
ley  explains:  "The  only  people  who 
actually  get  rich  from  pyramid 
schemes  are  the  very  few  at  the  top  of 
the  pyramid." 

At  least  seven  states,  the  Federal 
Trade  Commission  and  the  Securities 
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The  Plot:  High  school  senior  wins 
young  playwri g h  t  s  c  o  m  p  etit  i  o  n  . 
Her    play    is    p  erf  or  m  e  d    t  o    r  a  j 

reviews.  She  is  discovered  by  a  famous  producer,  opt 
on    Broadway,    and  goes   on   to   write   one  smash   hit 
after  another,   becoming  the  hottest  playwright  sr 
Tennessee  Williams. . . 

It's  every  budding  playwright's  dream  and  Christi 
Rankin  is  no  except  ion. 


Her  one-act  play,  "Off  Highway  21," 
was  judged  a  winner  in  the  1990  Chicago 
Young  Playwrights  Festival. 

But  this  is  no  ordinary  writing  competition. 

The  four  winners  had  their  creations 
brought  to  life  by  Pegasus  Players,  a 
small,  award-winning  theater  company 
from  Chicago. 

"Who'd  have  thought  I'd  see  my  first 
play  actually  performed  on  stage?  Not 
me,"  says  Christi. 

Almost  as  exciting  for  her  was  being 
invited  to  attend  rehearsals.  And  not 
just  as  a  bystander,  but  a  collaborator. 

She  worked  with  the  director  and 
the  actors,  making  script  changes  as 
need  be,  just  like  a  real  playwright.  "I 
had  dreamt  of  becoming  a  set  designer 
ever  since  I  was  nine  and  played  a 
'no-neck  monster'  in  'Cat  on  a  Hot  Tin 
Roof.'  Now,  I'm  hooked.  Theater's 
in  my  blood  forever,"  says  the  next 
Neil  Simon. 

Pegasus  had  its  humble  beginnings 
13  years  ago,  with  its  very  first  performance 
at  a  local  county  jail. 

"At  least  we  had  a  captive  audience," 
quips   Arlene    Crewdson,    its   Artistic 


Director  and  founder.  "Our  goal  from 
the  start  has  been  to  bring  theater  to 
people  who  don't  ordinarily  get  a  chance 
to  see  it." 

So  as  part  of  its  community  outreach 
program,  Pegasus  gives  away  20%  of 
the  tickets  for  each  show  to  the  elderly, 
the  handicapped  and  to  youth  groups. 

And  this  year,  the  Young  Playwrights 
Festival  reached  out  further  than  ever. 
An  amazing  258  entries  were  received, 
more  than  double  last  year's  response. 

Toyota  is  proud  to  have  funded  the 
production  of  this  enormously  successful 
Festival. 

For  us  to  stand  in  the  wings  and  watch 
these  young  people  grow  and  learn  with 
theater  is  truly  inspiring. 

By  unearthing  so  much  talent,  Pegasus's 
impact  on  the  theatrical  arts  is  sure  to 
be  felt  in  the  years  ahead. 

In  fact,  it  would  not  surprise  us  at 
all  if,  in  the  future,  we  read  the  following 
happy  ending  to  this  story: 

"Christi  Rankin  ends  up  with  the  love 
of  her  life:  Tony  Award." 
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&  Exchange  Commission  are  asking 
questions.  In  Florida  and  Michigan, 
for  instance,  the  concern  is  whether 
the  company  violated  anti- pyramid 
laws. 

What,  are  the  alleged  violations?  A 
legal  sales  pyramid  is  a  multilevel  mar- 
keting system  wherein  the  foot  sol- 
diers of  selling  report  to  supervisors, 
who  in  turn  report  to  other  supervi- 
sors, who  may,  in  turn,  report  to 
others,  with  each  successive  layer  par- 
ticipating in  the  commissions  earned 
by  the  people  below. 

But  pyramids  may  cross  the  line  of 
legality  when  their  primary  purpose  is 
to  make  money  from  recruiting  in- 
stead of  from  selling  products  to  con- 
sumers. In  other  words,  it  is  perfectly 
legal  to  share  commissions  when  the 
commissions  are  legitimately  earned 
from  selling  products  to  consumers. 
It  is  not  legal  when  a  good  deal  of  the 
commission  money  is  derived  from 
product  sales  to  recruits  themselves. 

Think  of  Nu  Skin  as  a  giant  chain 
letter:  Five  people  each  recruit  5. 
That's  25  recruits  by  the  second  level, 
more  than  15,000  by  the  sixth  level. 
Get  even  seven  people  to  recruit  to 
this  depth,  and  you  get  more  than 
100,000  salespeople.  Nu  Skin  says 
100,000  of  its  distributors  are  cur- 
rently active,  which  implies  it  has  re- 
cruited many  more  than  that. 

To  become  a  distributor,  you  pay  a 
$35  registration  fee  to  Nu  Skin.  Per- 
fectly legal,  since  no  commissions  are 
involved.  Although  the  company  in- 
sists it  is  not  required,  you  also  are 
strongly  encouraged  at  recruitment 
meetings  to  buy,  at  the  least,  a  $200 
kit  of  skin-care  products  from  the 
person  who  recruited  you.  And  those 
kits  do  involve  commissions  that  are 
distributed  up  the  pyramid. 

Follow  the  cash  to  the  top.  The  $35 
goes  to  Nu  Skin,  which  was  signing 
up  40,000  recruits  a  month  as  of  last 
February,  according  to  one  source. 
That's  $1.4  million  a  month,  $16.8 
million  this  year  to  Nu  Skin. 

But  that  $16.8  million  is  merely  the 
tip  of  the  profit  iceberg.  Here's  how 
the  folks  at  the  top  milk  those  all  the 
way  down  the  pyramid. 

Nu  Skin,  unlike  most  companies  in 
the  cosmetics  business,  spends  virtu 
ally  nothing  on  advertising.  The  com- 
pany  bins   nearly   all   its  stuff  from 
outside  manufacturers  .\\k\  reportedly 


marks  it  up  300%  before  passing  it  on 
to  the  sales  force.  That  kind  of  profit 
margin  leaves  plenty  for  paying  com- 
missions. 

The  company  claims  it  paid  out 
about  45%,  or  $104  million,  of  its 
revenues  of  $230  million  last  year  in 
commissions.  Figure  $60  million  in 
manufacturing  costs;  that  leaves  an 
operating  profit  of  $66  million  before 
overhead  and  taxes.  Overhead?  Likely 
a  fraction  of  that.  Quite  clearly  the 
people  who  own  Nu  Skin  are  netting 
tens  of  millions  of  dollars  annually. 
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Nu  Skin's  new  Provo  headquarters 

A  monument  to  capitalism  or  to  a  scam? 


Who  owns  Nu  Skin  International? 
A  group  of  local  people:  Blake  Roney, 
his  sister  Nedra  Anderson  and  Ne- 
dra's  friend  Sandie  Tillotson  among 
them  own  84%  of  the  company,  ac- 
cording to  Dun  &  Bradstreet.  Roney, 
33,  started  out  after  graduation  from 
Brigham  Young  as  a  process  server 
and  Culligan  man. 

So  the  founders  are  doing  spectacu- 
larly well.  What  about  the  commis- 
sions Nu  Skin  pays  out  to  distribu 
tors?  They,  too,  make  a  few  people 
rich,  because  the  big  commissions 
don't  trickle  far  down  from  the  top  of 
the  hierarchy. 

At  the  top  are  about  60  distributors 
known  at  Nu  Skin  as  blue  diamond 
executives.  They  collect  5%  commis 
sions  on  sales  from  executive  distribu 
tor  groups  as  much  as  six  levels  below 
them.   That's  quite  a  potential,  con 


sidering  that  there  could  be,  in  the- 
ory, 15,000  people  down  there.  The 
company  says  it  also  can  pay  out  up  to 
28%  in  other  bonuses  in  a  complex 
formula  that  depends  upon  personal 
monthly  sales  and  sales  volume  of 
people  distributors  have  recruited. 

But  there  is  more.  When  an  "exe- 
cutive" fails  to  meet  monthly  quotas, 
that  person  can  lose  future  executive 
commissions  from  below.  Who  gets 
the  defaulted  commissions?  People 
higher  up,  like  the  blue  diamond  ex- 
ecutives. The  quotas  are  set  so  high, 
they  are  very  difficult  to  meet. 
Hoped-for  commissions  thus  fly  from 
the  hopeful  hands  of  salespeople  to 
their  superiors. 

Tantalizing,  isn't  it?  Golden  grapes 
dangle  before  your  eyes,  but  as  you 
reach  for  them,  the  grapes  are  raised 
above  your  head.  The  more  you 
stretch,  the  higher  go  the  grapes. 

How  do  you  become  a  blue  dia- 
mond and  get  to  hold  the  grapes 
rather  than  reach  for  them?  It's  a  long 
journey,  and  the  odds  are  long.  The 
first  step,  since  there's  not  much  mon- 
ey in  selling  the  stuff  personally,  is  to 
become  an  executive  by  meeting 
monthly  sales  quotas.  Now,  conxince 
two  of  the  distributors  you  recruited 
to  become  executives,  and  you  be- 
come a  lapis  executixe,  able  to  collect 
5%  commissions  on  executive  group 
sales  as  far  as  two  levels  doxx  n;  recruit 
four  executixes  and  you  become  a 
ruby  executive,  able  to  collect  three 
levels  doxvn,  and  so  on  up  to  blue 
diamonds,  xvho  can  go  six  levels  deep. 

To  qualify  as  an  executive  you  must 
personally  order  $2,000  of  product 
from  Provo  oxer  four  months.  That's 
not  all.  People  you  recruit  have  to 
order  $7,500  more.  After  that — for- 
ever— your  personal  quota  is  SI 00  a 
month;  until  recently,  your  group's 
required  volume,  $2,900.  Fail  to 
meet  the  quotas  and  you  can  lose  your 
spot  on  the  pyramid  and  the  commis 
sions  that  come  with  it. 

The  chance  of  rising  six  lex  els  and 
becoming  a  blue  diamond-  One  in 
17,000  if,  as  some  believe,  at  least  1 
million  people  actually  signed  up  at 
Nu  Skin  oxer  its  sex  en  year  historx 

So  what  brings  in  the  suckers-  The 
recruitment  pitches  are  exquisitely 
crafted.  You  may  get  a  call  from  a 
friend  or  acquaintance.  Or  you  may 
have  answered  a  newspaper  \d  placed 


16 


142 


Forbes  ■  November  11.  1°°1 


Excellence  is 


At  Brother,  the  search  for 
excellence  begins  with  a  search  for 
what  you  need  to  achieve  your  personal 
best.  It's  an  attitude  reflected  in  our  products— 
and  our  sponsorship  of  the  worldwide  Olympic 
Games.  And  it's  been  a  driving  force  behind  our 
support  forgymnastics  through  BrotherCup  inter- 
national competitions  for  the  past  10  years. 

All  of  us  at  Brother  look  forward  to  the  1992 


Olympics,  where  once  again 
we'll  join  the  world's  top  athletes 
as  they  strive  for  excellence.  At  the 
Winter  Games  in  Albertville,  France,  and  the 
Summer  Games  in  Barcelona,  Spain,  we'll  be 
there  to  support  the 
contestants— and  help 
them  achieve  the  goal 
we  all  share. 
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Worldwide  Sponsor  of  the  1992  Olympic  Games 

36  USC  380 

We're  at  your  side. 
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SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 
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1991.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  60  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


., 


For  more  information,  write  for  Siemens  '91.  Box  8003T.  Trenton,  New  Jersey  08650. 
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Nu  Skin 


for  such  expensive  products,"  says  a 
former  distributor. 

There's  no  doubt  that  a  lot  of  the 
Nu  Skin  stuff  ends  up  in  the  garages  or 
attics  of  salespeople,  desperate  to 
meet  quotas  and  hold  their  rung  on 
the  ladder. 

"Virtually  no  one  I  knew,"  says 
Fort  Lauderdale  massage  therapist 
and  former  Nu  Skin  ruby  executive 
Tammy  Kuhn,  "ever  retailed  the 
product  to  customers." 

Richard  Bell  of  Stanhope,  N.J.  is  a 
former  lapis  executive.  He  says  he  and 
other  distributors  tried  to  dispose  of 
their  monthly  quotas  by  selling  skin- 
care  kits  to  people  they  recruited.  But 
they  couldn't  recruit  fast  enough  to 
unload  what  they  were  buying.  So 
they  paid  for  it  and  kept  it. 

"I  was  on  a  treadmill,"  says  Bell,  a 
seasoned  salesman  who  had  the  back- 
ground to  make  the  system  work  but 
quit  when  he  found  it  was  stacked 
against  him.  Many  of  his  recruits 
dropped  out;  others  didn't  meet  their 
monthly  quotas. 

Bell  discovered  yet  another  fly  in 
the  Nu  Skin  ointment.  If  one  of  Bell's 
recruits  rose  to  become  an  executive, 
he  or  she  no  longer  counted  in  Bell's 
quota.  So  he  was  constantly  losing  his 
best  producers.  Bell  says  he  couldn't 
run  fast  enough.  He  says  he  often 
filled  his  group  quotas  by  buying 
product  in  the  names  of  unproductive 
members  of  his  group. 

Did  Nu  Skin  ever  get  stuck  when 
distributors  and  executives  couldn't 
pay?  Not  likely.  All  deliveries  to  the 
sales  force  had  to  be  paid  in  advance. 

Tammy  Kuhn's  husband,  Charles, 
left  a  good-paying  job  to  work  full 
time  for  Nu  Skin.  They  have  filed  for 
bankruptcy.  Roped  in  by  the  naive 
Kuhns,  Tammy  Kuhn's  brother  and 
his  wife  were  taken  as  well.  They 
haven't  spoken  in  ewer  six  months. 

Who  masterminded  this  brutal  sell- 
ing setup?  A  good  number  of  the  top 
Nu  Skin  people  had  ties  to  the  multi- 
level Cambridge  Plan  International. 
Cambridge  fell  into  Chapter  1 1  reor 
gani/ation  in  September   1983  after 
the  Food  &  Drug  Administration  re 
ceived  reports  alleging  that  seven  peo 
pie  had  died  as  a  result  of  the  compa 
ny's     330  calorie  a  day     diet.     Nine 
months  later  Nu  Skin  was  horn. 

One  of  Nu  Skin's  founders,  Ncdra 
Anderson,  was  a  "group  counselor" 


for  Cambridge  in  Hawaii,  according 
to  Dun  &  Bradstreet.  Nu  Skin  Presi- 
dent Blake  Roney  gives  Anderson 
credit  for  thinking  up  Nu  Skin. 

She  obviously  had  help  from  her 
longtime  friend  from  byu,  Sandie  Til- 
lotson,  the  third  company  founder. 
Tillotson  put  up  the  $5,000  that 
launched  the  company.  Mere  pocket 
change.  She  earned  nearly  $2  million 
in  two  years  at  Cambridge. 

Then  there  is  59-year-old  Clara 
McDermott,  the  blue  diamond  who 
sits  atop  the  pyramid.  Another  Cam- 
bridge veteran,  she  is  also  Sandie  Til- 


Top  distributor  Clara  McDermott 
Boasts  a  Mega  Bank  Account. 


lotson's  mother-in-law.  McDermott 
tells  a  lovely  rags-to-riches  inspira- 
tional tale  of  starting  out  as  a  poor  girl 
from  a  Wyoming  farm  town. 
("Now,"  McDermott  has  said  at  sales 
meetings,  "I  have  my  M.B.A. — my 
Mega  Bank  Account.")  She  has  a 
home  in  Salt  Lake  City.  Her  official 
residence?  Nevada,  where  there  is  no 
state  income  tax  to  eat  into  the  at  least 
half  million  dollars  a  month  she  pur- 
portedly was  receiving  a  year  ago. 

Another  top  distributor  is  Craig 
Tillotson,  also  a  Cambridge  alum 
nus.  He  is  Sandie  Tillotson's  hus- 
band and  McDcrmott's  son  by  a 
former  marriage.  Craig  drives  a  new 
red  Ferrari  a  Christmas  gift  from 
Sandie.  lie  describes  himself  as  a 
former  poor  boy  who  labored  in  the 
oilfields.  The  word  among  hungry 
recruits  is  that  last  year  Craig  earned 


$400,000  a  month.  Yet  another 
high-up  in  the  hierarchy  is  Craig 
Bryson,  married  to  Sandie  Tillot- 
son's  sister.  In  Nu  Skin's  multilevel 
scheme,  Craig  Tillotson  sits  right 
under  his  mother,  Clara,  and  Craig 
Bryson  is  one  level  below  Tillotson. 

With  examples  like  these,  is  it  any 
wonder  that  people  are  willing  to 
work  the  telephones  and  even  go  into 
debt  for  a  chance  to  climb  the  pyra- 
mid? No  one  told  them  that  most  of 
the  top  layers  already  are  occupied  by 
a  small  clique  and  by  others  who  got 
in  early. 

Nu  Skin  may  be  peaking.  Besides 
the  state  and  federal  queries  and  a 
class  action  lawsuit  on  behalf  of  for- 
mer distributors,  Nu  Skin  had  a  run- 
in  with  the  Food  &  Drug  Adminis- 
tration. In  September  the  agency- 
warned  Nu  Skin  about  implicit  claims 
that  its  hair  product  Nutriol  could 
grow  hair.  The  company  says  it  is 
changing  its  labeling  and  admits 
some  of  these  claims  were  made  by 
overenthusiastic  distributors. 

Amidst  extensive  legal  negotia- 
tions with  regulators,  Nu  Skin  al- 
ready has  lowered  its  monthly  quotas 
for  executives  and  has  liberalized  its 
stringent  return  policies  to  allow  dis- 
tributors stuck  with  goods  to  get 
some  of  their  money  back.  Michigan, 
in  its  negotiations  with  Nu  Skin,  re- 
portedly has  demanded  that  the  com- 
pany monitor  sales  to  make  sure  that 
products  end  up  in  consumers' 
homes  rather  than  be  stockpiled  in 
garages.  The  negotiations  were  still 
going  on  when  Forbes  went  to  prc>>s 

Nu  Skin  spokesman  lason  Chaffetz 
says  the  company  has  been  badly  mis- 
understood. A  lot  of  the  badmouth 
ing  comes  from  former  distributors, 
he  says,  who  couldn't  cut  it,  or  from 
some  former  top  distributors  who  are 
trying  to  raid  Nu  Skin  distributors  tor 
another  multilevel  program. 

But  there  is  strong  evidence  that 
Nu  Skin  has  been  exploiting  the  am 
bitions  mmA  hopes  of  main  sakspeo 
pie.  In  this  Nu  Skin  is  far  from  alone 
in    running    a    multilevel    operation 
stacked  against  all  but  the  people  at 
the  very  top.  Law  enforcement  offi 
dais   sa\    that    dozens   o[    multilevel 
programs  with  all  sorts  of  products 
come  ,\nd  go.  Hut  few  of  them  get  as 
big  or  last  as  long  as  Nu  Skin.  This 
one  is  a  whopper.  M 
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Shell  games  thrive  in  the  streets  of  New  York  City, 
but  the  biggest  shell  game  of  all  is  the  one  played 
upon  the  working  public  by  the  city's  unions  and  their 
pals  in  the  bureaucracy. 

Argentinization 
of  New  York  City 


By  Richard  Phalon 
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"Pay  attention,  it's  the  ball  I'll  men- 
tion. Tell  me  what  you  know,  watch 
where  it  go."  The  dude  running  this 
shell  game  slides  the  three  plastic 
bottle  caps  and  the  little  red  ball 
around  the  top  of  the  cardboard  car- 
tons that  are  his  stand. 

On  the  northwest  corner  of  47th 
and  Broadway  in  Manhattan  the  shill, 
a  disarmingly  pregnant,  30-ish  wom- 
an in  a  designer  leather  jacket,  cons  a 
female  tourist  into  play.  "Honey, 
look  what  I  just  won  for  my  baby," 
she  says,  waving  a  fistful  of  $20  bills. 
"You  can  do  it,  too." 

There  are  two  other  shell  games 
going  on  this  bright  Saturday  after- 
noon in  the  block-long  lee  of  1585 
Broadway,  one  of  New  York's 
newest — and  emptiest — skyscrapers. 

The  games  are  an  apt  metaphor  for 
the  speculative  real  estate  gambles 
and  other  excesses  that  have  deep- 
ened the  worst  recession  New  York 
has  seen  since  the  1970s.  Some  of  the 
city's  pains,  to  be  sure,  reflect  those  of 
the  economy  as  a  whole.  But  when  the 
economy  pulls  out  this  time,  it  will 
quite  likely  leave  Gotham  behind. 
This  high-tax,  high-cost  city  seems  at 
last  to  have  reached  the  point  of  di- 
minishing returns. 

Symptoms  of  a  severe  downturn  are 
everywhere:  clusters  of  vacant  stores 
in  the  commercial  heart  of  Fifth  and 
Madison  avenues;  a  sharp  rise  in  busi- 
ness bankruptcies  (up  195%);  and  a 
sharp  rise  in  welfare  rolls,  symbolized 
by  the  1930s-like  soup  kitchen  lines 
stretching  around  sanctuaries  like  the 
Church  of  the  Holy  Apostles  in  the 
center  of  gentrified  Chelsea. 

One  of  the  most  ominous  signs  of 
all  is  the  deadweight  of  white  ele- 
phants like  1585  Broadway,  one  of 
the  many  mid  town  sites  on  which  the 
free-floating  shell  game  and  three 
card  monte  dealers  set  up  shop  with 
impunity.  Finished  at  a  cost  of  about 
$385  million  over  a  year  ago,  the  42 
story  building  has  only  one  tenant — 
the  law  firm  ofProskauer  Rose  Goetz 
&  Mendelsohn.  The  law  firm  occu- 
pies 1 1  floors.  "Thirty  more  to  go;  a 
lot  of  space  to  fill,"  says  the  man 
behind  the  reception  desk,  his  voice 
sounding  gloomily  through  the  K.k\\d 

Shell  game  at  1585  Broadway 
1  tenant,  30  vacant  stories. 


Foihes  ■  November  11,  lwl 


silence  of  the  lobby. 

That  same  gloom  echoes  through 
City  Hall.  Record  office -vacancy  rates 
(see  chart,  p.  156)  cast  serious  doubts 
on  the  real  market  value  of  other  semi- 
empty  towers  in  Times  Square  like  the 
42-story  750  Seventh  Avenue 
("Prime  Office  Space  Available  Im- 
mediately"), or  total  empties  like 
1540  Broadway.  The  brand-new 
structure's  plywood -backed  broken 
windows,  graffiti -smeared  facade  and 
the  whiff  of  urine  around  locked 
doors  make  it  hard  to  remember  this 
was  once  called  the  Great  White  Way. 

What  is  a  building  like  1 540,  put  up 
two  years  ago  at  a  reputed  cost  of 
more  than  $250  million,  worth  in  this 
market?  Salomon  Brothers  real  estate 
analyst  Therese  Byrne  thinks  many 
such  properties  have  in  real  terms 
sunk  to  levels  "less  than  their  existing 
debt."  In  the  case  of  1 540,  this  means 
something  below  the  $250  million 
mortgage  Citicorp  holds  on  a  build- 
ing it  has  already  put  into  foreclosure. 

But  New  York's  realty  woes  are 
nothing  compared  with  fiscal  prob- 
lems. This  fiscal  year's  estimate  of 


$7.2  billion  in  property  tax  revenues 
(up  from  $4.9  billion  in  1987)  will 
cover  only  25%  of  the  $28.4  billion 
total  budgeted  for  spending  by  the 
city.  Of  this  staggering  sum,  nearly 
$15  billion  is  for  paying  some 
240,000  city  employees.  A  city  that 
ten  years  ago  had  27  public  servants 
for  every  1,000  inhabitants  now  has 
33  for  every  1,000,  a  22%  increase. 

Another  nearly  $12  billion  of  the 
budget  is  earmarked  for  welfare,  med- 
ical assistance  and  the  city  hospital 
system.  Much  of  this  money  goes  not 
to  poor  recipients  but  to  the  union- 
ized bureaucrats  who  dole  it  out. 

The  city's  budget  for  this  fiscal  year 
is  based  on  such  a  rosy  assessment  of 
tax  yields  and  spending  that  it  may 
well  have  to  call  for  still  higher  taxes  or 
crippling  service  cuts  to  keep  out  of 
the  red.  New  York  City  Office  of 
Management  &  Budget  Director 
Philip  Michael  says  the  recent  10% 
increase  in  property  taxes  will  go  a 
long  way  toward  closing  a  chronic  gap 
of  over  $1  billion  that  yawns  between 
projected  income  and  outgo  over  the 
next  two  fiscal  years.  Michael  claims 


Soup  kitchen  line  in  Chelsea 
Sign  of  the  times. 


his  figures  for  both  valuation  and  tax 
yield  are  on  the  cautious  side. 

Mayor  David  Dinkins  is  in  the 
throes  of  trying  to  recast  a  financial 
plan  that  has  been  challenged  for  its 
credibility  by  most  of  the  city's  major 
business  groups.  There  are  some  very 
big  ifs.  Tax  delinquencies  have  more 
than  doubled  in  the  last  three  years  (to 
an  estimated  3.7%  of  the  real  estate 
levy),  and  there  is  no  telling  what  the 
real  weight  of  four  consecutive  years 
of  tax  increases  will  have  on  the  con- 
tinuing downward  spiral  of  the  real 
estate  and  job  markets. 

The  New  York  State  Financial  Con- 
trol Board  says  real  estate  values  may 
turn  so  pawky  that  tax  yields  will  at 
best  enable  the  city  only  to  meet  a 
rising  curve  of  debt  service,  so  that 
revenue  needed  to  help  cover  addi- 
tional general  operating  costs  will 
"remain  virtually  stagnant."  At 
worst,  values  may  contract  to  the 
point  where  the  city  will  have  exhaust- 
ed its  taxing  authority — one  more 
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COPING  WITH 
UNEXPECTED  GROWTH. 


Growth  is  great. 


It's  what  every  business  scratches,  digs  and  sweats  for. 


But  it  can  present  problems  if  you're  not  ready  for  it.  To 


handle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
one  of  Minolta's  small  business  copiers  would  be  an  excellent 


place  to  start. 


In  addition  to  being  compact,  easy  to  operate  and  load, 


they  can  give  you  the  kinds  of  things  that  help  any  growing 


business  keep  up. 


Like  complete  sets  of  copies  (without  expensive  sorting 


attachments).  Cartridge  loading.  Interrupt  capability  (which 


allows  you  to  jump  in  and  make  a  quick  copy  even  in  the 


middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 


optional  no-risk  warranty. 


So  if  you  want  a  copier  that  will  allow  you  to  be  ready  for 


whatever  crops  up,  call  1 -800-9-MINOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA  MINOLTA 


^ 


New  York  City 

sign  that  Gotham  is  facing  diminish- 
ing returns  on  an  eroding  tax  base. 

This  erosion  makes  it  increasingly 
difficult  to  deal  with  debt  service  costs 
that  are  scheduled  to  climb  from  $2.2 
billion  to  S3. 3  billion — from  7.6%  to 
10%  of  total  spending — over  the  next 
four  years.  The  city's  $21  billion  long- 
term  debt  load  is  in  part  a  residue  of 


the  smoke -and -mirrors  approach  it 
has  traditionally  taken  to  its  financial 
problems.  It  has  closed  past  budget 
gaps  by  delaying  the  repayment  of 
principal  with  easy-out  refinancings. 
Those  chickens  are  now  coming  to 
roost,  with  no  regard  whatsoever  for 
thinner  pickings  in  the  real  estate  levy 
or  the  billions  that  must  be  invested  in 


the  city's  ravaged  infrastructure. 

A  similar  tale  may  soon  be  told 
regarding  the  city  income  tax,  now  at 
a  top  rate  of  4.46%,  including  a  14% 
surcharge  added  last  summer.  Add 
this  to  high  New  York  State  income 
taxes,  federal  and  Social  Security  tax- 
es, and  you  find  that  a  New  Yorker 
with  taxable  income  of  S60,000  a  year 


The  decline 

of  gentrification 

It  used  to  be  that  New 
York  was  Mecca  for  the  best 
and  brightest,  a  pull  that 
during  the  Seventies  and 
Eighties  helped  turn  run- 
down neighborhoods  like 
Brooklyn's  Park  Slope 
into  prosperous  gentrified 
places.  The  city  was  in 
many  ways  renewing  itself. 
No  longer. 

Take  Edward  Cooper, 
urbane,  ambitious  and,  at 
23,  a  consummate  up- 
and-comer. 

A  Harvard  honors 
graduate,  Cooper  made  law 
review  at  Stanford  Law, 
where  he  is  a  third-year  stu- 
dent. He's  also  a  hot 
prospect  for  recruiters  from 
New  York's  bluest-chip 
law  firms.  Venerable  Debe- 
voise  &  Plimpton  recent- 
ly made  him  an  offer  most 
people  couldn't  refuse: 
$83,000  to  start.  But  Coo- 
per, a  native  New  Yorker, 
refused.  Instead,  he  took 
$70,000  to  work  for  Ar- 
nold &  Porter  in  Washing- 
ton, D.C. 

"New  York's  become 
very  seedy,  very  hostile," 
says  Cooper.  "The  every- 
day life  just  isn't  pleasant, 
even  buying  the  newspa- 
per or  doing  laundry.  The 
subway's  hot  and  crowd- 
ed, the  streets  have  huge 
potholes." 

The  best  and  the 
brightest  now  think  three 
or  four  times  before  com- 
ing to  New  York. 

At  the  Yale  School  of 


Management,  45%  of  grad- 
uates took  jobs  in  New 
York  in  1982.  This  year's 
haul:  26%.  Yale  place- 
ment director  Nancy  Ed- 
miston  explains:  "Our 
students  say  the  quality 
of  life  in  New  York  City 
has  definitely  become 
questionable." 

The  crunch  has  already 
begun  to  show  in  Park 
Slope.  Just  a  20-minute 
subway  hop  from  Wall 
Street,  the  stately  neigh- 
borhood boasts  rows  of 
19th-century  brown- 
stones,  eateries  of  every  va- 
riety and  a  vibrant  street 
life. 

In  the  early  and  mid- 
Eighties  the  Slope's  afford- 
able prices  were  discov- 


ered by  young  professionals 
and  students,  and  the 
rush  was  on.  By  the  late 
1980s  condo  prices  were 
surging,  and  the  Slope's 
Irish  bars  were  giving  way 
to  bakeries  that  did  a  big 
trade  in  croissants. 

But  today  the  double 
whammy  of  the  real  estate 
recession  and  New  York 
City's  falling  star  has  hit 
Park  Slope  hard.  On  the 
Slope's  trendy  Seventh 
Avenue,  rental  prices  have 
slid  20%  to  30%  in  the  last 
year,  while  dodgy  Fifth  Av- 
enue is  awash  in  empty 
buildings. 

New  Park  Slope  resi- 
dential buildings,  like  the 
$9  million,  36-unit 
condo  at  100  Sterling 


Place,  have  been  put  up 
for  auction;  a  3 -bedroom 
duplex  originally  offered 
at  5355,000  sold  in  Sep- 
tember for  SI  86,000. 

Manhattan  and  its  en- 
virons do  have  a  lot  to  offer. 
But  month  by  month, 
year  by  year,  the  advantages 
are  being  increasingly  off- 
set by  crushing  tax  burdens, 
crime  and  an  almost  total 
disappearance  of  basic 
civility. 

Justice  Oliver  Wendell 
Holmes  said  that  taxes  are 
the  price  we  pay  for  civili- 
zation. In  New  York  City 
increasingly  people  feel 
they  are  not  getting 
enough  civilization  for 
their  money. 

-William  Stern  H 


Condo  auction 
in  Park  Slope 
In  a  white-collar 
recession,  gentrifi- 
cation lifestyles 
are  down,  and  t.9  is 
condo  demand. 
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Introducing  diamante, 
proof  that  a  gracious  host  can 
also  be  a  stimulating  one. 

The  proof  is  presented  in  a  series  of  revelations. 

First  you  notice  the  richness  of  the  interior.  The  many 
small  courtesies,  such  as  the  ignition  key  light  and  automatic  door 
lock.  And  the  seat,  which  supports  you  with  almost  no  sense  of 
pressure  against  your  legs,  hips  and  back. 

You  might  conclude  that  this  is  a  modern,  well-crafted 
luxury  car.  But  then  it  reveals  a  gratifying  exuberance  as  well.  A 
dramatic  rush  of  power.  Athletic  steering  response.  It  feels  not  just 
competent,  but  eager  to  perform. 

Welcome  to  the  new  Mitsubishi  Diamante.  Conventional 
"luxury"and  "performance"  labels  do  not  apply  here.  It  is  the  best  of 
both,  without  the  limitations  of  either. 

A  panel  of  49  international  judges  recently  evaluated  the 
Diamante  in  detail.  And  then  named  it  Japan's  "Car  of  the  Year."  To 

I  make  your  own  evaluation,  please  call  1-800-447-4700  for  your 

*  nearest  Mitsubishi  Motors  dealer. 


MITSUBISHI  A 

The  word  is  getting  around." 


We  are  pleased 
to  announce  that 


Barbara  Hoffmann 

Senior  Portfolio  Manager 


has  joined 

Morgan  P.  Hatch,  c.ea.,  Director 

in  the 

CGM  Fixed  Income  Division 


CAPITAL  GROWTH 

MANAGEMENT,  L.E 

One  International  Place 

Boston,  MA  02110 

(617)737-3225 


Now  Printed  in  New  York 
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If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Mow  the  International  Herald 
Tribune  offers  same  <lay 
delivery  in  many  U.S.  <  iiics. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 

more,  call  us  loll  free: 

!-8(M)-«82-2»»l 


New  York  City 


Speculative  overbuilding  and  corporate  downsizing  have  combined 
to  produce  a  record  overhang  that  will  last  for  years. 


is  paying  an  effective  marginal  rate  of 
very  close  to  50%.  Factor  in  apartment 
rentals  and  a  cost  of  living  that  are  the 
highest  in  the  U.S.,  and  you  have  the 
recipe  for  the  bankrupting  of  the  mid- 
dle class  in  the  city. 

City  Comptroller  Elizabeth  Holtz- 
man  contends  that  rising  taxes  are 
driving  business  away  from  the  city. 
She  says  the  full  exercise  of  the  per- 
sonal income  tax  surcharge  imposed 
last  year  and  the  additional  real  estate 
levies  the  city  is  talking  about  could 
cost  as  many  as  320,000  jobs  over  the 
next  two  years.  This  in  a  city  that  lost 
90,000  jobs  last  year — more  than  any 
other  municipality  in  the  U.S. — and 
whose  unemployment,  at  9.3%,  is  1 .4 
times  the  national  average. 

In  light  of  all  this,  claims  by  city 
officials  that  once  the  national  econo- 
my picks  up,  so  too  will  New  York, 
take  on  a  dubious  ring.  Especially  so 
in  light  of  the  downsizing  that  is 
reshaping  the  ways  in  which  Wall 
Street,  banks,  insurance  companies 
And  Madison  Avenue  do  business. 

Why  not  let  New  York  C  aty  stew  in 
its  own  juice?  The  fact  is  that  its  fiscal 


plight  is  simply  the  plight  of  most 
American  states  and  municipalities 
writ  large.  So  far  this  year,  according 
to  the  National  Conference  of  State 
Legislatures,  36  states  have  raised  ta\ 
es,  mainly  sales  and  income  levies,  by  a 
total  of  $16.2  billion.  That  ranks  as 
the  biggest  dollar  increase  ever. 

There's  no  end  in  sight.  Local  gov- 
ernments face  federally  mandated 
Medicaid  spending,  and  a  pandemic 
rise  in  medical  insurance  costs  gener- 
ally that  is  bending  government  wor- 
kers' fringe  benefits  totally  out  o( 
shape.  New  York  City's  pension, 
medical  coverage  and  other  trim.. 
currently  budgeted  at  $3.8  billion,  are 
projected  to  grow  from  2 6. 5%  to  2S\- 
of  the  city's  total  salary  costs  in  the 
next  three  years.  Factor  in  vacations 
And  sick  time,  and  those  generous 
fringes  mean  that  the  average  cop  on 
the  beat  costs  about  $73,000  a  year. 

These  uncontrolled  And  seemingly 
uncontrollable  wage  costs  are  the 
bane  of  virtually  all  state  And  local 
governments,  from  the  smallest  rural 
school  district  to  the  great  metropo 
lises.  In  New  York  they  are  simplv  on  a 
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The  last  time 

you  had  this 

kind  of  service 
you  were 

probably  living  with 

your  mother. 


At  The  Fairmont  Hotel,  with  five  convenient 
locations,  our  staff  will  be  happy  to  pamper  you 
with  more  comforts  than  you'd  ever  get  at  home. 

Because  we'll  not  only  make  your  bed  (a  custom 
Serta®  mattress),  clean-up  after  you  (twice  daily), 
and  fix  your  meals  (with  a  choice  of  premier 
restaurants),  but  we'll  provide  many  in-room 
business  amenities  as  well.  Like  PC  dataports, 
dual-line  phones,  and  voice  mail.  All  at  a  price 
much  lower  than  you'd  expect. 


Business  travelers  are  also  encouraged  to  join 
our  President's  Club  free  of  charge.  Members 
receive  a  number  of  complimentary  benefits  such 
as  suite  upgrades,  guaranteed  room  reservations 
(with  48  hours  notice),  overnight  shoe  shine,  and 
more  with  every  stay  at  a  qualifying  room  rate. 

The  Fairmont  Hotel  invites  you  to  discover  the 
elegant  side  of  business  travel,  and  experience  our 
impeccable  service.  You  don't  even  have  to  send  a 
card  on  Mother's  Day. 


For  reservations,  call  your  travel  agent  or  Fairmont  at  1-800-527-4727. 
To  enroll  in  our  President's  Club,  call  1-800-522-3437. 
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NEW  ORLEANS 


DALLAS 


SAN  JOSE/ 
SILICON  VALLEY 


SAN  FRANCISCO 


CHICAGO 


THE  FAIRMONT  HOTELS 

President's  Club  benefits  apply  at  the  published  National  Corporate  or  Weekday /Weekend  Rack  Rates.  Rates  subject  to  availability. 

Not  applicable  to  groups  or  conventions.  Tax  not  included. 
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Korean  storefronts  in  Queens 
A  rare  source  of  vitality. 


larger  scale.  The  wage  situation  in 
New  York  will  get  much  worse  if 
Mayor  David  Dinkins  caves  in  to  the 
same  shrewd,  recalcitrant  municipal 
unions  (FORBES,  May  1J)  who  helped 
put  him  in  office  last  year  by  the 
narrow  margin  of  47,000  votes. 

The  unions  have  been  doing  very 
well,  indeed.  They  came  away  from 
the  bargaining  table  with  salary  gains 
of  anywhere  from  60%  (high  grade 
civilian    employees)    to    '  (uni 

formed    services    mk\    teach 
twecn  L981  and  last  year,  act 
to    the     business  oriented     ( 
Budget  Commission.   The  basic  sala 


ry — excluding  fringe  benefits — for 
the  70,000  first-grade  policemen, 
firemen  and  sanitation  workers  now 
comes  to  $38,914  a  year.  Add  over 
12,000  teachers  and  guidance  coun- 
selors at  $50,000  a  year,  and  pretty 
soon  you've  got  real  money. 

A  business  faced  with  rising  costs 
and  stagnant  or  falling  revenues 
would  either  cut  costs  or  face  Chapter 
11.  Mayor  David  Dinkins  has  talked 
cuts,  but  mainly  as  part  of  the  annual 
pavanc  in  which  city  and  state  officials 
stitch  local  aid  budgets  together.  Net 
so  tar,  despite  the  brief  appearance  of 
a  "doomsday"  budget  that  would 
perpetuate  such  horrors  as  dosed  li- 
braries and  darkened  street  lights,  the 
mayor  hi .  trimmed  only  10,000  em 


ployees — 4% — from  his  work  force. 
The  street  lights  are  still  burning.  And 
the  unions  have  agreed  to  virtually  no 
meaningful  productivity-  enhancing 
changes  in  work  rules. 

The  mayor  is  under  heavy  pressure 
to  cut  deeper.  Governor  Mario 
Cuomo  is  holding  out  a  phased  take- 
over of  the  city's  SI. 9  billion  Medic- 
aid bill  (up  50%  from  SI  .3  billion  just 
three  years  ago),  but  only  in  exchange 
for  measurable  "cost  containment" 
in  areas  like  the  city's  hospital  system. 
Felix  Rohatyn,  chairman  of  the  Mu- 
nicipal Assistance  Corp.,  set  up  in  the 
1972  squeeze  to  help  the  city  work 
out  its  borrowing  problems,  has  prof- 
fered the  comfort  of  yet  another  refi- 
nancing to  stretch  out  debt  service. 
That,  too,  comes  with  the  string  of 
cost  cuts  attached. 

All  this  is  intended  to  put  some 
starch  into  Dinkins,  who,  so  far,  has 
shown  little  of  it.  Major  business 
groups  are  also  contributing  a  drum- 
fire of  criticism  that  could  help  the 
mayor  deal  from  a  position  of  strength 
with  the  unions.  Tax  revolt  permeates 
the  city,  but  this  is  a  tax  revolt  with  a 
difference.  It  isn't  aimed  at  the  TV 
cameras,  like  the  big  demonstration 
against  the  new  income  tax  in  neigh- 
boring Connecticut.  Taxpayers  are 
voting  with  their  feet,  not  their 
mouths.  It  shows  in  yields  on  the 
city's  personal-income  and  sales-tax 
levies.  In  real  terms  they  have  dropped 
(4.5%  and  9.6%,  respectively,  last 
year)  in  each  of  the  last  two  vcars  for 
the  first  time  ever.  Even  in  the  dark- 
ened days  of  the  Seventies,  these  high 
ly  elastic  levies  generated  real  growth. 

A  study  of  the  Manhattan  office 
market     coauthored     by     Salomon 
Brothers  analysts  Therese  Byrne  and 
David    Shulman    demonstrates    the 
flight  from  the  city.  Their  finding: 
Because  of  the   high-tax,   high  cost 
environment  the  city  has  created,  it 
"is  losing  market  share  in  financial 
and  higher-order  business  servk 
This  lucrative  trade  is  migrating  "in 
ternationalh  to  London  and  Tokyo, 
nationally  to  Chicago  mk\  1  OS  Ar;. 
les,  M\d  regionally  to  a  host  of  cities  in 
the  metropolitan  area/* 

In  short,  the  citv  is  driving  away  the 
high  paying  jobs  that  have  tradition 
ally  supported  both  generous  pa\  for 
the  bureaucracy  and  the  cash  needed 
to  support  welfare,  Medicaid  and  Oth 
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As  Iraq  aimed  its  Scud  missiles  at  Israel  and 
Saudi  Arabia  during  the  Gulf  War,  the  world 
watched  America's  Patriot  missiles  vault 
toward  them,  destroying  them  time  after 
time.  After  the  first  successful  intercep- 
tion, the  Patriot  became  a  household  word  for 
many  Americans.  But  most  people  didn't  know  that 
Alabama  played  a  major  role  in  its  creation. 

The  concept  for  the  anti-aircraft  guided  missile  was 
born  at  Redstone  Arsenal  near  Huntsville.  Alabama 
companies  and  their  workers  made  important  contri- 
butions to  the  creation  of  the  Patriot  missile— from 
systems  engineering  and  software 
support  to  production  of  the  rocket 
motor.  Technical  schools  in  Alabama 
continue  to  produce  a  labor  base 
well-suited  to  high-tech  manufactur- 
ing. Together,  Alabama  technology 
and  labor  helped  win  Operation  Desert  Storm. 

Defense  isn't  the  only  industry  to  benefit  from  Ala- 
bama's technological  capabilities.  QMS,  Inc.  in  Mobile  is 
a  world  leader  in  the  development,  manufacture,  and 
marketing  of  intelligent  printer  systems  and  software. 
Southern  Research  Institute  in  Birmingham  received  an 

award  from  NASA 
for  its  developments 
in  the  solid  rocket 
nozzle  for  the  space 
shuttle.  Hunts- 
ville's  Intergraph, 


which  designs  interactive  computer  graphics  systems, 
has  branch  offices  in  41  countries  worldwide.  In  Mont- 
gomery, the  new  TechnaCenter  research  park  will  capi- 
talize on  $5  billion  in  software  contracts  to  be  awarded 
through  the  nearby  Air  Force  base.  The  Center  will  be  a 

unique  blend  of  university 


The  development  of  the 
Patriot  missile,  a  mobile 
anti-aircraft  system  with 

track-via-missile 
guidance,  was  initiated  in 
Alabama.  It's  considered 
one  of  the  most  successful 

weapons  used  in 
Operation  Desert  Storm. 


resources,  state  institu- 
tions, defense-related 
contractors  and  private 
enterprise. 
While  Alabama's  high- 


Israel 


tech  experience  may  not  be  as  well-known  as  other 

states',  we're  gaining  more  attention 
from  decision-makers  who  visit  here. 
JVC  America,  for  example,  estab- 
lished its  headquarters  in  Tuscaloosa 
after  seeing  the  research  support 
offered  by  the  University  of  Alabama 
and  the  quality  of  the  area's  labor  force.  The  results 
exceeded  their  expectations.  Within  the  first  two  years, 
the  Tuscaloosa  plants  claimed  recognition  as  the  most 
productive  JVC  plants  of  their  kind  worldwide. 

Companies  which  have  located  here  know  that 
we  have  an  environment  in  which  high-tech  indus- 
tries thrive.  With  the  research,  talent,  skill,  and 
educational  institutions  that  support  innovation, 
Alabama's  technology,  like  the  Patriot  missile,  is 
gaining  recogni- 
tion worldwide 
every  day. 

It  isn  i  where  you  think  it  is. 


For  more  information  contact  the  Economic  Development  Partnership  of  Alabama:  P.O.  Box  264 !,  Birmingham,  Alabama  3529I-OOOI;  205  250-2226 
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er  redistributive  programs. 

New  York's  manufacturing  base 
has  been  evaporating  for  years — 
53,000  jobs  in  the  last  three  alone. 
Much  of  the  slack  was  taken  up  by 
services.  From  the  city's  resurgence  in 
the  late  1970s  through  the  market 
crash  of  four  years  ago,  the  big  em- 
ployment growth  came  in  Wall  Street, 
banking  and  business  auxiliaries  like 
advertising,  accounting  and  law. 

But  the  1987  crash  brought  the 
growth  of  service  jobs  to  a  screeching 
halt,  ending  a  five-year  boom  in  which 
the  city  added  an  average  of  60,000 
jobs  a  year.  Major  brokerage  firms 
were  aflutter  with  pink  slips.  Merrill 
Lynch's  work  force  alone  shrank  by 
12,000.  The  brokerage  firm  is  in  the 
process  of  exporting  2,500  back-of- 
fice workers  to  the  tax  blandishments 
across  the  river  in  New  Jersey.  It  is 
following  a  well-traveled  escape 
route.  In  accounting,  the  Big  Eight 
became  the  Big  Six.  Banks  and  insur- 
ance companies,  loaded  with  dubious 
paper  of  every  description,  cut  staff 
and  went  on  the  prowl  for  merger 
partners,  too.  The  prospective  com- 
bine of  Chemical  Bank  and  Manufac- 
turers Hanover  alone  will  cost  the  city 
over  6,000  jobs,  with  still  more  attri- 
tion to  come  elsewhere. 

Proportionately,  these  are  all  high- 
paying  jobs.  Listen  to  Municipal  As- 
sistance Corp.  Chairman  Felix  Roha- 
tyn.  "This  recession,"  he  says,  "is  just 
savaging  the  financial  service  and  re- 
lated industries  like  law,  accounting 
and  real  estate.  The  ripple  effect  is 
going  out  into  retail  stores,  restau- 
rants, luxury  shops." 

Shrinking  job  opportunities  and 
quality  of  life  issues  like  street  crime 
and  the  homeless  are  driving  off  some 
of  the  best  and  brightest  who  in  the 
past  had  helped  to  gentrify  a  clutch  of 
marginal  neighborhoods  like  Brook- 
lyn's Park  Slope  (see  box,  p.  154). 

Perversely,  the  only  real  job  growth 
lately  has  come  in  government  and 
largely  nonprofit  health  care — two  of 
the  most  intractable  cost  problems. 

Facing  gaps  between  projected  in- 
come and  outgo  of  $1.1  billion,  $1.6 
billion  and  $1.7  billion  in  the  next 
three  fiscal  years,  Hinkins  can  not 
much  longer  put  off  drastic  action. 

Relying  on  attrition  alone  about 
9%  of  the  city's  workers  Leave  each 
year     won't  do  the  job.  According  to 


a  study  by  the  State  Financial  Control 
Board,  the  mayor  would  have  to  give 
the  chop  now  to  50,000  workers  — 
almost  one  out  of  five — to  live  within 
the  means  he  is  likely  to  command 
over  the  next  three  years. 

Realistically,  of  course,  there  will  be 
no  such  bloodletting.  Even  business 
groups  like  the  Chamber  of  Com- 
merce and  the  New  York  City  Part- 
nership say  they  would  be  happy  with 
a  total  reduction  in  force  of  30,000 
over  the  next  four  years. 

That's  a  modest  enough  goal  in  an 


Common  Brooklyn  Bridge  scene 
Offers,  anyone? 


era  when  big  businesses  think  little  of 
cutting  their  payrolls  by  far  larger 
percentages.  But  it  would  be  a  radical 
departure  for  a  city  government  that 
for  the  last  decade  has  handled  labor 
as  complacently  as  gm — much  to  its 
cost — did  in  the  1960s  and  1970s.  To 
wit:  Make  militant  noises  at  contract 
time,  shave  down  the  asking  price 
with  less  than  visible  gains  in  fringes, 
and  pass  'he  cost  on  to  the  customer. 
GM  got  a  dose  of  competition  from 
the  Japanese  that  jolted  it  awake. 
Countervailing  forces  have  been  slow 
to  regroup  in  New  York. 

As  a  result  city  government  has 
adopted  few  of  the  productivity  en 
luncing  moves  that  have  been  eagerly 
pushed  by  business.  An  analysis  by  the 


State  Financial  Control  Board  last 
summer,  for  instance,  indicated  there 
are  times  when  the  Board  of  Educa- 
tion, budgeted  this  year  at  $6.4  bil- 
lion, slips  beyond  management  con- 
trol because  of  less  than  rigorous 
monitoring  by  the  city's  Office  of 
Management  &  Budget.  The  board, 
the  study  said,  has  spent  more  than  its 
adopted  budget  appropriation  in  ev- 
ery fiscal  year  in  the  last  decade. 

Further,  the  city  has  never  really 
been  pushed  into  tackling  the  munici- 
pal unions  on  productivity,  a  major 
area  of  potential  savings.  Successive 
mayors  at  least  as  far  back  as  lohn 
Lindsay,  for  example,  have  been 
pushing  for  one-man  patrol  cars  in 
low-crime  areas  (Forbes,  Mar.  17, 
1980),  only  to  get  tied  up  in  the  red 
tape  of  arbitration.  Only  within  the 
last  month  has  the  city  tried  to  get 
action  on  a  14-year-old  arbitration 
award  in  its  favor  to  deploy  a  limited 
number  of  one-man  supervisory  pa- 
trols. Predictably  enough,  the  Ser- 
geants Benevolent  Association  has  re- 
sponded with  yet  another  rearguard 
action:  a  grievance  over  the  definition 
of  low-crime  areas  that  may  be  pushed 
into  the  State  Supreme  Court. 

It  also  took  years  to  strip  out  of  its 
contract  with  the  Uniformed  Fire- 
fighter's Association  an  "inclement 
weather"  clause  that  banned  assign- 
ing firemen  to  building  inspections 
whenever  the  temperature/humidity 
index  reached  78  or  the  wind/chill 
factor  fell  to  20.  Litde  Leaguers  slide 
into  third  and  8 -year-olds  play  hockey 
under  worse  conditions. 

There  have  been  some  gains,  but 
pitiful  ones  by  comparison  with  pro 
ductivity  gains  in   private   indusm 
The  Uniformed  Firefighter's  Associa 
tion  recendy  gave  up  on  a  "minimum 
manning"  clause  dating  to  1970  that 
now  permits  the  city  to  staff  pumpers 
with  four  instead  of  five  firefighters. 

Sanitation  workers  have  also  agreed 
to  man  larger  collection  trucks  with 
two  rather  than  three  men. 

Despite  these  minor  gains,  produc- 
tivity in  the  city  work  force  has  actual 
ly  been  declining,  contends  Raymond 
Horton,  president  of  the  CJtJTIM 
Budget  Commission,  lake  the  sanita 
tion  workers.  "As  soon  as  these  cms 
finish  a  route  for  the  day,  mavbc  in  as 
little  as  three  or  four  hours,"  they're 
free  to  head  back  to  the  garage  and 
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Our  area  of  expertise. 
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Our  name  may  suggest  that  Union  Bank 
of  Switzerland  s  strengths  lie  outside  the  United 
States.  But  this  perception  can  be  misleading 

For  as  a  universal  bank  with  a  truly  global 
presence,  what  UBS  offers  clients  in  the  U.S.  is 
significant,  as  well. 

Our  US.  operations  have  consolidated  assets 
of  over  $29  billion.  And  we  employ  more  than 
1500  professionals  in  our  five  American  offices. 

All  of  which  makes  UBS  a  strong  and  grow- 


ing domestic  force  in  areas  as  diverse  as  corporate 
and  investment  banking  Private  banking  Institu- 
tional asset  management  and  treasury  services. 

Sound  reasons,  indeed,  for  doing  business 
with  one  of  the  world's  largest  financial  institu- 
tions. And  one  of  a  very  few  rated  Triple-A. 

Union  Bank  of  Switzerland.  An  influential 
presence  in  any  financial  sphere  in  which  you 
wish  to  move. 


W 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  In  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


stunning  graphics  and  animation,  full 
digital^audio  stereo  sound,  massive  data 
accessibility:  a  new  way  of  working  and 
studying  in  a  rich  one^on'one  interactive 
environment*  Now  stop  imagining. 

INTRODUCING 
TANDY 
MULTIMEDIA 
COMPUTING 

Tandy's  complete  new  line  of  affordable  multimedia 
computers  is  available  today,  ready  to  forever  change  the 
way  you  work  and  play. 

^^t~w^1  ™     Tandy  has  worked  with  industry  leaders 
i^ll  V_/     to  produce  the  new  Multimedia  PC  stan- 


Multimedia  PC    dard.  Now,  incredible  amounts  of  data 
can  be  stored  on  a  single  CD-ROM  compact  disc,  ready 
for  you  to  access  business,  education,  entertainment  and 
productivity  software  in  a  vibrant,  enlightening  way. 

Come  experience  Tandy's  multimedia  computers  tor 
yourself.  Prepare  to  be  swept  away. 

-Radio /hack 
America's 
technology 


MPC  Logo/TM  Multimedia  PC  Marketing  Council.  Inc 


Mew  York  City 

hang  around  until  it's  time  to  punch 
c  ut,  says  Horton.  The  city  is  now 
I  struggling  for  the  right  to  remap  sani- 
,  tation  routes  more  efficiently. 

Studies  of  privatizing  some  sanita- 

I  tion  runs  go  back  at  least  two  decades, 
with  no  visible  effect.  And  when  bud- 

I  get  analysts  talk  about  the  economies 

I  of  farming  out  other  bits  of  the  city's 
business    to    private    firms — vehicle 

'  maintenance  and  parking  violation 

f  tow  trucks,  for  example — the  conver- 
sation becomes  very  circumspect  in- 

j  deed.  Never  mind  that  cities  as  diverse 
as  Newark,  N.J.  and  Phoenix,  Ariz. 
have  all  benefited  from  privatization. 

J  In  blue-collar  New  York,  the  medium 
of  exchange  is  still  the  old  Tammany 
ideal  of  jobs  for  votes. 
Signs  of  real  vitality  do  show  in  the 


r 


Unlike  in  Connecticut, 
New  York  taxpayers  are 
voting  with  their  feet, 
not  their  mouths.  It 
shows  in  the  yields  in 
the  city's  personal  income 
and  sales  tax  levies. 


city's  thriving  immigrant  population. 
Stand  at  37th  Avenue  and  Union 
'  Street  in  the  borough  of  Queens,  for 
example,  crossroads  of  the  Asian  com- 
munity's shopping  center,  and  you 
are  within  a  minute's  walk  of  seven 
banks — none  hurting  for  deposits. 
There  would  be  much  more  of  this  if 
the  city,  its  unions  and  the  bureaucra- 
cy would  get  off  the  backs  of  the 
private  sector.  Argentina  has  realized 
that  the  private  sector  cannot  indefi- 
nitely support  a  bloated  public  sector. 
Why  can't  New  York  realize  this?  Why 
can't  the  country? 

The  answer  is  that  for  decades  the 
politicians  have  caved  in  to  the  public 
service  unions,  financing  their  lar- 
gesse with  higher  taxes.  But  now  peo- 
ple are  in  open  revolt  against  higher 
taxes.  Who  will  be  the  first  politician 
with  the  iron  and  the  brass  to  con- 
front the  public  service  unions?  The 
issue  need  not  be  wages:  No  one 
begrudges  teachers  and  cops  and  sani- 
tation workers  good  pay.  The  issue 
will  be  public  service  productivity. 
The  hero  won't  be  David  Dinkins, 
but  out  there  somewhere  there's  a 
politician  who  will  make  history.    WM 
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Money  market  rates 
got  you  down? 

Rates  on  bank  money  market  accounts  are  falling  to  14-year 
lows*  An  alternative  is  Twentieth  Century  U.S.  Governments. 

The  fund  offers  investment  flexibility  and,  although  it  is  not  in- 
sured, invests  in  securities  of  the  U.S.  government  and  its  agencies. 

For  more  complete  information 
about  Twentieth  Century,  includ- 
ing charges  and  expenses,  call 
for  a  free  prospectus.  Please  read 
the  prospectus  carefully  before 
investing. 


U.S.  Governments 


30-day  yield ...  ...  6.0% 

Average  Annual  Total  Return  as  of  9/30/91 

lyear 10.9% 

5years 7.1% 

Since  inception(1 2/1 5/82) 8.6% 


Gall  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Yields  are  not 
fixed  and  change  daily.  Principal  value  will  fluctuate,  and 
redemption  value  may  be  more  or  less  than  original  cost. 
*  Source:  Citibase,  1991. 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


No -Load  Family  of  Funds 


©  1991  Twentieth  Century  Services,  In 


A  T.  Rowe  Price  Keogh  lets  you  shelter  up  to  $30,000.  You  can  deduct 
25% — as  much  as  $30,000 — of  your  self-employment  income  when  you 
open  a  Keogh  in  one  of  our  26  no-load  stock,  bond,  or  money  market  funds. 

Plus,  your  earnings  grow  tax-       , 

deferred,  so  your  money  can 
build  faster  than  in  taxable 
investments.  Experienced  retire- 
ment specialists  help  you  with 
every  step.  $1,000  minimum. 
No  sales  charges. 


Call  24  hours  for  a 
a  free  information  kit 

1-800-541-8353 


T.  Rowe  Price,  1 00  E.  Pratt  St.,  Baltimore,  MD  2 1202 

Send  me  an  information  kit  and  a  prospectus  with 
more  complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses.  1  will 
read  it  carefully  before  I  invest  or  send  money. 


Name 


Address 


City/State/Zip 


KE0013462 


Invest  With  Confidence 

T.RoweRiGe 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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The  Daewoo  Camcorder  has  a  lot  to  Daewoo  has  developed  its  own  family  of 


live  up  to.  Its  cousin  is  a  robot  accurate  consumer  products.   Camcorders   and 


enough  to  pick  up  a  grain  of  sand.  Its  sister  VCRs  that  meet  the  unforgiving  stan- 


is  an  earth-orbiting  satellite.  Daewoo  has  dards     of    Daewoo     specialists     in 


brought  advanced  technological  equip- 


ment into  the  world  on  behalf  of  leading 


international  high-tech  companies.  Now, 


obot 


automotives,    aerospace,    construction,  Camcorder  is  endowed  with  automatic 


and  trading.  No  wonder  the  Daewoo  white  balance,  iris  control,  8x  zoom 


DAEWOO 


and  macro  function:  Precision  runs  in 


the  family.     Daewoo,  CPO  Box  2810, 


Seoul,  Korea.  Fax  number:  02-759-3558. 


DAEWOO 


The  Universal  Language  of  Quality. 


A  workers'  prank  leaves  one  firing 
and  six  years  of  litigation  in  its  wake. 

Danger  signs 


By  James  Lyons 

As  an  employer,  are  you  responsible 
for  defamatory  signs  posted  by  your 
employees?  And  can  you  fire  one  of 
them  for  suing  you? 

The  answer  to  both  questions  is 
yes,  and  they're  just  two  of  the  issues 
Thomas  Tacket  has  raised  in  his  six- 
year  feud  with  the  Delco  Remy  divi- 
sion of  General  Motors. 

Tacket's  tangled  tale  is  an  instruc- 
tive lesson  in  what  happens 
when  relations  between  a  "",""™'"™ 
supervisor,  his  charges  and 
their  common  employer 
are  poisoned.  The  saga 
starts  February  1985. 
Tacket  was  then  night  su- 
perintendent of  a  Delco 
plant  in  Anderson,  Ind. 
The  plant,  which  makes 
electrical  auto  and  truck 
parts,  needed  wooden  box- 
es for  handling  some  gener- 
ators it  was  making.  After 
talking  with  some  supervi- 
sors and  engineers,  Tacket 
got  approval  to  have  2,000 
wooden  boxes  built  for 
$45,000  by  a  firm  called  MH 
S&T  Specialties.  Tacket  and 
Edgar  Spearman,  a  maintenance  su- 
pervisor, signed  the  requisition  forms. 

About  a  month  later  the  local  union 
began  complaining  about  the  "out- 
sourcing" of  the  box  contract.  Man- 
agement heard  that  S&T  Specialties 
was  operated  by  Spearman,  and  that 
he  was  making  the  boxes  in  his  garage. 
Small  wonder,  then,  that  union  mem- 
bers suspected  that  the  "T"  in  S&T 
Specialties  stood  for  Tacket. 

Delco  management  investigated. 
Spearman  was  fired,  and  Tacket  was 
suspended  with  pay.  But  Delco  found 
insufficient  evidence  to  link  Tacket 
conclusively  to  S8cT  Specialties;  he 
soon  returned  to  work.  Delco  trans- 
ferred Tacket  to  another  job,  where 
he  supervised  fewer  people. 

Meanwhile,   some    Delco   workers 


apparently  decided  to  have  a  little  fun 
at  Tacket's  expense.  During  his  sus- 
pension a  large  banner — 30  feet  long 
and  3  feet  high — was  hung  on  a  wall 
inside  the  plant,  proclaiming, 
"Tacket  Tacket  What  a  Racket." 

The  big  sign  was  removed  a  few 
days  later.  But  there  was  a  second 
sign.  This  one  was  much  smaller — 
about  1  foot  high  and  1  foot  wide — 


7A«Ki*T    TACKI-T 
i^HAT  A   RACKKT 


The  offend 
Six  years 


ing  sign  at  the  Delco  Remy  plant 
later,  the  fallout  continues. 


and  used  the  same  taunting  words.  It 
was  spray-painted  onto  a  cinder  block 
wall  and  remained  in  full  view  for 
about  seven  months. 

Tacket  sued  Delco  for  defamation. 
Among  other  things,  he  claimed  that 
Delco  was  aware  of  the  signs  and,  by 
failing  to  remove  them,  had,  in  effect, 
"published"  the  statements. 

A  U.S.  District  Court  rejected  all  of 
Tacket's  claims.  The  judge  found  that 
Tacket  had  failed  to  show  that  Delco 
had  published  the  signs.  The  judge 
noted  that  Tacket,  as  a  supervisor, 
could  have  ordered  the  removal  ot  the 
smaller  sign.  He  didn't,  .\m\  therefore 
could  not  collect  damages  for  an  inju- 
ry that  he  could  have  avoided. 

Tacket  then  appealed.  The  U.S. 
Court    of  Appeals   for   the   Seventh 


Circuit  upheld  most  of  the  District 
Court's  ruling.  But  the  Appeals  Court 
did  remand  Tacket's  case  back  to  the 
District  Court  for  trial,  on  the  issue  of 
the  smaller — and  longer- las  ting — 
sign.  Writing  for  a  unanimous  panel, 
Judge  Frank  Easterbrook  noted  that 
Tacket  not  only  had  to  persuade  a  jury 
that  Delco  published  the  smaller  sign, 
but  also  that  Tacket  had  to  trace 
injury  to  that  sign  alone,  and  not  to 
any  other  elements  of  the  episode.  "If 
Tacket  wants  to  attempt  this  feat," 
Easterbrook  wrote,  "he  is  entitled 
to  try." 

Tacket  took  his  case  before  a  jury 
and  won  $100,000.  Delco  appealed, 
however,  and  hearing  the  case  for  a 
second  time,  a  divided  three-judge 
panel  of  the  Seventh  Circuit  voted 
against  Tacket.  The  basis  for  their 
ruling  was  that  Tacket  had 
""^^     failed    to    prove    "special 

damages."  Special  damages 

were  defined  as  a  form  of 
monetary'  harm,  and  they 
have  to  result  directly  from 
the  injur)'  incurred.  Despite 
evidence  that  Tacket  had 
suffered  psychological  inju- 
ry, the  appellate  panel  ruled 
that  this  harm  did  not  tall 
within  the  category  of  spe- 
cial damages. 

End  of  story?  No.  Delco 
fired  Tacket  on  Mar.  6, 
1987,  two  weeks  after  he 
lost  the  first  defamation  tri- 
al. So  Tacket  sued  Delco 
again,  for  wrongful  dis- 
charge, claiming  that  he 
had  been  fired  in  retaliation  for  filing 
his  defamation  suit. 

As  Tacket  was  a  month -to- month 
contract  employee,  Delco  had  to  fire 
him  with  cause  if  he  was  fired  before 
the  last  day  of  the  month.  Delco 
argued  that  Tacket  could  be  tired 
because  he  had  lost  the  "trust,  confi- 
dence and  respect"  of  his  bosses  and 
peers  for  making  "groundless"  claims 
and  "untrue"  statements  in  the 
course  of  the  defamation  suit. 

Was  that  sufficient  cause1  U.S.  Dis 
trict  Court  Judge  Sarah  Evans  Barker 
ruled  it  was,  and  dismissed    Tacket's 
claim.  In  fact,  she  waived  away  Del 
CO*S  rationale  for  the  firing,  and  held 
that  he  could  have  been  sacked  solely 
tor  suing  his  employer. 
Tacket,  of  course,  is  appealing.  H 
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There  is  still  lots  of  life  in  the  savings  and 
loan  business— if  you  run  it  the  way 
Troy,  Mich.'s  Standard  Federal  does. 

Minding  his 
own  business 


By  Rita  Koselka 

A  savings  and  loan.  And  in  Michi- 
gan, home  to  both  the  troubled  auto 
industry  and  Detroit,  the  national 
standard  for  urban  blight.  Surely  a 
recipe  for  disaster.  Yet  Standard  Fed- 
eral, of  Troy,  sparkles  like  a  diamond 
in  a  pile  of  charcoal. 

Standard  Federal,  the  second-larg- 
est thrift  in  Michigan,  with  $9.7  bil- 
lion in  assets,  earned  $40  million  last 


year,  after  taking  $3.1  million  in  pro- 
visions to  meet  new  federal  insurance 
costs.  This  year  analysts  project  it  to 
earn  close  to  $60  million.  Standard's 
five-year  average  return  on  assets  has 
been  0.8%,  well  above  the  industry 
average  of  0.3%  among  solvent  thrifts. 
Standard  Federal  is  just  plain  old- 
fashioned.  It  takes  in  retail  deposits 
and  lends  money  to  local  single-fam- 


Thomas  Ricketts, 
Standard  Federal 
chief  executive 
Amid  the  chaos 
of  the  thrift 
industry,  he 
is  earning 
near  record 
profits. 


ily  homeowners.  No  junk  bonds,  no 
speculative  commercial  real  estate 
loans,  no  construction  in  the  Sunbelt, 
no  corporate  airplanes. 

Standard  Federal  always  figured 
that  it  had  plenty  to  do  at  home,  so 
why  venture  into  exotic  areas?  In 
Michigan  7 1  %  of  all  families  own  their 
own  homes — one  of  the  highest  rates 
in  the  country — and  the  average 
home  cost  is  $90,000. 

Standard  Federal's  chief  executive 
is  Thomas  Ricketts,  60,  a  portly  law- 
yer educated  at  the  University  of 
Michigan  who  lives  ten  minutes  away 
from  his  bank — and  that's  how  he 
thinks  of  it,  with  great  pride  and  a 
sense  of  responsibility.  Like  his  bank, 
Ricketts  is  conservative,  sensible,  de- 
tail-oriented and  pleasant.  In  other 
words,  he  enjoys  the  business  he  is  in 
and  is  not  driven  to  venture  into 
unknown  things. 

Ricketts  joined  the  bank  in  1956 
after  law  school,  when  Standard  was  a 
$70  million  (assets)  institution  in 
downtown  Detroit.  By  the  time  he 
became  president,  in  1973,  Standard 
had  grown  to  $1  billion  in  assets. 
Today  it  has  shiny  new  headquarters 
in  the  affluent  Detroit  suburb  of  Troy, 
120  branches,  $9.7  billion  in  assets, 
and  is  the  largest  mortgage  originator 
in  Michigan  by  a  wide  margin. 

"In  the  1980s  we  were  sort  of  an 
ugly  duckling,"  says  Ricketts.  "All  the 
glamour  boys  were  on  the  coasts."  He 
allows  himself  just  the  trace  of  a  satis- 
fied smile.  "But  they're  all  gone 
now,"  he  adds. 

In  spite  of  the  housing  slump,  Stan- 
dard Federal  has  already  originated 
$1.1  billion  in  mortgages  in  the  first 
nine  months  of  this  year,  equal  to  the 
record  figure  for  all  of  1990.  With  the 
drop  in  interest  rates,  much  of  the 
1991  business  is  in  refinancing.  But 
since  the  rates  it  pays  for  deposits  are 
dropping  faster  than  mortgage  rates, 
Standard's  net  interest  margin  is  at 
2.32%  this  year,  compared  with  1.84% 
in  1990.  Dean  Witter's  Gareth  Plank 
says  of  all  the  thrifts  he  follows,  Stan- 
dard is  one  of  two  that  doesn't  pay  a 
premium  for  depositors'  money,  since 
depositors  consider  it  as  solid  as  any 
commercial  bank.  Standard's  nonper- 
forming  loans?  Just  0.47%,  about  a 
tenth  the  rate  for  publicly  held  s&Ls. 

With  120  branches  and  $6.3  billion 
in  deposits,  Standard  keeps  close  to  its 
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Reflect  upon  this  for  a  moment,  drills.  (Not  unlike  what  you'd  hear 

You  are  sitting,  rather  nervously  in  your  favorite  dentist's  chair) 

in  the  waiting  room  outside  of  a  A  feeling  of  queasiness  wells  up 

typical  automotive  service  garage,  as  you  watch  the  clock  extract 

Your  ears  are  being  subjected  precious  dollars  from  your  wallet 

to  the  incessant  clanging  of  tools  Now  then,  for  those  whodisdam 

and  high-pitched  whir  of  power  this  all-too-familiar  scenario  BMW 
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recommends  an  automobile  that 
disdains  it  too:  the  new  525i. 

A  sedan  so  advanced,  its  engine 
requires  little  regular  maintenance 
beyond  the  periodic  routine  of 
changing  oil.  filters  and  spark  plugs, 
amputer-controlled  engine 
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whose  tappets  hydraulically  fine- 
tune  themselves.  So  the  valves 
never  need  to  be  re-synchronized. 
Best  of  all,  perhaps,  an  engine 
whose  direct  ignition  system  has 
completely  eliminated  the  need 
for  a  mechanical  distributor 

1 1991  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered 


All  of  which  could  very  well  end 
up  saving  you  a  tidy  sum  in  parts, 
time  and  labor  charges. 

To  say  nothing  of  unexpected 
expenses.  Because  every  525i  is 
backed  by  a  4-year/50,000-mile 
bumper-to-bumper  warranty'and 


by  BMW's  Roadside  Assistance.** 

To  arrange  a  thorough  test  drive, 
call  800-334-4BMW  We  think  i 
just  might  be  one  of  those 
rare  appointments  you'll 
actually  choose  to  prolong. 
THE  ULTIMATE  DRIVING  MACHINE. 
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«Jaeger-leCoultre> 


Geographique. 
Around  the  world  in  24  hours. 


The  world  has 
never  before  seen  a 

WATCH  QUrTE  LIKE 

the  mechanical 
Geographique: 
fashioned  in  1  8  k 
gold,  it  automati- 
cally shows  the 
local  time  and  date 
as  well  as  the  time 
in  every  other  zone 
around  the  world. 
a  masterpiece  of 
such  distinction, 
which  also  features 
a  power  reserve 
indicator,  could 
only  come  from  the 
craftsmen  of 
Jaeger-  LeCoultre, 
the  watchmaker 
wrm  150  years 

OF  TRADITION. 


SIMPLY  SET  THE  TIME  ZONE 
DISC  TO  SEE  LOCAL  TIME,  DAY 
OR  NIGHT,  ANYWHERE  IN 
THE  WORLD. 


TRADITIONAL  JEWELERS 

203  Newport  Center  Drive 

Fashion  Island 

Newport  Beach,  California  92660 

Tel:  (714)  760-8035  •  Fax:  (714)  760-6824 

1-800-766-8035 


Standard  Federal 

customers,  increasing  the  opportuni- 
ty for  cross-selling:  selling  credit  cards 
or  mortgages  to  savings  customers, 
for  example.  Last  year  the  bank  ran  a 
large  promotion  to  get  mortgage  bor- 
rowers to  open  checking  accounts, 
which  bring  in  cheap  money  and  gen- 
erate fees  besides.  By  year-end  check- 
ing accounts  were  up  15%. 

All  branches  have  mortgage  loan 
officers,  who,  while  entering  a  poten- 
tial borrower's  information  into  the 
central  computer,  are  automatically 
ordering  credit  checks  and  property 
appraisals.  Those  systems  make  for  a 
quick  turnaround  time,  about  1 8  days 


"In  the  1980s  we 
were  sort  of  an  ugly 
duckling.  All  the 
glamour  boys  were  on 
the  coasts,"  says 
Ricketts  with  a  slight 
trace  of  a  smile, 
"but  they're  all 
gone  now." 


for  a  mortgage  approval.  It  also  means 
Standard  avoids  paying  commissions 
to  mortgage  brokers. 

The  system  is  so  highly  automated 
that  additional  volume  can  be  han- 
dled at  very  little  incremental  cost. 
Consequendy,  the  bank  is  increasing 
its  mortgage  servicing  business,  a 
highly  profitable  operation  that  in- 
volves handling  the  billing  and  pay- 
ment of  mortgages  that  the  bank 
doesn't  necessarily  originate  or  own 
(Forbes,  Oct.  28).  Last  year  Standard 
earned  $10.6  million  before  taxes  on 
mortgage  sen  icing. 

Standard  has  made  some  acquisi- 
tions, but,  typically,  Ricketts  hasn't 
strayed  too  far  from  home.  He  recent- 
ly completed  the  acquisition  of  Unit- 
ed Home  Federal  of  Toledo,  Ohio 
for  $12  million.  With  good  capital 
(5%  of  assets,  compared  with  the  in- 
dustry requirement  o(  3%)  and  a 
strong  stock  price,  currently  lo — near 
its  alltime  high — Standard  is  in  a  good 
position  to  expand  through  acquisi 
tions,  but  don't  look  for  it  to  go  far 
afield  geographically.  Suck  to  what 
you  know  ,\\u\  l;ci  better  and  better  at 
it — that's  Ricketts'  motto,  M\d  it's 
one  other  business  people  could  tol 
low  to  their  advantage.  • 
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or  nearly  a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy.  And  a  bright  future  as  promise, 
strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 
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Royal  Insurance 


/our  Shield  against 
the  Unexpected. 
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A  band  of  scrappy  protesters  in  rubber  rafts,  saving 
whales.  That's  the  Greenpeace  image.  The  reality: 
a  multinational  organization  accountable  only  to 
itself,  with  large  revenues  and  a  brilliant  ability 
to  manipulate  the  press  and  the  public. 

The  not 
so  peaceful 
world  of 
Greenpeace 

By  Leslie  Spencer  with  Jan  Bollwerk  and  Richard  C.  Morais 


"The  secret  to  David  McTaggart's 
success  is  the  secret  to  Greenpeace's 
success:  It  doesn't  matter  what  is  true, 
it  only  matters  what  people  believe  is 
true.  .  .  .  You  are  what  the  media  de- 
fine you  to  be.  [Greenpeace]  became 
a  myth,  and  a  myth-generating 
machine." 

The  cynical  description  of  the  orga- 
nization Greenpeace  comes  not  from 
some  right-winger  annoyed  at  the 
excesses  of  the  environmentalist 
movement  but  from  Paul  Watson, 
cofounder  of  Greenpeace  and  now 
the  director  of  a  rival  ecology  group, 
the  Sea  Shepherd  Society. 

Watson,  who  left  Greenpeace  in 
1977,  was  talking  about  how  the  or- 
ganization grew  from  a  ragtag  band  of 
hippies  to  the  largest  environmental 
organization  in  the  world,  with  a 
membership  of  5  million  and  offices 
in  24  eountries.  Not  the  least  ingredi- 
ent in  this  success  was  the  clever 
myth-creation  referred  to  by  Watson. 

Under  its  recently  departed  guru, 
David  McTaggart,  59,  the  $157  mil 
lion  ( 1990  revenues)  Greenpeace  be 
came  a  skillfully  managed  business, 
mastering  the  tools  of  direct  mail  and 
image  manipulation  and  indulging 
in  forms  of  lobbying  that  would  bring 
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instant  condemnation  if  practiced  by 
a  for-profit  corporation.  Ironical,  this, 
considering  that  McTaggart  market- 
ed Greenpeace  as  very  much  the  nem- 
esis of  the  powerful  multinational 
corporation. 

The  mythic  image  is  of  a  band  of 
young  daredevils  hanging  off  a  refin- 
ery smokestack  or  thrusting  them- 
selves in  the  path  of  the  whaler's 
harpoon.  This  image  has  made  a 
mighty  impression.  Greenpeace  Ger- 
many, for  instance,  second -largest 
branch  operation  after  Greenpeace 
U.S.A.,  had  revenues  last  year  of  $36 
million  and  700,000  members,  of 
whom  320,000  permit  Greenpeace  to 
automatically  debit  their  bank  ac- 
counts annually  for  the  dues  of  50 
deutsche  marks  ($30). 

But  all  is  not  peaceful  in  the  inner 
workings  of  Greenpeace  these  days. 
The  myth  is  fraying  a  little  around  the 
edges.  Beginning  this  spring,  German 
publications  have  carried  revelations 
of  millions  of  marks  of  donations 
being  tunneled  into  Greenpeace  sav 
ings  Lccounts  rather  than  used  to  tight 
pollution. 

Greenpeace    underwent    a    major 
shakeup   on   Sept.   2   with   the   m\ 
nouncement     by     its     international 


headquarters  in  Amsterdam  that  Da 
vid  McTaggart  had  resigned  as  chair 
man  after  1 2  years  in  the  post   Replac 
ing  him  was  Helsinki  civil  rights  law 
ver   MattJ   Wuori,   46;    McTaggart 
became  honorary  chairman  and  sa\ » 
he  will  spend  his  time,  among  other 
things,  on  helping  the  Soviet  Union 
clean  up  its  environment.  The  timing 
w  as  interesting,  to  say  the  least    1  here 
is  some  reason  to  believe  that  Wuori 
was  brought  in  as  a  Mr  Clean  to  scrub 
Greenpeace's  now  somewhat  bespat 
tered  image 
Who  is  this  somewhat  mysterious 
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David  McTaggart,  regarded  by  many 
as  a  near  saintly  figure?  McTaggart's 
skillful  image  manipulation  begins 
with  his  own  life  story.  There  is  the 
official  version,  as  told  in  the  1989 
book,  The  Greenpeace  Story,  and  re- 
peated over  the  years  in  many  newspa- 
per and  magazine  stories  about  the 
organization.  According  to  this  offi- 
cial version,  McTaggart  was  once  a 
successful  real  estate  executive  who 
saw  the  light  at  age  39  and  decided  to 
save  the  planet. 

This  version  is  myth.  People  who 
knew  McTaggart  in  his  earlier  life  say 


he  was  a  failed  real  estate  promoter 
who  left  investors  and  relatives  in  the 
lurch  and  departed  before  his  projects 
failed  (see  box,  p.  176).  Gertrude  Hu- 
berty,  mother  of  the  third  of  McTag- 
gart's wives,  and  one  of  several  people 
who  lost  money  with  him,  remembers 
him  as  a  ruthless  businessman.  "Da- 
vid once  told  me  that  when  you  want 
something  badly  enough,  you  have  to 
be  willing  to  do  anything  to  get  it," 
she  says.  "Anything." 

One  thing  he  wanted  badly  was  the 
leadership  of  Greenpeace.  In  1979  a 
fierce  fight  broke  out  between  the 


A  Greenpeace  "direct  action" 

The  mythic  image  is  money  in  the  bank. 


Vancouver  operation  and  loosely  af- 
filiated rivals  in  the  U.S.  over  the  use 
of  the  Greenpeace  name.  By  then 
McTaggart  was  active  in  Green- 
peace's European  operation,  and  he 
was  famous  for  having  been  beaten  by 
French  agents  when  he  tried  to  inter- 
fere with  a  French  nuclear  test.  The 
Vancouver  founders  filed  a  lawsuit  to 
win  control  of  the  name.  Many  say  it 
was  an  open  battle  between  David 
McTaggart  and  cofounder  and  presi- 


Forbes  ■  November  11,  1991 


175 


Greenpeace 


dent  Patrick  Moore.  Moore  had  the 
support  of  the  Canadians,  but  the 
U.S.  and  European  affiliates  were 
squarely  in  McTaggart's  camp. 
McTaggart  emerged  in  1980  with  the 
chairmanship  of  Greenpeace  Interna- 
tional. Moore  remained  head  of  the 
Greenpeace  Canada  affiliate. 

Of  course,  the  millions  of  people 
who  gave  money  and  allegiance  to  the 
myth  knew  little  of  this  internecine 
battling.  There's  a  paradox  here.  Out- 
fits like  Greenpeace  attack  big  busi- 
ness as  being  faceless  and  responsible 
to  no  one.  In  fact,  that  description 
better  fits  Greenpeace  than  it  does 
modern  corporations  that  are  regulat- 
ed, patrolled  and  heavily  taxed  by 
governments,  reported  on  by  an  ad- 
versarial press  and  carefully  watched 
by  their  own  shareholders.  There's 
little  accountability  for  outfits  like 
Greenpeace.  The  media  treat  them 
with  kid  gloves.  Press  Greenpeace  and 


it  will  reveal  that  McTaggart's  salary 
was  $60,000,  but  it  won't  say  any- 
thing about  any  other  forms  of  com- 
pensation— something  a  U.S.  corpo- 
ration would  be  compelled  to  reveal 
in  its  proxy  statements. 

While  affiliates  like  Greenpeace 
U.S.A.  and  Greenpeace  Germany 
have  their  own  boards,  the  real  power 
and  much  of  the  money  belong  to  the 
international  organization,  which  un- 
til his  resignation  was  ruled  by 
McTaggart  from  his  olive  farm  in 
Perugia,  Italy  and/or  the  Greenpeace 
office  in  Rome. 

Amsterdam  has  the  power  because 
of  all  the  cash  upstreamed  from  the  12 
most  prosperous  national  organiza- 
tions, which  must  pay  a  kind  of  royalty 
for  use  of  the  name.  The  royalty  is  set 
at  24%  of  their  net  take  from  fundrais- 
ing.  Power  is  further  consolidated  at 
the  center  as  no  national  office  can 
start  a  campaign  without  the  approval 


of  the  international  council. 

How  has  Greenpeace  used  this 
power?  Ruthlessly.  There  is  a  kind  of 
ends-justify-the-means  mentality  at 
work  here.  Greenpeace  pressured  the 
University  of  Florida  into  firing  ma- 
rine biologist  Richard  Lambertsen  in 
1986.  Lambertsen's  offense:  doing 
research  that  required  tissue  samples 
from  whale  organs,  research  that 
Greenpeace  had  decided  wasn't  scien- 
tifically useful.  Greenpeace  made  the 
preposterous  claim  that  Lambertsen 
was  just  a  front  for  commercial  whal- 
ers. Lambertsen,  now  at  the  Woods 
Hole  Oceanographic  Institution,  says 
his  research  was  aimed  at  identifying 
whale  diseases.  Greenpeace's  tactics, 
he  says,  included  trucking  protesters 
to  the  campus  and  flying  over  football 
games  with  banners  that  said  "U  of  F 
stop  killing  whales." 

While  the  media  were  enthusiasti- 
cally recording  Greenpeace  staffers 


The 

McTaggart 

myth 

Will  Hollywood  make  a 
hero  out  of  David  McTag- 
gart, the  guiding  light  of 
Greenpeace  since  1980? 
Could  happen.  Richard 
Stevenson  of  Oxford  Film 
Co.  has  plans  for  a  movie 
on  McTaggart's  life  and  is 
lining  up  financing  for 
the  $35  million  film  proj- 
ect. McTaggart  has 
signed  on  as  a  consultant, 
Stevenson  says.  "It's  a 
moral-political  tale  about  a 
conservative  millionaire 
businessman  who  went 
broke,  bought  a  boat, 
and  used  it  to  go  into  a  nu- 
clear test  zone  and  single 
handedly  stop  French  nu- 
clear tests." 

Maybe  Stevenson 
should  look  at  McTaggart's 
life  before  Greenpeace. 
Bruce  Orvis,  a  cattle  ranch- 
er near  Stockton,  Calif., 
once  owned  a  choice  800 
acre  parcel  in  Hear  Valley 
in  the  Sierra  Nevada.  In 


1968  he  hired  David 
McTaggart  as  a  general 
manager  for  his  plan  to 
build  a  ski  resort  and  village 
in  the  pristine  valley. 
McTaggart,  then  a  36-year- 
old  former  Canadian 
badminton  champion  from 
Vancouver,  B.C.,  was 
quite  a  salesman.  Hand- 
some, charismatic,  quick 
with  a  promise,  McTaggart 
never  invested  a  penny  of 
his  own  in  the  develop- 
ment, but  he  found  a  lot 
of  believers. 

McTaggart  expanded 
grandiosely  on  Orvis'  plans 
and  sold  building  lots  to 
350  people.  Elizabeth 
(Betty)  Huberty  was  19 
when  she  married  him 
there,  becoming  the  third 
of  his  four  wives.  McTag- 
gart persuaded  Betty's 
mother,  Gertrude  Hu- 
berty, who  owned  40 
acres  mk\  a  summer  house 
nearby,  to  cosign  a  bank 
loan  lor  $80,000  so  he 
could  buy  M\d  renovate  a 
si\  room  lodging  house 
And  gas  station.  Betty 

pledged  her  inheritance  >>t 


David  McTaggart,  former  Greenpeace  chairman 
Leaving  just  in  time  again? 
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dodging  harpoons  from  Zodiac  in- 
flatable dinghies,  McTaggart  was 
helping  to  pack  the  International 
Whaling  Commission. 

The  commission  was  formed  in 
1946  in  a  treaty  among  whaling  na- 
tions to  prevent  the  overhunting  of 
whales.  The  most  closely  affected  na- 
tions were  Japan,  Iceland,  the  Soviet 
Union  and  Norway,  but  membership 
in  the  commission  was  open  to  any 
country  that  was  willing  to  pay  an 
annual  fee  of  roughly  $20,000  to 
$30,000  plus  the  cost  of  sending  its 
representative  to  meetings.  Accord- 
ing to  Francisco  Palacio,  a  former 
Greenpeace  consultant  on  marine 
mammals,  he  and  McTaggart,  work- 
ing with  their  friends,  came  up  with  a 
way  to  bend  the  commission  to  the 
Greenpeace  view  that  there  should  be 
an  outright  ban  on  whaling. 

The  whale  savers  targeted  poor  na- 
tions plus  some  small,  newly  indepen- 


dent ones  like  Antigua  and  St.  Lucia. 
They  drafted  the  required  member- 
ship documents  for  submission  to  the 
U.S.  State  Department.  They  as- 
signed themselves  or  their  friends  as 
the  scientists  and  commissioners  to 
represent  these  nations  at  the  whaling 
commission.  For  instance,  Palacio,  a 
Colombian  citizen  based  in  Miami, 
arranged  to  be  the  commissioner 
from  St.  Lucia.  The  commissioner 
from  Antigua  was  Palacio's  friend  and 
lawyer,  Richard  Baron,  also  from  Mi- 
ami. McTaggart's  friend  Paul  Gouin, 
a  Moroccan -born  French  expatriate 
living  in  Nassau,  Bahamas,  served  as 
commissioner  from  Panama.  Accord- 
ing to  Palacio,  the  Greenpeace -in- 
spired commissioners  enjoyed  an  an- 
nual all-expenses-paid  ten-day  trip 
with  a  $300-per-diem  perk  to  attend 
commission  meetings.  Palacio  says 
the  group  paid  to  fly  a  U.N.  ambassa- 
dor home  to  talk  his  government  into 


going  along  with  the  plan. 

Between  1978  and  1982,  Palacio 
says,  the  operation  added  at  least  half 
a  dozen  new  member  countries  to  the 
commission's  membership  to  achieve 
the  three-fourths  majority  necessary 
for  a  moratorium  on  commercial 
whaling,  which  passed  in  1982. 

This  project  cost  millions,  says  Pa- 
lacio, including  the  commission 
membership  payments  picked  up  on 
behalf  of  cooperating  members.  "In 
membership  fees  the  payments 
amounted  to  about  $150,000  [a 
year],  and  then  we  had  all  the  grease 
money  throughout  the  years,"  says 
Palacio.  The  Frenchman  Gouin,  then 
in  his  30s,  was  the  angel,  tunneling 
the  funds  through  a  Miami -based 
"foundation"  called  the  Sea  Life  Re- 
sources Institute.  Where  did  Gouin 
get  that  kind  of  money?  From  trading 
investments,  he  says. 

Greenpeace   campaigns,   like    the 


about  $30,000  as  addi- 
tional collateral. 

Lot  buyer  Dennis  Ras- 
mussen,  whose  family  sub- 
sequendy  became  con- 
trolling owner  of  the  valley, 
says  that  McTaggart  en- 
ticed lot  buyers  with  the 
promise  that  there  would 
soon  be  a  ski  lift  going  from 
the  lodge  up  the  moun- 
tain, and  a  golf  course. 

The  golf  course  was 
dropped  from  the  plan  ear- 
ly, and  the  U.S.  Forest 
Service  has  yet  to  approve 
the  ski  lift. 

McTaggart  left  town  in 
1969.  Orvis,  continuing  to 
believe  in  McTaggart's 
grand  plans,  eventually  lost 
almost  $3  million.  Bear 
Valley  went  into  bankrupt- 
cy in  1975.  Gertrude  Hu- 
berty  had  to  borrow  against 
other  property  to  pay  off 
the  loan  she  cosigned  with 
McTaggart. 

From  Bear  Valley, 
McTaggart  and  his  wife 
went  to  Aspen,  Colo., 
where  he  took  a  job  as  presi- 
dent of  Aspen  Interna- 
tional Properties,  Inc.  The 


Aspen  project  was  even 
grander  than  the  one  in 
Bear  Valley.  There  was  to 
be  a  12,500-unit  condo- 
minium and  hotel  proj- 
ect. "David  seemed  to  have 
this  strange  hold  on  peo- 
ple," recalls  Nancy  Wood- 
worth,  office  manager  for 
the  partnership  during 
McTaggart's  brief  ten- 
ure. "His  personal  lifestyle 
was  extremely  extrav- 
agant." One  day  in  1970, 
Woodworth  recalls,  she 
got  some  files  from  McTag- 
gart's office  at  the  chair- 
man's request,  and  the  next 
day  McTaggart  was  gone. 
Before  departing  for  the 
South  Pacific,  says  Betty 
Huberty,  McTaggart  took 
the  wedding  ring  he  had 
given  her  and  and  arranged 
a  sale  of  her  Mercedes 
280  SL  sports  car,  keeping 
most  of  the  proceeds. 

In  1972  investors 
Wells  Lange  and  his  broth- 
ers sued,  among  others, 
Aspen  International  and 
McTaggart  for  securities 
fraud.  They  charged  he 
lured  them  into  investing 


$1.5  million  by  understat- 
ing the  company's  liabil- 
ities and  leading  them  to 
believe  that  key  addition- 
al investors  existed  when 
they  did  not.  Lange  says 
some  of  the  money  they  ad- 
vanced Aspen  Interna- 
tional was  spent  on  things 
like  McTaggart's  ski  team 
and  the  mortgage  on  the 
land  rather  than  on  the 
development.  McTaggart 
was  never  served  papers. 
In  a  1975  agreement  the 
Lange  brothers  received 
cash,  notes  and  a  major- 
ity of  the  bankrupt 
company. 

McTaggart  must  have 
had  his  "conversion"  when 
he  answered  a  Green- 
peace press  release  in  an 
Auckland,  New  Zealand 
newspaper  in  1972.  Green- 
peace cofounder  E.  Ben- 
nett Metcalfe  recruited  him 
over  the  phone  from  Van- 
couver to  carry  out  the  pro- 
test group's  second  "di- 
rect action,"  this  one 
against  French  nuclear 
testing  on  the  Muroroa 
atoll.  McTaggart's  job 


qualifications:  enthusi- 
asm— and  ownership  of  a 
38-foot  ketch. 

Metcalfe  later  flew  to 
Auckland,  and  smelled 
trouble  as  soon  as  he 
landed.  He  says  McTaggart 
resisted  accounting  for 
the  $9,000  Greenpeace 
had  sent  him  to  outfit  his 
boat.  Worse,  the  Auckland 
police  had  arrested 
McTaggart  on  a  charge  of 
smuggling  Swiss  watches 
into  the  country  on  the 
boat,  and  Greenpeace 
had  to  pay  $  1 ,000  to  spring 
him.  McTaggart  denies 
getting  more  than  $2,500 
for  the  boat  gear,  leading 
any  investors  astray  in  ei- 
ther Bear  Valley  or  As- 
pen, selling  the  wedding 
ring  or  the  Mercedes  or 
consulting  with  Stevenson 
on  the  movie.  He  also 
says  the  smuggling  charge 
was  a  "setup  by  the  New 
Zealand  government  to  try 
to  stop  my  voyage." 

We  hope,  producer  Ste- 
venson, that  you'll  get  all 
this  into  your  movie.  -L.S. 
and  Toddi  Gutner       Bl 
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Filmmaker  Magnus  Gudmundsson 

His  film  didn't  sit  well  with  Greenpeace. 


save-the-whale  one,  often  seem  open 
and  almost  spontaneous.  But  they  are 
carefully  orchestrated,  beginning 
with  a  network  of  investigators  who 
collect  tips  from  government  officials, 
truck  drivers  and  sympathetic  em- 
ployees at  corporate  targets  of  Green- 
peace antipollution  campaigns.  One 
insider  says  that  the  intelligence  gath- 
ering includes  a  clandestine  operation 
in  Zurich,  a  point  that  Matti  Wuori 
denies.  This  much  is  clear:  With  its 
network  of  contacts,  Greenpeace  has 
turned  itself  into  a  vigilante  group — 
vigilant  in  enforcing  antipollution 
laws,  but  acting  as  judge  and  jury 
whenever  it  decides  that  government 
enforcers  aren't  forceful  enough. 
That  little  of  this  is  widely  understood 
is  not  surprising.  A  sympathetic  press 
has  always  been  a  Greenpeace  ally. 

Greenpeace's  biggest  fundraiser 
was  a  tragic  event  that  Greenpeace 
didn't  plan  at  all.  In  1985  French 
government  agents,  attempting  to 
thwart  a  Greenpeace  obstruction  of 


nuclear  testing,  blew  up  Greenpeace's 
ship  Rainbow  Warrior  in  Auckland, 
New  Zealand.  Photographer  Fernan- 
do Pereira,  who  was  on  board  at  the 
time,  was  killed.  The  incident 
brought  instant  martyr  status  to  the 
organization. 

Greenpeace  was  not  slow  to  exploit 
the  publicity.  Between  1985  and 
1987  Greenpeace  U.S.A.  revenues 
tripled  to  $25  million. 

But  the  martyrdom  was  somewhat 
sullied  by  allegations  that  Pereira  was 
allied  with  terrorists.  A  German  intel- 
ligence official  says  that  German  and 
Dutch  intelligence  agencies  had  files 
on  Pereira  describing  him  as  a  "con- 
tact" of  a  political  front  man  for  the 
terrorist  Second  of  June  Movement 
gang,  and  as  a  contact  with  the  Soviet 
KGB  in  planning  antinuclear  missile 
protests  in  Western  Europe. 

Greenpeace  denies  these  allega 
dons,  and  says  that  the  stories  of  the 
terrorist  connections  are  fabrications 
planted  bv  a  French  foreign  security 
agency  trying  to  take  the  sting  out  of 
the  ugly  event  in  Auckland. 

The  truth  on  that  score  ma\  never 


be  known,  but  Greenpeace  reaped 
huge  publicity  dividends  from  the 
tragedy  while  the  police  allegations 
got  scant  attention  in  the  media. 
When  unfavorable  publicity  does  sur- 
face, Greenpeace  frequentlv  takes  to 
the  courts.  In  the  last  year  Greenpeace- 
has  filed  suits  against  three  German 
publications  that  have  said  things 
about  Greenpeace  it  didn't  like.  Feel- 
ing free  to  criticize  others.  Green 
peace  does  not  seem  to  feel  others 
have  the  right  to  criticize  it. 

Reykjavik,  Iceland-based  indepen- 
dent filmmaker  Magnus  Gudmunds- 
son can  testify  to  this.  Gudmunds 
son's  1989  documentary  Survival  in 
the  Hiijb  North  shows  the  struggle 
between  hunting  peoples  oi  the  far 
north  and  environmentalists.  It  paints 
a  dismal  picture  of  welfare  dependen- 
c\  mk\  rising  suicide  rates  among  the 
hunting  populations  of  Iceland. 
Greenland  .\\\d  the  Faroe  Islands, 
where  the  seal  hunting  business  was 
devastated  after  the  successful  cam 
paign  by  Greenpeace  mk\  animal 
rights  groups  to  ban  sealskin  imports 
to  Europe. 
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Gudmundsson's  film  reexamines 
evidence  produced  in  1986  by  award- 
winning  Danish  journalist  Leif  Blae- 
del,  which  shows  that  one  propagan- 
da film  used  by  Greenpeace  was  faked 
by  using  paid  animal  torturers.  Blae- 
del  cites  gruesome  scenes  in  the  film 
Goodbye  Joey,  which  Dirranbandi, 
Australia,  court  records  had  con- 
firmed were  faked  by  its  producers. 
These  scenes,  he  reports,  were  staged 
by  paid  kangaroo  shooters  who  were 
later  fined  for  torturing  kangaroos  for 
the  film.  Court  documents  confirm 


that  the  film's  fraudulence  was  a  mat- 
ter of  public  record  in  1983,  three 
years  before  the  last  known  time 
Greenpeace  Denmark  sent  it  out  on 
request — to  Blaedel  himself.  Green- 
peace media  director  Peter  Dykstra 
says  Greenpeace  stopped  distributing 
the  film  in  1983,  when  it  discovered 
the  film's  "integrity  problems." 

Greenpeace  has  tried  to  silence 
Gudmundsson,  with  demands  for  in- 
junctions and/or  damages  in  the 
courts  of  Iceland,  the  U.K.  and  Nor- 
way. Gudmundsson  has  spent  about 


$40,000  in  legal  fees  so  far. 

If  Greenpeace's  ends  justify  such 
means,  what  are  these  noble  ends?  It's 
impossible  to  say  precisely,  though 
unmistakable  is  a  hatred  of  business 
and  free  markets.  Greenpeace  U.S.A. 
Executive  Director  Peter  Bahouth 
told  the  newspaper  In  These  Times  in 
April  1990:  "I  don't  believe  in  the 
market  approach.  ...  It  results  in 
treating  toxics  or  pollution  as  a  com- 
modity. .  .  .  When  companies  have  a 
bottom  line  of  profit  you  won't 
have     them     thinking    about    the 


Crisis 
Ltd. 

How  do  you  raise  money 
for  an  outfit  like  Green- 
peace? "You  need  a  sense 
of  urgency,  and  you  need 
an  enemy,"  replies  Wil- 
liam Dodd,  a  director  at  the 
San  Francisco  office  of 
Craver,  Mathews,  Smith  & 
Co.,  fundraising  consul- 
tant for  Greenpeace  U.S.A. 
since  1985. 

The  firm  has  been  a 
major  factor  in  Green- 
peace's financial  success. 
Urgency?  "Half  the 
world's  shorelines  have 
been  destroyed,"  trumpets 
one  mail  piece.  Or, 
'  'We '  ve  already  slaughtered 
94%  of  our  whales." 

The  exaggeration 
works.  Greenpeace  U.S.A. 
raised  $64  million  last 
year,  60%  from  the  43  mil- 
lion letters  prepared  by 
Craver,  Mathews. 

Dodd,  42,  explains 
that  a  mailing  to  new  pros- 
pects is  doing  well  if  it 
merely  breaks  even;  the  real 
money  is  made  on  the  re- 
newals. Let's  say  Green- 
peace sends  out  1  million 
circulars  and  gets  back 
checks  from  1 .6%,  or 
16,000.  With  an  average 
donation  of  $25,  the  in- 
come is  $400,000.  How 
much  did  the  mailing 
cost?  Postage,  at  subsidized 


rates  for  tax-exempt 
groups  like  Greenpeace, 
would  run  1 1  cents 
apiece,  or  $110,000  alto- 
gether. Design,  printing 
and  production jvould  run 
$225,000  and  list  rental 
another  $65,000. 

So  far  Greenpeace  is 
breaking  even  on  a  cash  ba- 
sis. But  the  organization 
now  has  16,000  believers, 
who  will  respond  to  the 
next  year's  worth  of  mail- 
ings at  a  rate  more  like 
50%,  not  1.6%.Withthe 
next  go-around  on  these 
names,  money  comes  in 
that  can  be  used  for 
Greenpeace  programs — 
saving  whales,  protecting 
rain  forests  and  so  on. 

An  inefficient  way  to 
raise  money?  Yes.  Green- 
peace U.S.A.  and  its  lob- 
bying affiliate  Greenpeace 
Action  together  spent 
$19  million  on  fundraising 
campaigns  that  raised 
$31  million  in  1989. 
Greenpeace  claims  that 
its  letters  of  solicitation 
educate  as  well  as  plead 
and  that,  therefore,  they 
should  be  counted  in  part 
as  spending  on  programs. 
Accounting  standards  re- 
quire that  nonprofit  finan- 
cial statements  footnote 
how  much  of  joint  costs 
went  to  fundraising  and 
how  much  to  programs. 
But  Greenpeace  doesn't 
follow  the  standards 


and  won't  reveal  the 
information. 

Some  other  environmen- 
tal organizations  aren't  so 
stingy  with  disclosures.  The 
Nature  Conservancy,  for 
instance,  which  buys  up 
and  preserves  undevel- 
oped land,  spends  52%  of  its 


ra  Club  and  the  Natural 
Resources  Defense  Coun- 
cil. The  firm  is  not  always 
particular  about  the  causes 
it  represents:  It  did  nrdc 
mailings  for  the  scientifical- 
ly baseless  Alar  scare, 
which  wiped  out  a  lot  of 
apple  farmers  and  unnec- 


Fundraising  sampler  ^ 
Urgency  and 
an  enemy. 


revenues  buying  and  pro- 
tecting land  and  2%  on  mail 
fundraising. 

The  same  moneyrais- 
ing  techniques  that  work 
for  Greenpeace  work  for 
other  environmental  out- 
fits as  well.  Craver,  Math- 
ews' client  roster  includes 
some  30  "progressive" 
groups,  including  the  Sier- 


*  % 


essarily  frightened  the  day- 
lights out  of  a  lot  of 
Americans. 

Make  no  mistake: 
Craver,  Mathews  is  not  a 
charitable  organization. 
Its  advisory  fee  in  1989 
from  Greenpeace  U.S.A., 
not  including  printing  and 
postage  costs,  was  $1.1 
million.  -L.S.  ■■ 
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environment." 

German  environmental  consultant 
Joseph  Huber,  talking  about  militant 
elements  in  Greenpeace  Germany, 
sums  up  an  informed  outsider's  view: 
"These  Greenpeacers  do  not  know 
what  they  are  longing  for.  But  they  do 
feel  the  strong  need  to  protest  the 
perceived  destruction  of  the  earth  by 
industrialism  and  capitalism.  The 
Marxist  elements  are  interspersed 
with  a  new  kind  of  romanticism  and 
anarchism." 

There  is  nothing  in  environmental - 
ism  that  says  it  has  to  be  statist  and 
antimarket  to  work.  The  Bozeman, 


both  played  their  part  and  both  took 
their  tolls." 

Ruthlessness  and  religion  are  a 
combustible  mixture,  the  more  so 
when  combined  with  an  absolutist 
certainty.  Greenpeace  gives  research 
grants  but  doesn't  fund  research  on 
cleaning  up  toxic  or  nuclear  wastes. 
Why?  Greenpeace  says  its  role  is  to 
prevent  pollution  rather  than  clean- 
ing it  up.  It  seems  that  finding  solu- 
tions to  the  safe  disposal  of  such 
wastes  undermines  the  Greenpeace 
objective  of  eliminating  the  industrial 
processes  that  create  the  waste. 

Greenpeace  U.S.A.  recentiy  corn- 


Greenpeace's  new 
chief,  Matti  Wuori 
How  will  he  keep 
the  myth  alive? 


Mont. -based  Political  Economy  Re- 
search Center,  for  instance,  endorses 
a  property-rights  approach  to  solving 
environmental  problems,  and  even 
the  mainstream  Environmental  De- 
fense Fund  favors  marketable  pollu- 
tion permits.  But  Greenpeace,  at  least 
the  pre-Wuori  Greenpeace,  would 
have  no  truck  with  the  free  market.  Its 
philosophy  is  that  pollution  is  a  sin, 
not  a  cost,  and  should  be  outlawed, 
not  taxed — even  if  that  means  shut- 
ting down  industry. 

Robert  Hunter  was  a  cofounder  of 
Greenpeace  and  to  some  its  spiritual 
leader.  He  is  now  an  environmental 
filmmaker  based  in  Toronto.  In  1979 
he  wrote  a  chronicle  of  Greenpeace, 
Warriors  of  the  Rainbow.  It  says: 
"Machiavellianism  and  mysticism 
alike  played  their  parts  in  the  shaping 
of  the  consciousness  (that  Green 
peace]  expressed.  It  embodied  at 
times  a  religious  tenor,  at  other  times 
a  ruthlessness  that  bordered  on  sa\ 
agery.  . .  .  Corruption  and  greatness 


missioned  a  report  from  forestry  ex- 
pert Randal  O'Toole  on  the  econom- 
ics of  the  U.S.  timber  industry. 
O'Toole  concluded  that  eliminating 
government  subsidies  to  the  U.S.  For- 
est Service  and  allowing  it  to  charge 
recreation  fees  would  reduce  the  Forest 
Service's  incentives  to  overcut  trees. 
According  to  O'Toole,  Greenpeace 
didn't  allow  publication  of  the  study's 
recommendations  under  its  name.  Says 
O'Toole,  "I  had  the  feeling  that  some- 
one higher  up  in  Greenpeace  didn't 
like  my  conclusions." 

In  its  money-raising  literature, 
Greenpeace  often  invokes  its  alle- 
giance to  the  nonviolent  rhetoric  of 
Mahatma  Gandhi  and  the  Quaker 
notion  of  "bearing  witness."  But 
Gandhi  believed  passionately  that 
good  ends  do  not  justify  evil  means; 
Greenpeace's  devotion  to  this  ideal  is 
questionable. 

Take,  for  example,  its  support  for 
Earth  First,  <\\\  eco  terrorist  group 
whose  methods  would  have  horrified 


Gandhi — and  whose  cofounder,  Mi- 
chael Roselle,  is  now  on  Greenpeace's 
payroll.  It  is  famous  for  driving  spikes 
into  trees,  which  can  injure  sawmill 
workers.  (Roselle  says  Earth  First  now 
"discourages"  tree-spiking.)  When  a 
car  bomb  explosion  led  in  1990  to  the 
arrest  of  two  Earth  First  members 
injured  in  the  blast,  Greenpeace 
formed  an  alliance  of  environmental 
groups  that  paid  their  bail  and  private 
investigation  fees.  Roselle,  still  an 
Earth  First  member,  offers  the  theory 
that  the  Earth  Firsters  were  innocent 
victims  of  attempted  murder  by 
anti-environmentalists.  No  charges 
were  filed. 

It  seems  clear  that  Greenpeace's 
benign  image  and  name,  so  redolent 
of  goodness,  are  a  cover  for  a  disdain 
for  capitalism.  Not  surprisingly,  inter- 
national board  member  Susan 
George  and  military  expert  William 
Arkin  used  to  work  at  the  notoriously 
leftist  Institute  for  Policy  Studies. 

In  many  of  its  utterances,  Green- 
peace is  less  an  institution  dedicated 
to  saving  endangered  species  than  it  is 
an  advocate  of  a  Big  Brother  who 
would  run  the  world  the  way  Green- 
peace insiders  would  like  it  to  be  run. 
This  is  clearly  spelled  out  in  an  editori- 
al in  the  March/April  1990  issue  of 
Greenpeace  magazine.  The  editorial 
compares  Eastern  Europe's  com- 
mand economies  to  the  West's  "sav- 
age capitalism."  Mindless  of  the  envi- 
ronmental devastation  caused  by  so 
cialism,  the  editorial  concludes: 
"From  a  purely  ecological  perspec- 
tive, the  two  competing  ideologies 
were  barely  distinguishable."  That 
outrageous  statement  would  hardly 
sell  in  the  newly  freed  countries  oi 
Eastern  Europe,  although  Green 
peace  has  recently  opened  two  offices 
there,  but  in  the  pampered  West  it 
apparently  finds  believers. 

Can   Greenpeace's  new  chairman 
check  this  anticapitalistic  fervor  And 
bring    Greenpeace    into    the    main- 
stream  oi  environmentatism-    Matti 
Wuori  seems  to  be  serious  about  in- 
fusing his  more  moderate  views  into 
the  organization — and  he  plans  to 
create  an  internal  audit  unit.  But  to 
the  extent  that  he  curbs  Grecnpea* 
worst  tendencies,  Wuori  risks  damag 
ing  the  reputation  tor  militance  that 
has  done  so  much  to  build  Green 
peace's  myth.  ■ 
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One  of  the  early  lessons  of  the  * 
1990s  is  that  corporate  environ- 
mentalism  isn't  just  good  public 
relations,  it's  good  business. 
Throughout  America,  in  business- 
es as  diverse  as  industrial  equip- 
ment manufacturing,  power  gen- 
eration, professional  services, 
even  restaurants  and  dry  cleaning, 
management  is  learning  that  it  can 
reap  major  financial  benefits  by 
going  beyond  compliance  with 
environmental  regulations  to  take 
strong  initiatives  in  pollution  and 
waste  prevention,  conservation  of 
energy  and  resources  and  envi- 
ronmental protection. 
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In  This  Special  Report 

♦  Corporate  Environmen- 
tal Activities  Can 
Increase  Profits 

♦  Integrating  Environmen 
tal  Thinking  Into  the 
Corporate  Process 

♦  The  EPA- Seeking 
Alliances  With  Business 
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merican  companies  are 
discovering  they  can 
become  more  competi- 
tive, profitable  and  adaptable  to 
shifting  market  and  regulatory 
forces,  and  at  the  same  time 

improve  their  image 
and  make  themselves 
more  attractive  to  in- 
vestors, by  taking  a 
strong  environmental 
stance. 

"There  are  oppor- 
tunities for  those  who 
conduct  business  in  an 
environmentally 
sound  manner.  It  is 
essential  lor  survival. 
Those  that  don't  do  it 
won't  be  in  business, 
while  those  that  are  the  leaders 
will  carve  out  more  of  a  market 
shaiv  Jim  Barr,  manager- 

of  environmental  services  for 


Ryder  Truck  Rental  Inc. 

Environmental  imperatives 
are  a  permanent  part  of  doing 
business.  They  are  driven  by 
powerful  forces,  which  include: 

♦  Well-funded  environmental 
advocacy  groups  that  claim 
20  million  Americans  as 
members 

♦  A  surge  of  public  opinion  in 
favor  of  protecting  the  envi- 
ronment and  powerful  public 
anger  toward  polluters 

♦  Expanding  consumer  de- 
mand for  environmentally 

^safe  products  and  packaging 

♦  An  intimidating  body  of  fed- 
eral and  state  environmental 
regulations  that  changes 
swiftly  and  grows  larger,  more 
complex  and  more  stringent 
even  year. 


By  Lawrence  6.  Bac 
ICF  International,  Inc. 


This  supplement  is  printed  on  recycled  paper. 


How  nuclear  energy  benefits 
a  typical  family  of  four 


Every  year,  the  osprevs  return  to  their 
wildlife  preserve  around  the  nuclear  elec- 
tric plant  near  Waterford,  Connecticut, 
where  nesting  platforms  have  been  built 
for  them  by  tne  local  utility. 

It's  one  more  example  of  how  peace- 
fully nuclear  energy  coexists  with  the 


environment.  Because  America's  111 
operating  nuclear  plants  don't  burn 
anything  to  generate  electricity,  they 
don't  pollute  the  air.  They  don't  produce 
any  greenhouse  gases,  either. 

To  help  satisfy  the  nation's  growing 
need  for  electricity  without  sacrificing 


the  quality  of  our  environment,  we  need 
more  nuclear  plants.  For  your  family, 
and  others  as  well. 

If  you'd  like  more  information,  write 
to  the  U.S.  Council  for  Energy 
Awareness,  P.O.  Box  66080,  Dept.  OS09, 
Washington,  D.C.  20035. 


Nuclear  energy  means  cleaner  air. 
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Interested  in 

just-in-time 

inventory? 
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in 


controlling  your 

transportation 

costs? 
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Interested  in 
keeping  on  top 

of  changing 
transportation 

regulations? 
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Interested  in 
better  managing 
deliveries  to 
life-? 


Interested  in 

technological 

advances  like 

routing  models? 


If  this  page  he 

cal 


If  you  answered  "yes"  to  three  or  more  of  these  ques 
tions,  it  could  be  in  your  best  interest  to  consider  Ryder'* 
Dedicated  Contract  Carriage. 

From  shipping  raw  materials  inbound  to  a  manufac 
turer  to  ensuring  just-in-time  inventory  flow  to  providing 
automated  inventory  accounting  at  a  retailer,  Ryder  is  there 
Every  step  of  the  way. 

With  Dedicated  Contract  Carriage,  we  develop  a  com 


Interested  in 

eliminating 

less-than-truck 

load  shipments? 
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Interested  in 

freeing  up 

management 

time  spent  on 

transportation? 
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Interested  in 
expanding  your 

business  into 

new  geographic 

areas? 


Interested  in 
hiring  and  keeping 
qualified  drivers? 


Interested  in 

more  efficient 

handling  of 

goods  requiring 

special  care? 


Interested  in 

getting  an 

edge  on  the 

competition? 


i 
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(Is  your  interest, 
fcyder. 

s  plete  transportation  system  tailored  to  your  needs.  This 
includes  vehicles,  drivers,  maintenance,  software  design, 
administrative  management  and  more.  All  coordinated  to 
improve  customer  service  and  cut  operating  costs.  Best  of 
all,  Ryder  manages  while  you  remain  in  control. 

Call  Ryder  at  1-800-446-5511,  ext.  294,  and  ask  about 
Dedicated  Contract  Carriage.  Unless,  of 
course,  youVe  got  no  interest  in  this  page. 


1-800-446-5511 


Interested  in 
safely  transporting 
goods  with  a*igh 
e? 
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Interested  in 

controlling 

tax,  fuel  and 

insurance  costs? 
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Interested  in 
lowering  your| 
cost-per-product 
livered? 


Interested  in 

improving  driver 

utilization? 


ft 


Interested  in 

better  managing 

inbound 

transportation 
of  raw  materials? 
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The  problem  is  that  many 
companies  still  see  envi- 
ronmental pressures  as 
hostile  demands  from  out 
side  the  corporate  realm, 
obstacles  to  business-as- 
usual  and  threats 
to  profits. 


These  forces  affect  every  company  s  bottom 
line,  influencing  plant'  siting,  manufacturing 
technology,  product  design  and  packaging,  mar- 
keting and  consumer  relations.  And  to  compete 
in  the  international  economy,  companies  need 
environmental  policies  that  are  effective  and 
acceptable  worldwide. 

Yet  there  is  tremendous 
corporate  confusion  about  what 
constitutes  a  good  environmen- 
tal policy,  one  that  can  balance 
the  need  to  protect  profits  with  . 
the  need  for  regulatory  compli- 
ance and  responsiveness  to  con- 
sumer demands  and  public 
opinion.  It  is  difficult  even  to  tell 
how  many  businesses  are  mak- ' 
ing  this- effort.  One  recent  sur-  ' 
vey  says  59%  of  corporations 
now  have  an  environmental  pol- 
icy. Another  indicates  no  more 
than  200  corporations  -world- 
wide have  made  environmental 
performance  one  of  /their  top 
concerns.  t        ' 

The  problem  is  that  many 
companies  still  see  environmen- 
tal pressures  as  hostile  demands 
•  from  outside  the  corporate . 
realm,  obstacle^  to  business-as- 
usual  and  threats  to  profits. 

This  perspective  usually  leads  to  a  reactive 
corporate  mentality,  in  which  a  company  waits  * 
until  environmental  requirements  are  thrust 
upon  it  by  law  or  consumer  pressure,  and  then 
scrambles  for  costly  after-the-fact  ways  to  meet 
them.  This  "end-of-the-pipe"  mind-set  sees  envi- 
ronmental efforts  as  liabilities,  expensive  solu- 
tions to  problems  unavoidably  created  by  neces- 
sary procedures  and  technologies. 

Other  companies  are 
proactive  and  see  environmen- 
tal pressures  as  opportunities, 
having  learned  that  respond-; 
ing  can  reveal  ways  to  cut 
costs,  create  demand  for 
products,  boost  productivity 
and  increase  profits. 

The  bus.inesses  thaUpi  os 
petf  from  1991  onward  will  be 
proactive  toward  the  environ- 
ment. They  will  Integrate 
environmental  considerations, 
into  all  their  corporate  pro- 
cesses  -  financial  and  strate- 


Anheuser  Busch  subsidiary  Con- 
tainer Recovery  Corp.  collects 
and  recycles  more  than  10  bil- 
lion aluminum  cans  a  year 
through  a  network  of  1,000 
grass  roots  recycling  centers. 


gic  planning,  marketing,  operations,  distribution 
and  research  and  development  —  from  step  one* 

Corporate  Environmental 
Activities  Can  Increase  Profits 

•v 

Making  Products  More 
Environmentally  "Friendly" 

Gompetition  on  the  environmental  front  is  the 
same  as  competition  in  other  profit-making 
areas.  One  way  that  an  environmentally  proac- 
tive company  can  stay  ahead  of  its  competition  > 
is  with  new,  environmentally  friendly  products. 
A  good  example  is  Arco's  introduction  last  year 
of  EC-1  Regular,  the  first  emission-control  gaso- 
line on  the  market.  It  fulfilled  both  environmen- 
tal regulations  requiring  lower  pollutant  levels 
in  gasoline  and  consumer  demand  for  cleaner 
fuels.  Every  other  oil  company  had  to  follow 
Arco's  lead.  The  introduction  of  Arco's  EC-1 
Regular  resulted  in  a  sales  increase  of  3%  over 
the  prior  year's  sales  of  regular  unleaded  gaso- 
line without  emission  control. 

There  are  other-ways  in  which  environmen- 
tal policies  can  help  companies  reap  financial 
gain,  often  with  existing  product  lines. 

Source  Reduction 

Altering  manufacturing  processes  to  reduce  or 
eliminate  waste  or  pollution  is  one  example  ol 
"source  reduction."  Companies  that  attempt  this 
often  discover  that  it  is  less  expensive  than 
waste  treatment  or  disposal  (and  much  less  thai), 
cleanup),  and  that  it  allows  them  to  cut  costs, 
improve  manufacturing  efficiency  and  boost 
profits. 

For  example,  the  Anheuser-Busch  Compa- 
nies Inc.  recently  switched  most  ot  its  breweries 
from  fuel  oil  to  natural  gas  power,  which  genec- 


0  Container  Recede 
Corporation 
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>ou  can't  he/p  but  notice  it  Worse,  you  can't  he/p 
but  breathe  it.  That  brown-gray  haze  we've  often 
come  to  call  the  air.  ^  You  know  the  major 
cause:  traffic.  What  you  may  not  know:  There 
are  solutions  that  will  let  us  drive  without  signifi- 
cantly polluting  the  air.  *m»  One  of  the  best  is  natu- 
ral gas.  Vehicles  that  run  on  clean  natural  gas 
reduce  carbon  monoxide  and  reactive  hydrocar- 
bons by  80%  —  which  helps  reduce  urban  smog. 
&**  Someday,  we  may  all  be  driving  natural  gas 
cars.  Until  then,  natural  gas  is  the  ideal  fuel  for  fleet 
vehicles  —  buses,  taxis,  delivery  vans,  garbage 
trucks  and  the  like  —  that  return  to  a  central  depot 
every  night  to  be  fueled.  *+>  In  fact,  nearly  30,000 
natural  gas  vehicles  are  in  place  now.  Thousands 
more  soon  will  be,  in  order  to  comply  with  the 
U.S.  Qovernment's  Clean  Air  mandate.  We  have  the 
natural  gas  here  in  North  America.  We  have  the 
know-how.  But  most  important,  we  have  the  need. 
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The  few  blue  whales 

remaining  alive  in  the  world 

are  no  match  for  the  predator 

who  has  carelessly  eliminated 

eight  hundred  species  of  life 

from  the  face  of  the  earth 

in  this  century  alone:  Man. 

Like  every  other  creature  in  the  sea, 

the  blue  whale  requires  clean  water  to  live. 

The  Samsung  Group 

has  designed  and  is  currently  producing 

supertankers  with  a  double-hull, 

double-bottom  construction 

that  prevents  oil  spills. 

The  vessels,  which  are  being  built 

for  major  oil  companies 

in  the  United  States  and  Europe, 

are  proof  that  technology 

can  make  man  a  protector 

instead  of  a  predator. 


SAMSUNG 

Technology  that  works  for  life. 


The  Samsung  Group 

International  Trade,  Electronics,  Electron  Devices,  Electro- Mechanics,  General  Chemicals,  Shipbuilding  &  Heavy  Industries, 

Aerospace,  Construction,  Engineering,  Financial  Services,  Food  &  Pharmaceuticals,  Cameras  &  Watches,  Garments  &  Textiles 

CP.O,  Box  1 580,  Seoul,  Korea  Tel:  (02)  724-0394  Fax:  (02)  739-5672 
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Recycling  is  the 
most  time-tested 
way  to  combine 
profits  with  re- 
duced pollution 
and  energy  conser 
vation. 
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ates  far  less  than  the  allow- 
able level  of  air  pollution  and  is 
also  cheaper.  Between  1979  and 
1 989,  the  company  reduced  its 
electricity  use  5.2%  by  switch- 
ing to  more  efficient  electrical 
systems  and  cut  its  fuel  and 
water  consumption  18%. 

Recycling 

This  is  the  most  time-tested  way 
to  combine,  profits  with  reduced 
pollution  and  energy  conserva- 
tion. 

For  four  years,  Ryder 
Truck  —  which  rents,  leases  and 
maintains  more  than  160,000 
trucks  and  buses  -  has  had  an  extensive  recy- 
cling policy.  With  a  system  Ryder  developed,  all 
used  crankcase  oil  from  its  diesel  trucks  is  trans- 
formed into  fuel  by  filtering  it  and  blending  it 
into  the  diesel  fuel  within  the  vehicles'  fuel 
tanks.  In  1990,  Ryder  reclaimed  about  one  mil- 
lion gallons  of  oil  this  way,  saving  $125,000  in 
disposal  costs  and  over  $  1  million'  in  purchase 
costs  and  taxes.  It  also  conserved  a  million  gal- 
lons of  virgin  diesel  fuel.  Another  quarter  of  a 
million  gallons  of  oil  from  non-diesel 
trucks  was  reclaimed  as  boiler  fuel  or  sent 
to  re-refiners. 

In  1 988,  Polaroid  Corp.  installed  new 
camera-part  degreasing  equipment  that     . 
recycles- the  degreasing  solvent,  CFC-1 13, 
through  a  closed-loop  system.  By  recy- 
cling the  CFC-113,  which  has  been  impli- 
cated in  stratospheric'ozone  depletion, 
Polaroid  realizes  a  net  savings  of  $75,000 
annually  from  lower  disposal  costs  and 
reduced  purchases  of  new  solvents. 


Hli  I 


Waste  Treatment  and  Disposal 

Where  waste  cannot  be  eliminated  through 
source  reduction  or  recycling,  proactive  compa- 
nies can  employ  waste  treatment  and  disposal 
programs  that  also  generate  income.  Anheuser- 
Busch,  for  example,  sells  as  animal  feed  the 
dried  brewers  grain  left  over  from  beer  produc- 
tion. Nutrient-rich  waste  water  from  its  plants  is 
sprayed  as  fertilizer  on  crops  and  solid  wastes 
are  composted  and  sold  as  fertilizer.  Soon,  three 
of  the  company's  breweries  will  use  bacteria  to 
digest  organic  wastes  and  produce  methane  gas, 
which  will  then  be  burned  in  industrial  boilers. 

Environmental  Policies  Can  Help 
Reduce  Corporate  Liability 

Many  corporations  are  reducing  their  exposure 

to  financial  claims  or  lines  that  eouKl  be  passed 
on  to  them  as  a  result  oi  penalties  or  legal  judg- 
ments against  their  suppliers  or  service  compa- 
nies whose  environmental  practices  cause  pollu- 


Ryder  Truck  developed  a  special  process  to  reclaim 
used  crankcase  oil  for  use  in  diesel  fuel. 

tion.  This  has  started  a  "domino  effect,"  as  more 
companies  require  their  suppliers  to  fulfill  strict 
environmental  requirements.  "It  is  a  market- 
driven  phenomenon  that  has  worked  its  way 
down  the  line  and  become  a  condition  for  doing 
business.  It's  being  built  into  the  sales  process, 
too,"  says  Ryder  Truck's  Barr. 

This  wider  distribution  of  environmental 
responsibility  is  also  making  it  difficult  to  pro- 
cure insurance  to  cover  environmental  risks, 
including  pass-along  liability.  AM- RE  MAN- 
AGERS INC->  a  subsidiary  of  American  Re- 
Insurance  Co.,  specializes  in  covering  such  risks 
on  a  finite  risk  basis., 

"Our  clients  have  discovered  that  they  may 
be  held  liable  for  cleanup  or  damages  stemming 
from  waste  disposal  practices  of  the  past,  in 
extreme  cases  going  back  100  years.  Because  ol 
joint  and  several  liability,  they  may  be  liable  for 
the  entire  cost  to  clean  up  a  toxic  waste  site, 
even  when  their  contribution  to  the  problem  is 
negligible,"  says  Kenneth  J.  LeStrange,  execu- 
tive vice  president  of  AM-RE  MANAGERS. 
"Given  that  cleanup  for  some  sites  has  been  pro- 
jected to  cost  hundreds  ol  millions  ol  dollars, 
environmental  liability  may  be  the  most  signifi- 
cant recognized  or  unrecognized  liability  on  a 
company's  balance  sheet.  Compounding  the 
problem,  litigation  and  administrative  costs 
often  consume  «150t»  or  more  ot  every  dollar  ear- 
marked for  environmental  cleanup. 

AM-RK  MANAGERS'  reinsurance  pro- 
grams are  founded  upon  a  thorough  under- 
standing of  a  company's  environmental  expo- 
sures and  financial  position.  The\  are  structured 
to  encourage  the  appropriate  financial  recogni- 
tion of  environmental  liabilities,  provide  a  pre- 
dictable level  ot  costs  and  reduce  the  impact 
administrative  ,md  legal  costs.    Our  finite  risk 
programs  enhance  a  compam  s  ability  to 
sponsihlv  address  the  aoOetal  problem  ol  haz- 
ardous waste  cleanup,    laj  I  1  eStrange. 


American  Re's  products  and  services 
are  only  available  at  the  above  location 


Today  you  need  a  reinsurer  with  financial  stability 

treaty  and  facultative  capacity  and  a  strong  international 

presence  in  order  to  respond  to  your  clients'  global  needs. 

American  Re  has  been  in  business  for  over  70  years,  and  we 

have  offices  in  26  locations  worldwide  staffed  by  local 

experts.  We  have  the  capability  to  create  customized 

programs  that  keep  you  current,  in  a  changing  world. 

Upgrade  your  global  strategy  Talk  to  American  Re. 


AMERICAN 

RE-INSURANCE  COMPANY 

555  College  Road  East,  Princeton,  NJ  08543-5241   (609)  243-4200 

Atlanta  •  Bermuda  •  Bogota  •  Boston  •  Brussels  •  Cairo  •  Chicago  •  Columbgs  •  Dallas  •  Hartford  •  Kansas  City  •  London  •  Los  Angeles  •  Melbourne  •  Mexico  City  •  Minneapolis 

Montreal  ■  New  York  •  Philadelphia  •  San  Francisco  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 
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Many  companies  are 
now  appointing  high 
level  "green  execu- 
tives" to  develop  and 
ensure  that  all  plants 
and  offices  follow 
company  environ- 
mental policies. 


■ 


Integrating  Environmental  Thinking 
Into  the  Corporate  Process 

To  achieve  and  maintain  an  environmental  lead, 
companies  need  to  weave  environmental  consid- 
erations into  their  decision-making  processes  at 
the  start  of  all  marketing,  finance,  production, 
distribution  and  strategic  planning  activi- 
ties so  they  don  t  have  to  be  added  later  at 
great  cost. 

The  approach  must  be  broad-based. 
Environmental  policy  is  not  just  a  matter 
of  choosing  manufacturing  processes  that 
reduce  waste  or  pollutant  emissions.  It 
requires  thinking  through  environmental 
regulations,  marketing  needs,  public  atti- 
tudes, consumer  demands  and  potential 
problems.  Engineering's  often  the  last  step. 
Although  each  firm  is  unique,  experts 
agree  that  formulating  and' implementing  a  suc- 
cessful corporate  environmental  strategy 
involves  certain  well-defined  activities: 

♦  Integrating  knowledge  of  environmental 
aspects  into  the  corporate  view  of  markets  for 
and  production  of  the  firm's  products  and 
services 

♦  Defining  and  working  within  the  corporate 
business  risk  tolerance,  and  recognizing  and 
explicitly  considering  uncertainty 

♦  Determining  and  basing  decisions  on  "real" 
costs  (i.e..  factoring  in  costs  ol  regulatory 

p.n.p  Phoiogr.phy        «  ompliahcei  or  "full  cost"  accounting) 

♦  Establishing  environmental  soundness  as  a 

performance  criterion 

♦  Monitoring  progress  againsl  both  environ- 
mental and  Financial  goajs  o\\  a  regular  basis. 

Setting  tins  process  into  rnonoxit  at  least  in 

the  initial  stages,  generally  requires  intensive 
involvement  on  the  part  oi  kej  line  managers, 
\  -    corporate  stall  and  olten  outside  experts. 


To  move  the  firm  quickly  along  the  learning 
curve,  many  companies  are  now  appointing 
high-level  "green  executives"  to  develop  and 
ensure  thaf  all  plants  and  offices  follow  compa- 
ny environmental  policies.  Ideally,  a  close  link 
with  top  management  empowers  green  execu- 
tives to  balance  their  company's  legal,  techno- 
logical, marketing  and  public  relations  efforts. 

Unfortunately,  many  companies  render 
environmental  officers  powerless  by  denying 
them  the  budget  or  authority  to  meet  corporate 
environmental  objectives,  and  overload  environ- 
mental staff  by  requiring  that  they  spend  most 
of  their  time  on  compliance  with  regulations 
rather  than  on  developing  and  implementing      r 
corporate  environmental  policy. 

To  realize  fully  the-benefits  of  environmen- 
tal thinking,  a  corporation's  culture  must 
encourage  employees  to  take  an  environmental 
view  of  company  goals.  Many  companies  do  this 
through  programs  that  reward  employees  lor 
successful  environmental  ideas.  Some  firms 
involve  employees  in  environmental  planning 
committees  at  each  plant  and  present  awards  to 
employees  who  identify  the  best  ways  to  cut 
waste  and  save  money;  others  reward  employees 
for  pollution  reduction  ideas  by  paying  them  a 
percentage  of  the  savings  from  environmentally 
related  improvements. 

The  EPA:  Seeking  Alliances 
With  Business 

Every  company  must  contend  with  the  complex 
tangle  of  environmental  compliance  regulations. 
Currently.  Environmental  Protection  AgcncN 
(EPA)  regulations  till  more  than  1  1.000  pagl 
These  are  continually  being  altered  and  expand" 
ed,  and  are .  turther  complicated  b)  state  and 
local  laws.  Many  corporations  now  have  depart- 
ments devoted  to  monitoring  impendi 
changes  in  environmental  lawfl  M  respcfl 
be  formulated  in  advaiH 


I 
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Suppose  this  was  an  investment  opportunity. 
Which  would  you  choose? 


Introducing  Defined  Asset  Funds.  Because  seeing 
what  you're  investing  in  is  a  definite  advantage. 

The  beauty  of  Defined  Asset  Funds  is  easy  to  see. 
There  are  many  benefits.  You  know  in 
advance  what  you're  investing  in.  The 
securities  in  these  unit  investment  trusts 
are  professionally  selected.  Since  they're  supervised  but 
not  actively  managed,  there  are  no  management  fees. 


Call  1-800-422-9001, 
extension  358. 


of  bonds,  stocks  and  other  assets  to  suit  your  goals. 

You  enjoy  reduced  risk  through  diversification.  And 

you  can  get  started  for  about  $1,000. 

Definitions,  our  new  magazine, 
will  explain  the  many  advantages  of 
Defined  Asset  Funds,  America's 

oldest  and  largest  family  of  unit  investment  trusts. 

Ask  your  financial  professional  or  call  our  toll-free 

number  for  your  free  copy.   MQITlN    Ly  nCM 


You  can  choose  from  a  wide  range  of  defined  portfolios 

Shearson  Lehman  Brothers  •  Prudential  Securities  •  Dean  Witter  •  PaineWebber 

A  five  prospectus  contairmig  more  complete  mjbrmation,  induing  all  charges  and  expenses,  is  available. 
Read  fie  prospectus  carefudy  before  you  invest  or  send  money. 
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Nevertheless,  majiy  environmental  regula- 
tions are  so  complex  and  stringent,  and  the 
penalties  for  non-compliance  so  great  -  includ- 
ing fines  of  $25,000  per  day  per  violation,  jail 
sentences  and  the  shutdown  of  facilities  —  that 
even  the  most  proactive  corporations  may  need 
expert  help  to  navigate  the  maze. 

Another  problem  is  the  sometimes  adver- 
sarial relationship  between  the  EPA  and  the 
business  community.  This  antagonism  is  rooted 
both  in  the  EPA  s  view  that  it  must  police  com- 
panies bent  on  avoiding  regulatory  compliance, 
and  the  business  community's  belief  that  envi- 
ronmental compliance  is  a  costly,  Unnecessary 
nuisance. 

However,  this  enmity  has  begun  to  ease.     . 
The  benefit  of  environmental  action  is  now 
more  widely  recognized  by  the  business  com- 
munity, and  the  EPA  is  adopting  a  more  coop- 
erative stance.  This  new  attitude  is  expressed  in 
EPA's  Pollution  Prevention  Strategy,  issued  last 
January.  The  strategy's  goal  is  to  promote  the 
prevention  of  pollution  at  its  source,  because 
prevention  is  cheaper  and  more  effective  than 
cleanup  or  disposal  afterward.  The  strategy 
assumes  that  pollution  prevention  benefits  the 
environment  and  the  economy,  encourages  vol- 
untary pollution  reduction  by  industry  so  the 
EPA  will  have  less  need  to  take  punitive  or  reg- 
ulatory action,  and  outlines  ways  to  promote 
initiatives  in  the  private  sector.  These  include 
flexible,  cost-effective  regulations  and  market- 
based  incentives  to  reduce  pollution. 

The  EPA  strategy  will  reward  companies 
that  reduce  emissions  ahead  of  schedule  or  take 
other  voluntary  actions  to  meet  requirements, 
and  will  give  cash  awards  to  companies  that 
competitively  demonstrate  the  best  plans  and 
performance  in  pollution  prevention  alterna- 
tives. 

To  benefit  from  the  EPA's  strategy,  several 
companies  have  turned  to  energy  efficiency  as  a 


means  of  bolstering  their  bottom  line.  Installa- 
tion of  high  technology  lighting  systems,  for 
example,  can  create  significant  savings  on  a 
firm's  electric  bill.  Because  lower  demand  for 
electricity  means  less  pollution  generated  by 
power  plants,  the  EPA  recently  set  up  the  vol- 
untary Green  Lights  Program.  This  is  a  non- 
regulatory  program  that  encourages  corpora- 
tions to  upgrade  lighting  as  a  profitable  means 
of  preventing  pollution.  About  250  companies 
have  signed  up  so  far. 

The  savings  are  real:  Sealy  iMattress  Com- 
pany in  Randolph,  Mass.,  installed  new  lighting 
in  a  single  180,000-square-foot  manufacturing 
and  warehouse  facility  and  will  realize  $40,000  a 
year  in  electricity  savings.  Similarly,  Columbia 
University  is  in  the  first  phase  of  a  campus-wide 
lighting  upgrade.  The  project  will  cost  $4  mil- 
lion, less  a  $1  million  rebate  from  the  local  utili- 
ty. Annual  electricity  savings  are  expected  to  be 
about  $2.8  million.  The  EPA  estimates  that  the 
country  coyld  save  $18  billion  if  lighting  up- 
grades are  installed  everywhere  they  are  prof- 
itable and  appropriate. 

Environmental  Regulations: 
Constraints  Sometimes  Yield 
Opportunities 

Environmental  laws  impose  restrictions,  but 
they  also  create  new  opportunities.  For  exam- 
ple, the  advent  of  such  regulations  in  the  1970s 
created  the  waste-management  and  pollution- 
control  technology  industries,  which  now  gener- 
ate more  than  $50  billion  in  business  annually. 

Emerging  requirements  also  create  new 
markets.  The  Clean  Air  Act  Amendments  of 
1990  require  cities  with  the  dirtiest  air  to  pro- 
mote the  use  of  cleaner  alternative  fuels,  and 
some  cities  have  passed  laws  requiring  commer- 
cial fleet  vehicle  operators  to  use  such  fuels. 
Others  have  taken  similar  measures  with 
municipal  vehicles. 

Natural  gas.  which 
abundant  and  cheap,  is  the 
alternative  fuel  of  choice 
tor  some  ot  these  fleets. 
The  American  Gas  Associ- 
ation (AG  \>.  a  trade 
group  of  250  utilities  ami 
gas  pipeline  company 

Bay«  that  automobile 
engines  burning  natural 
gas  instead  of  gasoline  pro- 
duce significantly  fewer  air 
pollutants  and  experience 

lev-  wear,  meaning  lower 

maintenance  eosts. 
Although  it  iH>0  or 

more  to  i  om  en  a  gasolme 
vehicle  to  natural  gas.  the 

conversion  pay*  tor  itself 


¥>u  wont  believe 

what  this  can 

can  do. 


Recycling  this  can 
reduces  litter,  saves 
energy  and  provides  important 
income  for  nonprofit  groups  and 
others.  So  pitch  in,  recycle  and  help    gf    L$ 
keep  America  clean. 


If  250,000 
people  recycled 
one  can  per  day, 
we  could  save  the  energy 
equivalent  of  35  million 
gallons  of  gas  a  year. 


You  can  power 
yourTVfor3 

hours  with  the  energy  saved 
by  recycling  a  single  can. 


Today,  the  energy 

saved  from 

recycling 
aluminum  cans  is  enough  to  power 
the  city  of  Boston  for  one  full  year! 


At  Anheuser-Busch,     *X^ 
we're  saving  precious 
resources  and  energy  by 
recycling  nearly  as  much  alumi- 
num as  we  use.  In  1978,  we  established 
the  Container  Recovery  Corporation  -  the  world's 
largest  recycler  of  aluminum  cans.  And  since  then, 
we've  recycled  over  two  billion  pounds  of  aluminum- 


over  fourteen  billion  cans  last  year  alone. 
And  this  is  only  one  of  the  many  steps 
we've  taken  over  the  last  hundred  years 
to  help  eliminate  the  solid  waste  and  litter 
problems  that  face  our  nation.  We  believe 
that  the  world  we  all  share  is  only  given  to  us 
in  trust.  And  we're  trusted  to  preserve 
it  for  every  generation  to  come. 


A  Pledge  and  a  Promise.  Anheuser-Busch  Companies.  U^k 


c  1991  Anheuser-Busch.  Inc  .  Si  Louts.  Mo 
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A  strong  environmen- 
tal stance  can  boost  a 
company's  financial 
appeal 


A  fleet  bus  powered  by  natural  gas,  which  produces 
significantly  fewer  air  pollutants  than  gasoline. 

through  the  fuel's  lower  cost  (70  cents-80  cents, 
cheaper  than  an  equivalent  gallon  of  gasoline), 
says  the  AGA. 

Solid  Environmental  Policy  Is  a 
Good  Investment 

A  strong  environmental  stance  can  boost  a  com- 
pany's financial  appeal.  Cost  savings  from  envi- 
ronmental initiatives  are  part  of  this,  but 
changes  in  the  investment  community  are  also 
creating  the  need  for  environmental  action. 

For  instance,  today  companies  must  often 
show  environmental  soundness  to  get  financing. 
More  lenders  are  examining  the  environmental 
liabilities  of  businesses  seeking  loans,  and  dis- 
qualifying those  with  environmental  problems 
that  could  lead  to  expensive  cleanup  efforts, 

financial  penalties  or  civil  judgments. 
Large  institutional  investors  are  also 
adopting  such  policies. 

In  addition,  more  investment 
houses  are  starting  special  funds  that 
invest  in  companies  based  on  environ- 
mental considerations.  .In  .1990,  Merrill 
Lynch  launched  two  Environmental 
Technology  Trusts,  sector  funds  that 
both  sold  well.  Soon  afterward,  the 
company  created  its  Leo- Logical  Fund, 
which  invests  in  a  range  of  companies 
that  are  screened  by  lour  independent 
cm  ironinental  investment  analysis 
nuns.   The  fund's  29  members  include 
companies  whose  products  are  envi- 
ronmentally friendly,  firms  that  pro- 
\  nle  environmental  protection  or  reme- 
diation sen  ices  and  a  range  i>!  other 
companies  with  good  em  ironinental 
policies.  To  date,  the  fund  is  up  27%  Irom  its 
initial  offering  m    \ptil  l()l)().  "It  has  been  num- 
ber one  Of  number  (wo  among  all  these  funds," 


says  Merrill  Lynch 's  Stan  Craig, 
national  sales  and  marketing  manager, 
defined  asset  funds.  . 

Corporate  Environmental 
Policy  Improves  International 
Competitiveness 

Compliance  with  environmental  regu- 
lations seems  to  improve  a  company's 
strength  against  foreign  rivals.  Michael 
S.  Porter  of  the  Harvard  Business 
School  cites  many  reasons  why  indus- 
tries in  nations  with  strict  environ- 
mental laws  are  more  competitive. 

Porter  says  tough  environmental 
standards  force  companies  to  innovate 
and  upgrade  their  processes,  leading 
to  reduced  waste  and  improved  effi- 
ciency and  quality.  He  notes  that  Ger- 
man companies,  in  the  nation  with  perhaps  the 
world's  strictest  air  pollution  laws,  have  a  sig- 
nificant lead  in  patenting  and  exporting  air-pol- 
lution control  and  other  environmental  tech- 

The  Nuclear  Alternative 

Growing  public  concern  about  the  environment  may 
help  to  revitalize  the  nuclear  power  industry,  which 
stalled  in  the  1970s  due  to,  among  other  things, 
declining  electricity  demands,  a  licensing  process  that 
made  it  impossible  to  predict  the  final  costs  of  plants, 
expensive,  one-of-a-kind  plant  design  and  widespread 
public  opposition  after  the  Three  Mile  Island  accident 
in  1979. 

However,  the  U.S.  Council  for  Energy  Aware- 
ness, a  communications  association  for  the  commer- 
cial nuclear  power  industry,  says  that  public  attitudes 
about  nuclear  power  are  now  more  positive.    As 
Americans  recognize  the  environmental  benefits  of 
nuclear  power,  they  become  more  supportive,"  says 
spokesperson  Cathy  Roche. 

The  Council  believes  that  nuclear  power  is  a 
practical  source  of  electricity  that  produces  no  air- 
borne pollutants.  As  a  result,  says  Roche,  the  1 1 1 
nuclear  plants  that  supply  20°o  of  U.S.  electricity 
reduce  by  one-fifth  the  air  pollution  levels  that  would 
exist  if  all  U.S.  utilities  burned  fossil  fuels.  That  still 
leaves  the  issue  of  storage  and  disposal  technologies 
for  spent  fuel  waste  from  nuclear  plants. 

According  to  Roche,  handling  this  spent  fuel 
waste  poses  no  danger  to  pub'ic  health.  "No  one 
would  argue  that  nuclear  waste  should  be  handled 
casually.  But  it  has  been  handled  safely  in  nuclear 
facilities  for  decades."  she  says.  Of  course,  the  chal- 
lenge for  the  industry  is  developing  long-term  storage 
and  disposal  techniques  that  are  feasible  on  a  large 
scale,  environmentally  protective  and  acceptable  to 
the  public. 

In  terms  of  building  new  plants.  Roche  explains 
that  a  new  generation  of  standardized  plant  designs 
and  a  simplified  licensing  procedure  will  make  it  pos- 
sible to  take  a  nuclear  plant  from  blueprints  to  opera- 
tion in  five  years.  This  may  be  the  key  to  attracting 
investors  back  to  nuclear  energy. 


To  protect  the  environment, 
we  built  an  amazing  new  jet. 


: 


Amazing  because  it  hits  speeds  up  to  600  miles 
an  hour.  And  amazing  because  it's  made  out  of 
water.  You  see,  this  new  jet  was  developed  by 
Lufthansa  engineers  as  a  revolutionary  way  to 
strip  old  paint  off  planes  before  repainting.  Unlike 
the  past,  when  conventional  chemical  strippers 
had  to  be  used,  our  new  Aquastrip*  eliminates  all 
toxic  waste  by  removing  paint  with  high-speed 
jets  of  water.  The  process  is  100%  ecologically 
sound.  Aquastripping  is  another  example  of  the 
kind  of  passion  you'll  find  at  Lufthansa.  A  passion 
that  carries  people  around  the  world  better  than 
any  other  airline.  And  a  passion  that's  taking 
better  care  of  the  world  itself. 


A  passion  for  perfection 


SM 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta. 
USAir  and  Continental.  See  your  Travel  Agent  for  details. 
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Lufthansa's  Gate  Buffet  service  cut  waste  output  by  more 
than  3,700  tons  last  year.  p 


nologies.  He  also 
notes  that  up  to  70% 
of  the.  air-pollution 
control  equipment 
sold  in  the  United 
States  is  manufao. 
tured  abroad. 

Porter  also 
observes  that  the 
American  industries 
that  were  the  first, 
forced  to  meet  tight 
environmental  and 
anti-pollution  stan- 
dards -i  including 
paints,  synthetics, 
plastics  and  chemicals 
-  have  improved  their 
international  trade 
performance.  And  he 
notes  America  is  a 
world  leader  in  spe- 
cific areas,  such  as 
the  pesticide  indus- 
try, that  have  had  to 
comply  with  the  strictest  regulations. 

Some  companies  have  taken  this  message  to 
heart.  Korea's  giant  Samsung  Group,  which 
manufactures  textiles,  electronic  products  and 
chemicals,  has  adopted  environmental 
standards  30%  to  50%  stricter  than 
those  of  South  Korean  law.  In  1991, 
Samsung  invested  $71  million  in  anti- 
pollution and  environmental  preserva- 
tion activities.  Samsung  also  runs  South 
Korea's  only  private  environmental 
research  institute,  which  develops 
advanced  water  and  air  decontamination 
technologies.  A  Samsung  subsidiary  is 
planning  a  "No  Pollu- 
tion Factory'  with  the 
knowledge  and  techni- 
cal advances  yielded  by 
the  company's  invest- 
ments in  the  environ- 
ment. 

German}  's 
Lufthansa  also  has  a 
well  established  envi- 
ronmental program. 
\i  .  taping  to  Peter  Rei- 
chowi  Lufthansa's  man- 
ager  I«m-  environmental 

issues.  "\\  e  are  t  (instantly  looking  lor  new  way  8 

to  reduce  waste  and  pollution.  We  consider 
environmental  protection  a  major  corporate 
responsibility."  In  addition  to  using  a  new  gen- 
eration ol  quieter,  more  ruel-erhcierrt  aircraft) 
last  year  Lufthansa  introduced  I  re>  olutionarj 

food  ser\jee  i  oin  ept  called  "Ciate  Hnllet     on  its 

shorter  intra-Germany  flights.  At  most  German 
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airports,  Gate  Buffet 
allows  passengers  to 
select  what  they 
want  instead  of 
receiving  pre-pack- 
aged snacks  on 
board.  Lufthansa 
has  already  saved 
140  boxcar  loads  of 
rubbish,  cutting  its 
waste  output  by 
more  than  3,700 
tons  last  year. 

Lufthansa  has 
also  developed  an 
environmentally  safe 
procedure  to  remove 
old  paint  from  its 
aircraft.  Known  as 
"Aquastripping, "  the 
new  system  will  be 
used  at  a  new  paint 
hall  the  airline  is 
building  at  its  tech- 
nical center  in  Ham- 
burg. Aquastripping  uses  pure  water,  which  is 
sprayed  at  an  acute  angle  to  the  aircraft  from 
high  pressure  jets.  The  water  forces  its  way 
under  the  old  coat  of  paint  and  removes  it.  The 
only  residue  is  in  the  form  of  paint  particles  that 
can  be  filtered  out  of  the  water.  Most  of  the 
water  can  then  be  recycled. 

Meeting  the  Environmental  Challenge  ' 

Environmental  controls  and  increasing  public 
awareness  are  here  to  stay.  Companies  that  can 
adapt  to  the  changes  brought  on  by  these  phe- 
nomena are  far  more  likely  to  survive  and  flour- 
ish as  we  approach  the  21st  century;  from  all 
appearances,  many  firms  are  rising  to  meet  this 
challenge  aggressively  and  successfully.  What 
they  share  is  a  recognition  and  acceptance  ol  a 
major  societal  trend  and  a  determination  to  turn 
it  to  their  advantage. 

These  companies  also  understand  that  cor- 
porate environmentalist!!  is  not  a  quick-fix  rem- 
edv  OT  a  panacea.  Staking  out  a  strong  en\  iron- 
mental  position  can  be  an  immensely  complex 
task,  with  risks  that  are  often  difficult  to 
An  environmental  policy  must  therefore  be  for- 
mulated anil  implemented  with  great  care 

The  companies  that  strike  this  balance  will 
be  able  to  stay  ahead  ol  the  environmentally 
driven  curves  ol  regulation,  market  demand, 
product  innovation  ^nA  public  opinion. ♦ 

Author  I -awrence  G.  Buc  is  a  senior  \ice  president  and 
management  committee  member  ol  ICP  International, 
Inc.,  tne  nation's  preeminent  environmental  and  engi- 
neering services  firm.  Mr.  Buc  specializes  in  the  eco- 
nomics of  environmental  regulation  and  in  strategic 
planning. 
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IS  TIME  RUNNING  OUT  FOR 
AMERICA'S  FORESTS? 

The  future  of  the  nations  forests  is  an  important  concern.  Forests  produce 
wood  and  paper.  They  provide  habitat  for  wildlife.  They  add  oxygen  to  the 
air.  They're  essential  for  soil  and  water  quality. 

That's  why  Americas  leading  forest  products  companies  are  now  plant- 
ing over  3,300,000  trees  every  day.  Far  more  than  we  harvest.  And  why  we're 
helping  preserve  undeveloped  land  for  wildlife  —  like  the  Sandy  Run  Wildlife 
Area  in  North  Carolina,  and  a  habitat  for  grizzly  bears  in  Montana. 

We  need  trees  as  much  as  we  need  wood.  It's  an  idea  whose  time  has 
come.  To  help  us  protect  the  future  of  our  forests,  call  1-800-388-TREE. 

m  AMERICAN  FOREST  COUNCIL 

MANAGING  THE  FUTURE  (^AMERICA'S  FORESTS. 
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Mead  Corp.  Packaging  Corporation  of  Amerjca  Potlatch  Scott  Paper  Company  Simpson  Timber  Temple-Inland  Union  Camp  Cor?.  Weyerhaeuser  Willamette  Industries 
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He's  actually  looking  for  ways 
to  improve  your  bottom  line. 


Whether  he's  identifying  risks  that  may  affect  asset 
iiluations,  conducting  on-site  assessments  anywhere  in  the  world, 
r  engineering  and  implementing  solutions  to  your  cleanup  problems, 
lie  goal  of  everyone  at  ICF  International  is  the  same  as  yours  —  to 
i:ep  your  business  strong.  That  business  orientation  and  focus  on  the 
httom  line  has  mad'1  ICF  International  the  choice  of  Mitsubishi, 
|TV  Corporation,  and  a  host  >f  other  Fortune  1000  companies 
|r  whom  weVe  saved  million  ■  of  dollars  in  project  after  project. 

And  now  we'd  like  to  work  for  you.  Whether  you  have  an 
lmediate  need  or  you're  planning  ahead,  ICF  International  can  help. 


We  understand  the  scientific,  engineering,  and  economic 
aspects  of  environmental  issues,  so  we  ^.m  devise  innovative  an,- 
effective  solutions.  And  with  major  projects,  such  as  the  $(>  billion 
Boston  Harbor  cleanup,  our  technical  management  capabilities  speak 
for  themselves.  Let  us  help  make  vour  bottom  line  better  than  ( 

ICF  INTERNATIONAL,  INC. 


^ 


Call  ICF  Intern a riorul 
it  (703)  934-3004 


1(1  is  proud  to  be  a  partner  in  BPA's  Green  1  igfatt  Program:  Pollution  Prevention  at  a  Profit 


In  election  after  election,  the  Democrats  have  lost  the  White  House  on  a 
bash-the-wealthy  platform.  Here's  a  suggestion  as  to  how  a  Democrat 
could  win  on  an  increase-the-wealth  ticket. 

Bush  has  abandoned 
Reaganism; 
the  Democrats 
should  embrace  it 


By  Jude  Wanniski 

The  seeming  invincibility  of 
George  Bush  is  a  terrible  hurdle  for 
the  Democrats  as  they  contemplate 
the  election  against  him  next  year.  If 
they  attack  him  in  traditional  Demo- 
crat fashion,  he  is  unbeatable. 

The  President  has  the  respect  of  the 
nation  and  the  world  for  his  interna- 
tional leadership.  There  is  no  Demo- 
crat available  who  can  match  the  Pres- 
ident on  foreign  policy  credentials. 

In  domestic  affairs,  he  seems  less 
formidable.  The  economy  has  not 
performed  well  since  the  Bush  presi- 
dency began,  and,  at  this  writing, 
remains  stagnant,  with  the  resources 
needed  to  address  critical  domestic 
concerns  steadily  shrinking.  Yet,  by 
traditional  analysis,  the  President  ap- 
pears unassailable  here  as  well.  The 
economy  seems  to  be  inching  out  of 
recession,  and  the  consensus  reckons 
that  it  will  grow  steadily,  albeit  slowly, 
into  the  foreseeable  future. 

Several  specific  sectors  are  of  con- 
cern to  the  public,  the  polls  indicate — 
health  care,  education  and  the  envi- 
ronment especially.  But  with  federal 
budget  deficits  rising  during  the  re- 
cession well  past  the  $300  billion 

Jude  Wanniski  is  president  of  Polyconomics 
Inc.  This  article  is  an  adaptation  of  a  longer 
essay,  "A  Democratic  White  House 
Scenario,"  published  by  his  firm. 
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level,  the  Democrats  seem  bound 
hand  and  foot  by  a  budget  agreement 
the  Congress  made  last  year  with  the 
White  House  that  forecloses  prag- 
matic solutions. 

Is  the  Democratic  case  hopeless? 
No. 

The  first  thing  our  hypothetical 
Democrat  should  do  is  drastically  dis- 
count the  importance  of  public  opin- 
ion polls;  they  simply  rediscover  con- 
ventional wisdom,  which  is  a  blind 
alley.  In  the  same  way,  the  traditional 
bash-the-affluent  stratagems  that  can 
be  bought  from  the  political  industry 


inside  the  Beltway  should  be  avoided. 
Jimmy  Carter,  Walter  Mondale  and 
Michael  Dukakis  have  squeezed  the 
last  drops  from  that  lemon. 

Our  Democrat  has  to  literally 
throw  away  the  book  on  how  to  be 
elected  and  write  a  new  one. 

Ronald  Reagan,  of  all  people,  has 
shown  the  way  it  can  be  done.  In 
January  1980  Reagan  conceptualized 
the  campaign  as  one  in  which  he 
would  represent  the  interests  of  Main 
Street  business.  When  told  only  three 
chief  executives  of  the  top  500  com- 
panies had  endorsed  his  candidacy  at 
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Performance,  not  promises,  from  the  largest 
recruiting  firm  in  the  world.  Our  contingency  fee 
structure  assures  your  satisfaction.  Look  in  the 
white  pages  for  the  office  nearest  you.  k 
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#1  Tax-Free 


Money  Market  Fund. 


Tax-Equivalent 
Effective  Yield2 


The  Strong  Municipal  Money  Market 
Fund  was  ranked  #1  out  of  116  short- 
term,  tax-exempt  funds  for  the  past  year  by 
Lipper  Analytical  Services.1  The  Fund  seeks 
to  provide  high  income,  helps  cut  your  taxes, 
and  offers  money  market  safety.  You  also  get: 

•  24-hour  personalized  service 

•  No  sales  or  redemption  charges 

•  Telephone  purchase  privileges 

•  Free  check  writing 

CALL  1800  368-1030 

24  hours,  toll-free. 

Strong  Municipal 
Money  Market  Fund 


S3S% 

Effective  Yield3 

$.22% 

Current  Yield-" 


STRONG 


P.O.  Box  2920,  Milwaukee,  WI 53201 


'Rank  is  for  ihe  period  8/30/90  -8/30/91. 2Basedonthc3r<'  federal  tax  rate  ■Effective)  icldassumes 
reinvested  income.  Annual  i/cd  historical  yieldsare  tor  the  7  days  ended  10/2/91  and  are  no  guarantee 
of  future  performance.  The  advisor  has  temporarily  waived  expenses  of  .10% ,  which  increased  the 
yield.  Yields  will  fluctuate  and  may  be  subject  to  state  and  local  laves  and.  depending  on  yvuir  ta\ 
status,  the  Alternative  Minimum  Tax.  An  investment  in  the  Fund  is  neither  insured  nor  guaranteed 
by  the  U.S.  government .  and  there  can  be  DO  assurance  that  the  Fund  will  be  able  to  maintain  a 
stable  net  asset  value  of  $1.00  per  share  R>1  more  complete  information,  including  expenses,  call 
or  write  for  a  free  prospectus.  Please  read  it  carelulK  before  you  invest  or  send  mone\    KHM1I1N1 


Democrats 

that  point,  Reagan  said  he  would  be 
happy  to  have  his  opponents  share  the 
other  497.  "I've  got  to  be  the  candi- 
date of  the  shopkeeper,  the  farmer, 
the  independent,  the  entrepreneur," 
Reagan  said.  "There  are  a  lot  more  of 
them." 

The  appropriate  concept  for  a 
Democrat  in  1992  would  be  to  ap- 
proach the  traditional  Democratic  co- 
alition of  labor,  the  minorities  and  the 
disadvantaged  in  a  different  way.  In- 
stead of  offering  to  take  from  the 
affluent  for  the  benefit  of  the  nonaf- 
fluent,  the  Democratic  candidate 
should  offer  a  platform  of  putting 
wealth  and  affluence  within  the  reach 
of  more  people,  especially  minorities. 

The  Democratic  candidate  is  free  to 
embrace  this  concept  where  President 
Bush  is  constrained.  Unlike  Reagan, 
who  was  born  into  a  relatively  poor. 
Democratic  family,  George  Bush  was 
born  to  wealth  and  establishment  Re- 
publicanism, grafting  on  to  himself 
the  experience  of  entrepreneurial  cap 
italism  in  his  Texas  days  as  an  oil 
independent.  His  Administration  is 
dominated  by  establishment,  country 
club  Republicanism.  Where  Reagan's 
cronies  in  his  "Kitchen  Cabinet" 
were  for  the  most  part  self-made  busi- 
nessmen, President  Bush  remains 
most  comfortable  with  the  captains  oi 
industry,  corporate  bureaucrats,  gen- 
tlemen schooled  in  the  Ivy  League. 

There  is  nothing  wrong  with  John 
Akers,    chairman    of  IBM,    or    Paul 
O'Neill,  chairman  of  Alcoa,  the  Pre 
dent's  closest  corporate  friends.  But 
none  of  these  gentlemen  has  the  raw 
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KRIS  MATSON  HELPED  THIS  WORKER  GO 
FROM  A  BAD  ACCIDENT  INTO  A  NEW  CAREER. 


THERE  WHEN  IT  COUNTS. 


The  fall  not  only  severely 
damaged  the  construction 
worker's  shoulder— it  threw  him 
into  a  deep  depression:  he  was 
considered  permanently  and 
totally  disabled.  But  Continental 
senior  rehabilitation  coordinator 
Kris  Matson  persevered,  and 
helped  both  the  worker  and  his 
employer. 


"We  knew  this 
man  had  an 
interest  in  fish- 
ing" recalls  Kris. 
"So  we  helped 
him  turn  that 
into  a  rewarding, 
full-time  career!' 


First  Kris,  a  Certified  Insurance 
Rehabilitation  Specialist,  made 
sure  nothing  more  could  be 
done  surgically  to  correct  the 
damage.Then  she  found  a 
retired  Navy  captain  who  taught 
the  worker  to  repair  and  cus- 
tomize rods  and  reels  at  home. 
He  is  now  busy,  happy— and  self- 
sufficient.  And  that  helps  hold 
down  insurance  costs,  which 
benefits  everybody. 

Continental  has  a  lot  of  dedi- 
cated people  like  Kris.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 
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Doing 

Business  with 
Confucius. 


It's  a  well-known   fact:  some 

Asian    countries   are   among   the 

^^^_^^_—    world's  leading  econ- 

The  success  omies. 

of  the  Confucian  Looking     closer 

philosophy  at  the  causes,  one 

in  the  computer      of    the    first    things 

age.  that  springs  to  mind 

are  the  teachings  of 

Confucius,  dating  from  over  2,500 

years  ago  -  a  school  of  thought 

which    laid    the    groundwork    for 

an  unusually  favorable  economic 

environment. 


The  foundation  for  success  has 
been  built  on  an  uncompromising 
recognition  of  competence,  the 
importance  of  getting  a  good  edu- 
cation, and  especially  the  indi- 
vidual's profound  feeling  of  being 
at  one  with  both  society  and 
his  employer. 

It  goes  without  saying  that 
such  strengths,  which  have  evolved 
over  generations,  also  involve 
duties.  For  in  order  to  sustain  the 
climate  of  harmony,  each  individual 
is  expected  to  comply  with  various, 


and  at  times  subtle,  rules  of  behavior. 

To  take  an  example:  those 
much-beloved  and  protracted 
business  dinners  are  not  designed 
primarily  as  a  medium  for  business 
negotiations. 

But  by  fostering  a  state  of  har- 
mony and  creating  the  correct 
atmosphere,  they  do  help  one 
successfully  conduct  business. 

If  in  the  course  of  negotiations 
you  are  confronted  with  a  situation 
where  you  could  in  some  way 
cause   your  counterpart  to  "lose 


face,"  you  should  refrain  from  per- 
sisting even  if  you  are  clearly  in  the 
right.  You  can  expect  this  demon- 
stration of  good  will  to  be  met  with 
grateful  recognition,  even  if  none  of 
those  present  openly  show  it. 

By  behaving  in  this  way,  you 
will  have  by  no  means  lost  in- 
fluence. On  the  contrary,  you  will 
have  shown  that  you  have  taken 
to  heart  the  most  important  rule 
of  conduct:  in  a  dignified  manner, 
always  permit  your  counterpart  to 
save  face.  And  by  doing  so,  you  will 


also    further   your   own    interests. 

Business  in  Asia  requires  pa- 
tience and  time.  But  once  accept- 
ed, you'll  always  be  accepted. 

Dresdner  Bank  has  been  an 
active  and  respected  member  of 
the  Asian  business  scene  for  many 
years  now,  with  nearly  five  hundred 
committed  professionals  -  both 
western  and  eastern  -  serving 
customers  with  their  experience 
and  expertise. 

Our  customers  know  they 
can  rely  on  us  to  help  bring  their 


interests    into    harmony   with    the 
various   Asian    mar-    


kets,   each    with    its     Striving  for 
own  particular  local     harmony  as  a 
business  customs.       formula  for 

And    yet,    every     competitive 
day    even    we    still     success. 
learn  something  new. 

That  is  how  it  should  be.  For,  in 
the  words  of  a  Chinese  proverb, 
continually  striving  to  secure  long- 
term  success  is  more  important 
than  "quickly  plucking  a  feather 
from  a  passing  goose." 


Dresdner  Bank 
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Democrats 


aspirations  of  those  at  the  bottom  of 
the  opportunity  ladder. 

Contrary  to  the  assertions  of  the 
Beltway  Democrats,  ordinary  Ameri- 
cans are  suffering  not  from  a  shortage 
of  income  but  from  a  shortage  of 
capital,  that  is,  the  financial  means  to 
achieve  their  aspirations.  For  exam- 
ple, the  aftertax  earnings  of  an  18- 
year-old  entering  the  work  force  on  a 
full-time  basis  in  1982  rose  by  a  full 
50%  by  the  time  he  or  she  turned  25  in 
1989,  at  the  end  of  the  Reagan  eco- 
nomic boom.  The  "average  nonsu- 
pervisory  wage"  fell  because  the  labor 
force  was  flooded  with  20  million 
entry- level  workers  between  1982 
and  1989,  not  because  workers  al- 
ready in  the  labor  force  suffered  a 
decline  in  real  earnings.  In  terms  of 
current  consumption,  Americans  are 
much  better  off  than  a  decade  ago.  A 
comparable  car,  for  example,  now 
costs  only  12  weeks  of  average  pay, 
against  14  weeks  in  1981. 

But,  while  enjoying  a  better  stan- 
dard of  living,  the  typical  American 
can't  acquire  capital — to  buy  a  home, 
start  a  business,  finance  a  college  edu- 
cation, secure  retirement  income. 
The  kinds  of  assets  ordinary  people 
own,  if  any,  have  not  done  well  re- 
cently. After  inflation,  the  capitaliza- 
tion of  traded  equities  and  the  price  of 
U.S.  housing  stock  have  fallen  since 
the  1987  peak,  and  along  with  them 
the  net  worth  of  households.  The 
number  of  businesses  incorporated,  a 
rough  sort  of  "opportunity  index," 
has  fallen  each  year  since  1 987;  during 
1987  91,  it  fell  by  almost  10%. 


In  short,  the  ability  of  Americans  to 
climb  the  opportunity  ladder  has  de- 
teriorated since  1987.  Joshua  Smith, 
chairman  of  the  Presidential  Commis- 
sion on  Minority  Business  &  Devel- 
opment, reports  that  there  were  fewer 
black-owned  businesses  by  the  end  of 
the  1980s  than  at  the  outset,  which  is 
no  surprise,  since  those  at  the  bottom 
of  the  opportunity  ladder  suffer  most 
when  the  ascent  is  blocked. 

A  Democratic  presidential  candi- 
date might  express  himself  as  follows 
with  a  specific  domestic  agenda: 

"As  President,  I  will  break  down 
the  barriers  to  opportunity  that  pre- 
vent ordinary  Americans  from  fulfill- 
ing their  aspirations,  by  lifting  the  tax 
burdens  that  crush  middle-class  fam- 
ilies, the  working  poor  and  small  en- 
terprise. I  will  bring  the  personal  in- 
come tax  exemption  back  to  where  it 
was  a  generation  ago  in  real  purchas- 
ing power,  to  roughly  $5,000. 

"I  will  let  America's  struggling 
small  businesses  grow  again,  phasing 
out  the  capital  gains  tax  in  a  way  that 
both  creates  capital  and  helps  make  it 
accessible  to  those  who  cannot  now 
get  it,  those  at  the  bottom  of  the 
ladder  of  opportunity.  I  will  cut  Social 
Security  taxes,  which  the  Republican 
Administration  has  used  to  put  the 
burden  of  the  deficit  on  America's 
poorest  workers.  And  I  will  raise  the 
tax  rate  on  incomes  over  $1  million  to 
35%.  Our  deficit  is  out  of  control 
because  the  Republicans  have  failed 
to  stimulate  economic  growth." 

Rather  than  opposing  cuts  in  the 
capital  gains  tax  in  knee-jerk  fashion, 


the  Democrats  should  embrace  the 
cuts,  for  a  tax  on  capital  gains  is  a  tax 
on  opportunity,  not  a  tax  on  wealth. 
In  both  1989  and  1990  the  President 
backed  away  from  fighting  for  lower 
capital  gains  taxes  on  the  advice  of  his 
Ivy  League  team,  which  swamped  the 
Texas  experience  that  led  him  to  his 
capital  gains  position  in  the  first  place. 
In  1990  he  even  abandoned  his  no- 
new- taxes  pledge  to  achieve  a  budget 
agreement  celebrated  by  establish- 
ment Republicans,  an  agreement  that 
locked  in  the  current  recession.  The 
recession  produced  budget  deficits  so 
embarrassing  they  have  been  scrupu- 
lously ignored  by  both  political  par- 
ties and  the  establishment  press. 

In  1980  the  concept  of  Reagan's 
campaign  was  one  of  economic 
growth,  and  the  cutting  edge  was  his 
pledge  to  cut  income  taxes  by  a  third, 
replicating  the  Kennedy  tax  cuts  that 
brought  the  mid-1960s  boom.  Rea- 
gan, in  fact,  was  shameless  in  identify- 
ing his  tax  plank  with  J.F.K.'s.  The 
Democratic  candidate  should  be 
shameless  in  identifying  this  plank 
with  both  Reagan  and  J.F.K. 

How  do  you  sell  the  capital  gains 
tax  as  anything  other  than  a  "give- 
away" to  the  rich?  Imagine  a  horse 
race,  with  the  favorite  going  oft  at 
even  money,  another  at  2-to-l,  an- 
other at  5-to-l,  another  at  10-to-l, 
another  at  20-to-l,  and  the  longest 
shot  at  40-to- 1 .  Imagine  the  40-to- 1 
horse  wins,  but  when  the  bettors  ar- 
rive at  the  pari-mutuel  window  to 
collect,  an  IRS  agent  is  on  hand  to  skim 
all  but  $4  from  a  $2  bet. 
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Who  would  have  thought  driver  fatigue  could 
be  reduced  by  something  as  seemingly  insignificant 
as  the  direction  of  a  3/16  inch  stitch? 


The  seams  in  the  driver's  seat  are  stitched 


in  a  vertical  direction,  because  the  muscles 


(j4  3     m  your  neck,  back  and  legs  run 
that  way.  This  makes  the  Infiniti  Q45™a  more 
comfortable  car.  And  driving  less  fatiguing. 


WeVe  also  hidden  the  seams  on  the 


gearshift  selector  and  steering  wheel. 


Because  it's  nicer  to  the  human  touch. 


And  thinking  like  this  isn't  just  con- 


fined to  the  interior.  The  entire  car  is 


derived  not  from  other  automakers,  but  from  the  imagination.  You  can  feel  it  everywhere. 

You'll  feel  it  in  the  power  of  the  32-valve,278  horsepower, V8  engine.  In  the  control 
of  the  Q45  with  Full-Active  Suspension™  an  engineering  first  which  so  impressed  the 
editors  of  Road  &JTrack  magazine,  they  voted 
it  one  of  the  ten  best  cars  in  the  world. 

Admittedly,  you  may  not  notice  the  luxury  of  something  as  small  as  a  stitch  right  away. 
But  what's  important  to  Infiniti  is  that,  somewhere  down  the  road,  you  will. 


lb  arrange  a  guest  drive,  call  1-800-826-6500. 
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INFINITI 


Not  SinceThe  1830s  Has  Georgia 

s  To  Strike  It  Rich. 


Over  a  century-and-a-half  ago,  Benjamin 
Parks'  discovery  of  gold  in  Georgia  triggered 
America's  first  gold  rush. 

Today,  modem-day  firms  seeking  to 
strike  it  rich  are  rewarded  with  an  even 
greater  discovery:  Albany,  Athens, 
Augusta,  Columbus,  Macon  and 
Savannah.  ** 

— THERE'S  MORE  TO  GEORGIA 
THAN  ATLANTA 

These  key  metro  areas  offer  you  a 
dramatic  perspective  on  the  scope  of 
Georgia's  new  sophistication,  plus  a  vigor  and 
personality  to  take  up  where  Atlanta  leaves  off. 

High-tech  manufacturing.  Skilled  workers.  Efficient 
distribution.  Global  telecommunications.  Superior  infrastructures.  Abundant 
natural  resources.  Progressive  local  governments.  Cultural  pizzazz.  And 
some  darned  good  places  to  live. 

— GLASNOST  IS  COMING  TO  SAVANNAH — 
Savannah,  for  instance,  is  a  modem  deep-water  seaport  that  serves  the 
world's  largest  container  ships.  Here  your  company  can  expedite  cargo  to  and 
from  any  part  of  the  globe. 

And,  did  you  know  that  Savannah  also 
hums  with  industry?  Union  Camp,  Great 
Dane  Trailers,  and  Dixie  Crystals  Sugar  have 
been  here  for  generations.  You'll  also  find  a 
high-tech  focus.  In  fact,  home-grown  Gulf 
Aerospace  Corp.  is  working  with  the  Soviets  to  build  the  world's  first  supersonic 
business  jet  right  here  in  Savannah. 

"MACON  A.K.A.  AEROSPACE  ALLEY- 
Macon  and  Central  Georgia  shine  because  of  their  closeness  to  Atlanta's 
International  Airport.  In  addition,  this  geographic  hub  of  Georgia  is  the 
Interstate  crossroads  of  a  consumer  market  that  includes  six  states  and  36 

million  people. 

Scores  of  national  companies  have 
service  centers  here.  And  with  its  soaring 
aerospace  industry- firms  like  Boeing, 
McDonnell  Douglas,  Zantop,  Northrop- 
Macon's  labor  force  abounds  with  high- 
tech  engineers  and  computer  specialists,  as  well  as  machinists,  technicians, 
and  metal  workers. 

"AMERICA  DISCOVERS  COLUMBUS- 
Thanh  to  its  strong  community  leadership,  Columbus  is  an  international 
city  with  a  powerful  aptitude  lor  international  business. The  labor  force 
here  is  skilled.  The  economic  base  is  diverse.  The  work  ethic  is  energetic. 
And  the  accent  is  on  getting  the  job  done-prolitably. 

No  wonder  Columbus'  roster  ol  eompa 
nies  reads  like  a  who's  who  ol  international 
business:  AFLAC,  AT&T,  Lummus  Industries, 
MUTFX  (Matsushita/Kodak).  Pratt  & 
Whitney, Textron,  I  Iniversal  Card  Services, 
W.C.  Bradley,  and  others. 

No  wonder,  too,  that  Columbus  was 


named  one  of  America 's  Most  Entrepreneurial  Cities 
by  Inc.  Magazine. 

"AUGUSTA  GOES  FOR  THE  GOLD- 
*.';  Augusta,  host  city  of  the  annual  Masters 

golf  championship,  also  has  a  serious 
business  side. 

Georgia's  second  largest 
metro  area,  with  half-a-mil- 
lion  residents,  presents  you 
with  a  labor  force  skilled  in  pre- 
cision manufacturing,  technology, 
data  processing  and  bio-engineering. 
Here,  eleven  major  hospitals  and  the 
Medical  College  of  Georgia  employ  over 
25,000  people.  And  45,000  more  skilled  pro- 
fessionals work  with  a  variety  of  leading-edge 
employers. 

Including  the  Fort  Gordon  communications 
training  center.  The  Westinghouse  Savannah 
River  Site.  And  G.D.  Searle  and  Company, 
manufacturer  of  quality  medicines.  To  name 
just  a  few. 

"THE  WORLD  WAKES  UP  TO  ATHENS- 
Innovation  hasn't  slept  in  Athens  since  Dr.  Crawford  Long  discovered  ether 
as  a  surgical  anesthesia  here  back  in  1842. 

Indeed,  Athens'  educated  work  force,  and  its  bustling  University-  of  Georgia 
campus,  attracts  the  world's  high-tech  front- 
runners:  DuPont,  International  Paper, 
Johnson  &  Johnson,  and  Rhone  Merieux- 
a  global  leader  in  medical  products. 

The  scenic  beauty  here  is  inspiring.  And, 
thanks  to  Athens  Tech's  affiliation  with 
Kepner  Tregoe  and  the  JIT  Institute  of  Technology-,  worid  class  manufacturing 
skills  are  as  commonplace  as  Georgia  pine  trees. 

"ALBANY,  DEEP  IN  WATER  AND  WORKERS  ~ 
Albany's  vast  resources  of  pure  water  and  its  abundant  supply  of  skilled 
labor  are  both  ready  to  work. 

Perhaps  that's  why  companies  such  as  Miller  Brewing  Company,  Merck, 

Proctor  &  Gamble  and  Cooper  Tire  & 
Rubber  have  been  drawn  here. 

You'll  also  find  swift  access  to  market 
distribution.  A  low  cost  ol  living  index.  .And 
one  ot  the  lop  100  retail  markets  in  the  U.S. 
Asa  lountainhead  ol  pure  water,  human 
resources,  and  much  more,  it's  easy  to  sec  how  Albany  can  pump  out  rich 
returns  to  its  business  community,  "lour  company,  too. 

K  i  svt  more  tacts  about  any  one  or  all  ol  these  Georgia  rises,  please  wnte  to 
Charles  Gatlin,  Georgia  Department  ol  Industry,  fiade&  lourism,  Dcpt.  FBS 
P.O.  Box  1 776.  Atlanta.  GA  3030 1.  Q  call  as  at  404-656-9306. 

Thanks  to  Albany.  Athens. 
Augusta,  Columbus,  Macon  and 
Savannah,  golden  opportunities  can 
really  pan  out  lor  you  in  Georgia. 


GEORGIA 

The  State  of  Business  Today 


Democrats 

If  the  reward  for  risk-taking  is  con- 
fiscated, two  things  happen.  Bettors 
stick  to  the  front-runners,  and  long 
shots  never  enter  the  race.  In  the 
extreme,  there  is  only  one  horse  and 
one  bettor  in  the  race.  This  one  horse, 
one  bettor  concept  underlay  commu- 
nism. All  rewards  are  equal  when 
there  is  only  one  company,  one  chair- 
man, one  bank.  The  distress  associat- 
ed with  capitalism — financial  panics, 
bankruptcies,  unemployment,  pover- 
ty— can  be  avoided. 

And  we  all  saw  where  that  got  the 
Soviet  Union  and  its  emulators 
throughout  the  world.  Yet  in  the  U.S. 
today,  as  well  as  in  most  of  the  world, 
even  as  we  celebrate  the  collapse  of 
communism,  economic  policymak- 
ing in  general  favors  the  front-runners 
and  discourages  the  long  shots.  The 
Democrats  need  a  platform  that  will 
promise  to  open  opportunity  to  the 
long  shots — as  Reagan  did.  Today 
African-Americans  and  Hispanic- 
Americans,  as  classes  the  longest  shots 
in  the  economy,  are  almost  complete- 
ly cut  off  from  capital  sources. 

A  number  of  potential  Democratic 
nominees  have  taken  a  small  bite  out 
of  this  issue:  Paul  Tsongas,  Mario 
Cuomo  and  Bill  Clinton  have  made 
more  or  less  timid  bows  in  the  direc- 
tion of  lower  capital  gains  taxes.  None 
of  these  goes  far  enough.  A  Democrat 
should  go  all  the  way  and  argue  for 
abolition  of  taxes  on  capital  gains. 

The  Bush  Administration  has 
locked  itself  into  a  position  with  the 
budget  agreement  whereby  it  is  diffi- 
cult for  it  to  propose  the  tax  cuts  that 
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T.  Howe  Price  International  Stock  Fund  has  outperformed  95%  of  all 
mutual  funds  for  the  10  years  ended  9/30/91.*  It  invests  in  established 
foreign  companies  to  enhance  your  return  potential  and 


diversify  your  investments. 
Call  for  a  free  guide.  Our  guide  to 
international  investing  discusses 
factors  you  should  consider  when 
investing  overseas,  including 
currency  fluctuations  and  other 
special  risks. 

$2,500  minimum  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  guide 

The  Basics  01 

International  Investing 

1-800-541-5861 


!       T.  Rowe  Price,  100  E.  Pratt  Street 
Baltimore,  MD  21202 
Send  The  Basics  Of  International 
Investing  guide,  and  a  prospectus 
with  more  complete  information, 
including  management  fees  and 
other  charges  and  expenses.  I  will 
read  the  prospectus  carefully 
before  I  invest  or  send  money. 


Name 


Address 


City/State/Zip 


Invest  With  Confidence 

TRoweRice 


ISF013560 


*  According  to  Upper  Analytical  Services,  Inc.,  which  ranked  International  Stock  Fund  #28  of  all  636 
mutual  funds  for  the  period  9/30/81  to  9/30/91.  Past  performance  cannot  guarantee  future  results. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Government-Backed  Quality 

VANGUARD'S  LOWER  COSTS 
MEAN  HIGHER  GNM A  YIELDS. 


If  you  are  seeking  high  current 
income  and  relative  safety  consider 
the  Vanguard  GNMA  Portfolio. 

This  actively  managed  portfolio 
invests  in  US.  Government  backed 
Ginnie  Mae  Certificates.  In  addition 
to  the  traditional  low-risk  and  high 
yield  of  Ginnie  Mae  investments, 
this  Portfolio  offers  the  extra  bene- 
fits of  Vanguards  cost  advantage. 
For  example,  the  Portfolio's  annual 
operating  costs,  as  a  percentage  of 
net  assets,  are  less  than  one-third 
the  average  for  a  fixed  income  fund 
-0.34%  vs.  1.06%?  And  all  things 
being  equal,  lower  costs  mean 
higher  yields. 

The  Federal  guarantee  assures 
timely  payment  of  principal  and 
interest  on  Ginnie  Maes  and  mini- 
mizes credit  risk.  The  share  price 
and  yield,  of  course,  will  fluctuate 
with  interest  rates.  Initial  invest- 
ment in  this  commission-free 
Portfolio:  $3000;  $500  for  IRAs. 


Call  1-800-831-1005 

Any  Hour,  Any  Day 

For  a  Free  GNMA  Portfolio 

Information  Kit. 

*Lipper-Director's  Analytical  Service. 

Please  send  me  a  free  GNMA  Portfolio 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money.  Also  send 
me  information  on: 
□  IRA  (71)    DKeogh/Pension(70) 

Vanguard  GNMA  Portfolio 

RO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address. 


City. 

(28) 


State - 


Zip. 


FBG1-315 
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CJOf  INVESTMENT  COMmNIES 


Democrats 


are  essential  to  get  the  economy 
growing  again.  In  addition  to  capital 
gains  tax  reform,  the  Democratic  plat- 
form should  embrace  at  least  the  con- 
cept of  New  York  Democratic  Sena- 
tor Daniel  Moynihan's  plan,  commit- 
ting itself  to  chipping  away  at  the 
payroll  tax  in  1993  and  doing  more  as 
the  economy  expands  in  the  future. 

Here's  another  issue  where  the 
Democrats  gain  by  abandoning  tradi- 
tional positions:  The  Democratic  po- 
sition that  developed  out  of  the  New 
Deal  Depression  mentality  is  that  be- 
cause there  are  too  few  jobs,  the 
elderly  should  be  forced  to  retire 
sooner  than  they  desire,  by  making 
Social  Security  payments  conditioned 
on  retirement.  This  is  another  mer- 
cantilist concept  that  became  em- 
braced by  organized  labor.  It  is  a  zero- 
sum  concept  that  can  be  understood 
only  by  thinking  of  sons  requiring  the 
retirement  of  their  fathers.  It  should 
be  addressed  in  the  1992  campaign, 
with  the  Democrats  liberating  them- 
selves from  this  millstone,  freeing  the 
elderly  to  work  if  they  choose,  with- 
out suffering  a  tax  penalty. 

Democrats  now  contemplating  a 
run  against  George  Bush  are  some- 
how tempted  to  run  against  Ronald 
Reagan  in  the  1980s,  even  though 
they  could  not  come  close  to  defeat- 
ing him  in  that  decade.  The  term  "the 
excesses  of  the  Eighties"  is  the  prima- 
ry banner  raised  against  that  objec- 
tive. They  think  this  a  populist  ap- 
proach, but  it  is  not.  It  uses  an  estab- 
lishment term,  reflecting  the  up- 
heavals       that        threatened        the 


establishment  with  the  threat  of  ram- 
pant entrepreneurial  capitalism. 

A  growth  Democrat  who  would  win 
in  1992  has  to  argue  that  economic 
growth,  the  kind  that  flows  from  an 
entrepreneurial  dynamic,  would  be  so 
bountiful  that  it  would  provide  its  own 
cleanup  resources.  A  Democratic  vi- 
sion can  anticipate  an  extra  $5  trillion 
of  gnp  providing  resources  for  a  variety 
of  public  purposes. 

A  Democratic  campaign  that  re- 
sembles a  Reagan  campaign  on  tax 
cuts  and  sound  money  would  seem 
almost  Republican,  though  the  ac- 
companying rhetoric  would  be  tai- 
lored to  the  Democratic  base.  On 
noneconomic  issues,  however,  the 
Democrats  would  not  have  to  give  up 
their  traditional  positions.  A  Demo- 
cratic presidential  candidate  could  be 
strongly  pro-choice  on  abortion,  anti- 
choice  on  education,  opposed  to  capi- 
tal punishment,  in  favor  of  affirmative 
action,  and  pledged  to  name  a  liberal 
to  the  Supreme  Court.  On  taxation, 
he  could  recommend  a  35%  income 
tax  bracket  for  incomes  above  $1 
million  and  an  end  to  programs  one 
might  characterize  as  corporate  so- 
cialism— the  tax  breaks,  credits  and 
subsidies  the  establishment  has  been 
successful  in  squeezing  from  the  Belt- 
way at  the  taxpayers'  expense. 

Observant  Democrats  have  noticed 
a  small  but  steady  erosion  of  their 
party's  hold  over  the  black  electorate. 
Shelby  Steele,  in  The  Content  of  Our 
Character:  A  New  Vision  of  Race  in 
America,  defines  the  emerging  frame- 
work of  a  new  perspective:  "It  is  time 


for  blacks  to  shift  from  fighting  for 
opportunity  to  the  seizing  of  it." 

Clearly,  entrepreneurial  capitalism 
offers  the  only  avenue  for  advance- 
ment of  black  America.  It  was  in  the 
period  between  1977  and  1982, 
when  the  Steiger  Amendment  cut  the 
capital  gains  tax  from  49%  to  28%, 
that  the  largest  expansion  ever  of 
black-owned  businesses  occurred — a 
mammoth  increase  of  50%.  One  of 
the  particularly  distinct  features  of  the 
economic  expansion  of  the  Reagan 
years  was  precisely  the  rapid  and  large 
growth  of  small  entrepreneurial  ven- 
tures, an  increase  of  65.4%.  It  was  also 
during  that  period  that  almost  90%  of 
all  jobs  created  in  the  industrialized 
world  were  within  the  U.S.,  where  20 
million  new  jobs  were  added.  More 
important,  95%  of  these  jobs  were 
created  by  half  a  million  growing 
companies,  while  the  Forbes  500s 
companies  lost  a  fifth  of  their  jobs. 
These  rates  of  growth  came  to  an  end 
last  year  under  President  Bush. 

The  prize  of  black  votes  will  go  to 
the  candidate  who  listens  and  who 
absorbs  the  appropriate  lessons  from 
the  debates  now  taking  place  within 
the  African-American  community. 
The  chief  lesson  is  that  the  standard 
Democratic  line  that  the  GOP  is  the 
party  of  tax  breaks  for  the  rich  doesn't 
sell  as  well  anymore.  There  arc  simply 
too  many  citizens  who  have  aspira- 
tions of  becoming  "rich."  These  peo- 
ple now  reject  the  tailed  zero-sum 
income  redistribution  schemes  that 
are  part  and  parcel  of  most  Demo 
crats'  policy  baggage.  H 
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When  it  comes  to  international  trade,  you  need 
a  bank  that  can  lead  you  in  the  right 


Too  often,  international  trade  financing  can  leave  you  with  the  feeling  that  you're  lost  at  sea. 
That's  precisely  why  you  need  a  bank  with  the  experience  to  guide  you  in  the  right  direction. 

The  Bank  of  New  York  has  been  a  leader  in  financing  global  trade  for  well  over  two  centuries. 
We  have  seasoned  personnel,  superior  electronic  capabilities  and  a  worldwide  network  of  offices  that  can 
provide  innovative  financing  and  guidance  for  your  international  trade  anywhere  in  the  world. 

Our  specialists  have  years  of  experience  in  dealing  with  all  major  government  and  private 
insurance  agencies.  In  fact,  The  Bank  of  New  York  is  a  leading  user  of  Foreign  Credit  Insurance 
Association  programs,  and  the  number  one  U.S.  bank  in  volume  of  Eximbank  transactions. 

What's  more,  our  vast  network  of  over  2,000  correspondent  banks  enables  us  to  assess 
and  respond  quickly  to  your  trade  finance  needs.  So  we  can  be  there  for  you.  No  matter  where  you 
happen  to  be.  TTJT? 

That's  why,  when  you're  involved  in  international  trade,  it  makes  sense  to  1  N  Vj 

involve  The  Bank  of  New  York.  For  more  information,  please  contact  Jeffrey  Lamia,  DA  1VTT7"  /^iC^ 
Senior  Vice  President  at  (212)  635-7603.  And  remember,  the  right  bank  can  make    AJ/\i  M  L\.  v^l 
all  the  difference  in  the  world. 


N 
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NEC  helps  the  children  of  Unda-Unda 
get  food  for  breakfast  and  food  for  thought. 


Morning  is  not  normally  a  happy  time  in  a 
land  plagued  by  unhealthy  water  and  too  little  to 
eat.  Often  it  means  just  one  more  day  coping  with 
malaria  and  hunger.  But  thanks  to  the  Christian 
Children's  Fund,  children  like  these  in  Zambia 
awake  to  hope  and  a  lot  more.  This  incredible 
organization  helps  over  500,000  children 
in  28  countries  receive  healthcare, 
nutrition,  housing  and— to  make  them        J£*, 
self-sufficient— education. 

The  Fund  accomplishes  its  life-saving  work  through 
generosity  and  perseverance,  with  a  little  help  from  technology.  At  its 
headquarters  in  Richmond,  Virginia,  is  a  network  of  NEC  Powermate  386 
computers.  Their  ability  to  process  thousands  of  international  transactions 
with  speed  and  accuracy  eliminates  the  need  for  more  costly  mainframes. 
Thus  allowing  more  to  be  spent  for  bread  and  for  books. 

You'll  find  the  products  of  NEC  in  corporations  large  and  small.  In 
public  and  private  institutions.  In  homes  around  the  world.  Putting  high 
technology  to  work  for  a  higher  quality  of  life. 

For  more  information,  call  us  at  1-800-338-9549. 
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NEC 


Quality  That  Proves  Itself. 


Communications  •Computers  •Electron  Devices 'Home  Entertainment 
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How  to  sell  $40  million  worth  of  funny-looking 
sandals  to  pinstripe  types. 

From 

Woodstock  to 
Wall  Street 


By  Cecily  Patterson 

In  the  late  1960s  Margot  Fraser  first 
tried  to  interest  a  Santa  Cruz,  Calif, 
shoe  store  owner  in  carrying  her  Bir- 
kenstock  orthopedic  sandals.  The 
footwear  was  shapeless  and  clunky, 
and  the  merchant's  reaction  was  frank 


and  immediate:  "I  could  never  sell 
that  shoe  in  my  store." 

He  might  have  been  right  at  the 
time,  but  times  change.  These  days 
comfort  is  in,  and  that's  exactly  what 
Birkenstock's    anatomically   molded 


Birkenstock's  Margot  Fraser 
Straightening  out  America's  toes. 


sandals  promise.  Based  in  Novato, 
Calif,  Fraser's  Birkenstock  Footprint 
Sandals,  Inc.  shipped  some  1  million 
pairs  of  the  bathtub- shaped  shoes  and 
clogs  in  fiscal  1991  (ended  Sept.  30), 
up  44%  from  1990.  Revenues  hit  S40 
million.  In  fact,  the  company  has  sold 
more  footwear  this  year  than  it  did 
during  the  entire  Age  of  Aquarius. 
Fraser  confidently  expects  to  double 
sales  next  year  and  break  the  SI 00 
million  mark  by  1995. 

Fraser  was  a  dress  designer  when 
she  happened  upon  Birkenstocks  dur- 
ing a  vacation  in  Germany,  where  the 
Birkenstock  family  had  been  manu- 
facturing shoes  and  shoe  parts  for  over 
200  years.  She  was  also  a  victim  of 
tight  shoes.  "Suffering  is  not  a  strong 
enough  word  for  the  shoes  I  used  to 
wear,"  she  says.  Birkenstocks,  with 
their  contoured  footbeds  made  of 
layers  of  suede,  jute  and  cork,  literally 
saved  Fraser's  feet;  she  even  claims 
that  the  sandals  helped  straighten  out 
her  toes. 

Fraser  knew  she  wasn't  the  only 
person  with  pinched  toes.  She  got  in 
touch  with  the  Birkenstock  factory 
and  started  bringing  the  shoes  over  on 
her  own. 

Rejected  by  local  shoe  stores  like 
the  one  in  Santa  Cruz,  she  decided  to 
tap  a  more  countercultural  customer 
base.  This  took  her  straight  to  health 
food  stores.  Birkenstocks'  early  buy- 
ers were  store  owners  who  had  to 
stand  behind  a  cash  register  all  day. 
They  bought  the  shoes  for  themselves 
and  then  sold  them  along  with  their 
\itamins,  granola  and  dried  fruit. 

Word  of  mouth  did  most  of  the  rest 
of  Fraser's  marketing  work.  For  many 
flower  children,  the  choice  was  either 
bare  feet  or  Birks. 

This   makes   the   development   o\ 
Fraser's  business  seem  to  have  been 
terribly  easy,  but  in  fact  it  took  pa  ! 
verance.  l-'raser  spent  three  vcars  bad 
gcring  the  company  in  Germany  b 
fore  it  made  her  sole  U.S.  distributor. 
Before  that,  she  simply  bought  the 
shoes — often   20   pairs   at   a   time — 
directly  from  the  factory  and  resold 
them.  They  arrived  parcel  post 

By  the  early  1970s  Birkenstocks 
had  become  standard  hippie  gear — 
devotees  nicknamed  them  "Berkclex 
Stocks.'1  Bui  then  the  WiXKlsnvk 
generation  grew  up,  m\<\  Iraser  had  a 
new  marketing  challenge    "W 
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A  rose  at  turndown 

service.  A  truffle  on 

your  pillow.  That's 

Hotel  Sofitel, 

in  seven  U.S. 

cities  where  your 

business  takes  you. 

Comfortable. 

Stylish.  Modern. 

Superb  cuisine. 

With  a  welcome 

touch  of  France. 

And  moderate  in 

size,  for  personal 

attention,  including 

concierge  service. 

Sofitel.  Just  ask  your 

travel  agent  or  call 

ResinTer  at 

1-800-SOFITEL 
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A  WORLDWIDE  QUALITY  SERVICE  OF  ACCOR 
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MARKETING 


Birkenstock's  slick 
new  sales  catalog 
Still  granola.  but 
in  a  silver  bowl. 


struggling  with  the  image  out  there  in 
the  public  that  we  were  a  hippie- 
shoe,  "  she  recalls.  "Wc  united  to 
change  that." 

So  Fraser  dragged  shaggy  Birken- 
Stock  into  the  Reagan  era    1   rsi  to 
in  early  1989  was  the  blocky  old  logo. 
"We  felt  we  needed  something  clean 
er  mh\  more  crisp,''  says  Prasei 

More  important,  Fraser  turned  her 
attention  to  the  shoe  itself,  which  had 
been  available  in  only  one  style  the 
unisex  two  strap,  brown  suede  An/o 


The  Birkenstock 
factory  in  Germany 
Moving  from  1 
style  to  over  125. 


na  model.  You'll  never  mistake  a  pair 
of  Birkenstocks  for  Charles  Jourdan 
pumps,  but  Fraser  worked  with  the 
German  factory  to  introduce  more 
styles  in  fashionable  colors  and  cover 
ings.  There  are  now  more  than  125 
varieties  of  shoes  available  in  such 
shades  as  mango,  moss,  fuchsia  and 
jnac  There  is  even  a  black  patent 
leather  women's  model  for  nights  on 
tin  t  iwn.  Average  price:  around  $60 
a  pair. 

Fraser  methodically  extended  the 


line.  Why  shouldn't  kids,  for  example, 
wear  comfy  shoes,  she  reasoned. 
Along  came  BirkiKids. 

Even  as  Fraser  broadened  Birken- 
stock's appeal,  shoe  buyers  were  look- 
ing for  more  comfortable  footwear. 
Spotting  the  trend,  conventional  shoe 
stores  began  to  earn-  the  line. 

"Comfort  is  not  a  dirty  word  any- 
more," says  Danny  Wasserman,  own- 
er of  Tip  Top  Shoes  on  the  Upper 
West  Side  of  Manhattan,  who  has 
been  selling  Birkenstocks  for  over  ten 
years.  "These  shoes  used  to  be  adver- 
tised as  'the  funny- looking  sandals 
that  make  you  smile.'  But  they're  not 
funny  anymore.  To  be  comfortable  is 
to  be  fashionable." 

Further  extending  her  reach,  in 
1990  Fraser  created  a  slick  mail-order 
catalog,  published  twice  a  year.  Its 
pages  feature  tony  models  lounging  at 
outdoor  cafes  and  other  locations  that 
a  previous  generation  of  Birkenstock 
wearers  would  have  picketed  rather 
than  patronized. 

Pretty  soon  smart  retail  and  mail- 
order merchants  like  L.L.  Bean  and 
the  Sharper  Image  picked  up  the  Bir- 
kenstock line.  The  Sharper  Image  cat- 
alog pushes  Birk's  Professional  model 
as  looking  "neady  finished  with  your 
business  attire."  Birkenstocks  for 
stockbrokers! 

Which  is  not  to  say  that  Birkenstock 
has  completely  sold  out.  The  style  is 
still  very  much  Greening  of  America, 
but  it's  granola  in  a  silver  bowl — and 
very  consciously  marketed  as  such. 
The  catalog  featuring  those  cognac 
colored  numbers,  for  example,  is 
printed  on  recycled  paper.  Actors 
Harrison  Ford  and  Cybill  Shepherd 
have  been  spotted  wearing  Birken- 
stocks. So  has  the  Material  Girl  her- 
self— Madonna. 

Birkenstock's  success  has  not  gone- 
unnoticed  by  other  shoemakers.  1  I 
expensive  imitations  abound.  But 
Fraser  figures  B<rkcnsn>cks  are 
tirmlv  established  that  she  can  hold 
them  off.  "I  think  something  can  also 
be  said  for  patience  We  have  been  at 
this  for  over  20  years.  SomcKxlv  else 
might  have  thrown  in  the  towel.*1 

I  ler  patience  w  as  ev  en  rewarded  bv 
the  Santa  Cm/  shoe  store  proprietor 
who  first  rejected  her  nearly  three 
decades  ago.  Savs  Fraser.  proudly: 
"He  became  one  o\  mv  better 
customed  ■ 
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jts  of  Pleasure 

KENT 

gives  you  a  Light  with  pleasure. 


SURGEON  GENERAL'S  WARNING:  Smoking 
Causes  Lung  Cancer,  Heart  Disease, 
Emphysema,  And  May  Complicate  Pregnancy. 


«»<*_, 
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Light.        Lighter.     Lightest. 


Kent:  12  mg.  "tar,"  0.9  mg.  nicotine;  Kent  Golden  Lights:  7  njg.  "tar"^^pig.  nicotine,  Kent  III.  3  mg.  "tar,"  0.3  mg.  nicotine  av.  per  cigarette  by  FTC  Method. 


THE  200  BEST  SMALL  COMPANIES 


What's  the  secret  to  staying  on  our  list  of  the  200  Best  Small  Companies 
in  America?  For  some  answers  we  examine  the  histories 
of  four  companies  that  seem  to  have  the  secret. 


Hear,  watch 


> 


and  sell  the 
customer 


> 


By  Fleming  Meeks  with  Jean  Sherman  Chatzky 


m 
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Last  fall  recession  hit  Paychex  Inc.,  the  Rochester,  N.Y.- 
based  payroll  processor.  It  hit  hard.  In  September  and 
October  the  number  of  paychecks  it  was  issuing  for  its 
125,000  mosdy  very  small  company  clients  fell  by  3%. 
Groans  Paychex  founder  and  Chief  Executive  Thomas 
Golisano,  49:  "We  just  didn't  anticipate  it."  Worse,  for 
the  second  straight  year,  Paychex's  335  salesmen  failed  to 
hit  their  ambitious  annual  sales  quotas  of  140  new  clients 
apiece. 

Red  ink?  A  collapsing  stock  price?  None  of  these.  This 
four-time  veteran  of  Forbes'  200  Best  Small  Companies 
in  America  list  closed  fiscal  1991  with  record  sales  of  $137 
million  and  record  earnings  of  $9.6  million. 

Golisano  was  able  to  deal  so  successfully  with  an 
unanticipated  drop  in  business  because  he  had  a  promising 
new  product  that  picked  up  most  of  the  slack.  Two  years 
ago  his  salesmen  started  pitching  a  second  service  to  clients 
(Forbes,  May  15, 1989).  Paychex  had  already  been  prepar- 
ing its  clients'  payrolls — calculating  pay  and  deductions, 


making  out  checks  and  preparing  dozens  of  payroll -related 
tax  forms.  The  new  twist:  making  the  tax  payments  as  they 
came  due.  One  more  red-tape  headache  out  of  the  way  for 
small  employers  (a  typical  Paychex  client  has  just  14 
employees). 

Taxpay,  as  the  service  is  called,  boosts  Paychex's  revenue 
per  client  by  35%  to  40%.  Best  of  all,  Taxpay  involves 
almost  no  additional  marketing  cost,  since  the  same 
salespeople  pitch  both  services  to  the  same  clients. 

Thus,  even  while  Paychex  lost  an  estimated  $2.5  million 
worth  of  its  highest- margin  business,  it  still  posted  strong 
earnings.  The  company  now  has  some  26,000  Taxpay 
customers  and  is  adding  new  ones  at  a  rate  of  around  1 ,700 
a  month. 

More  recendy,  Paychex  began  fielding  a  second  sales 
force  to  call  on  existing  clients,  offering  health  and 
disability  insurance  as  well  as  administrative  services  on 
bureaucratically  complex  benefit  plans.  Says  Golisano:  "I 
think  we're  just  beginning  to  focus  in  on  ancillary  things 
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It's  a  cliche  that 
the  businesses 
that  thrive  are 
those  that  listen 
most  closely  to 
customers  and 
anticipate  their 
needs.  But  that's 
exactly  what 
Paychex  does. 
By  listening  it 
learned  clients 
wanted  some- 
one to  handle 
their  tax  pay- 
ment problems. 


we  can  offer  our  clients." 

Paychex  is  just  one  example  of  the  veterans  of 
^     our  list  that  are  extending  their  product 
v&    lines  to  pick  up  new  business  from  old 
customers. 

It's  a  cliche  that  the  businesses  that  thrive  are 
the  ones  that  listen  most  closely  to  their  custom- 
ers and  anticipate  their  needs.  But  that's  exactly 
what  Paychex  does.  By  listening  it  learned  that 
its  clients  wanted  someone  to  handle  their  tax 
payment  problems. 

It's  also  a  cliche  to  say  that  the  successful 
business  is  one  that  finds  a  niche,  occupies  it  and 
exploits  it  to  a  fare-thee-well.  That's  precisely 
what  Greenbelt,  Md. -based  Group  1  Software 
did.  Group  1  specializes  in  software  for  direct 
mail  marketers  and  other  volume  mailers. 
Ranked  number  37  this  year,  Group  1  is  a  five- 
year  veteran  of  the  200  Best  list.  In  fiscal  1991 
(ended  Mar.  31)  it  earned  S3. 9  million  on 
revenues  of  S26.3  million,  up  more  than  three- 
fold since  it  first  appeared  as  a  Forbes  Up  & 
Comer  in  1987. 

Just  seven  years  ago  Group  1  was  a  tiny 
division  of  Comnet  Corp.,  a  flailing  company 
whose  main  business — computer  time-shar- 
ing— was  fast  going  the  way  of  the  buggy  whip. 
Rapidly  changing  technologies  were  turning  the 
little  company  into  yesterday's  news.  By  1984  it 
was  racking  up  big  losses  on  declining  revenues. 

Enter  Robert  Bowen,  president  of  the  S2.3 
billion  (revenues)  sales  and  marketing  division 
of  Firestone  Tire  &  Rubber  Co.  Bowen  joined 
Comnet's  board  in  1983  and  was  talked  into 
taking  over  as  president  and  chief  executive  the 
following  year.  "I  took  a  huge  salary  decrease," 
laughs  Bowen,  "for  a  piece  of  the  action." 

Bowen  identified  Group  l's  mailing  list  soft- 
ware as  a  potential  niche  business  and  pushed  it 
hard.  "We  put  all  the  resources  we  could  behind 
it,"  he  says.  Group  1  then  began  pushing 
software  packages  that  sort  mailing  lists  by  nine- 
digit  zip  code,  carrier  route  and  bar  code. 
Thanks  to  this  presorting,  direct  mailers  get  a 
discount  rate  from  the  Post  Office.  This  postal 
discount  software  was  first  offered  to  big  direct 
mail  customers,  like  Publishers  Clearing  House 
and  Time  Warner's  magazine  group,  and  was 
later  sold  to  insurance  companies,  banks  mmA 
credit  card  companies. 

It's  not  hard  to  see  why  the  product,  tvpicallv 
priced  at  $45,000, sells.  Blue £ross/Blue Shield 
ot  Utah  started  using  it  early  this  year  and  has 
already  saved  over  $1  million  in  postage. 

Rouen  took  Group  1  public  in  1987.  Comnet 
still  owns  81%  nt  Group  1  and  gets  most  of  its 
income  from  its  precocious  offspring. 

Group  1  has  recently  added  a  software  pro 
gram  that  Joes  demographic  analysis  tor  target 
marketing  mu\  has  a  sophisticated  program  tor 
personalizing  direct    mail   solicitations.    "The 


whole  market  is  less  than  $40  million,"  savs 
Bowen.  "I  think  there's  great  potential  as  we 
figure  out  how  to  do  more  things  for  our  clients. 
We're  just  scratching  the  surface." 

Martin  Lerner,  chief  executive  of  38th- 
ranked  American  List  Corp.,  in  Mineola,  NY. 
is  a  big  fan  of  Group  1 .  "They're  a  very  clever 
company,"  he  says.  "We  use  a  lot  of  their 
software."  No  slouch  itself,  American  List  has 
ranked  as  one  of  Forbes'  top  Up  &  Comers 
every  year  since  1985. 

It,  too,  is  in  the  mailing  list  business.  Each 
year,  Lerner's  four  researchers  compile  lists  of 
students  from  some  32,000  high  schools 
around  the  country — nearly  7  million  names 
and  addresses,  for  which  it  pays  about  15  cents 
each.  The  company  then  turns  around  and  sells 
the  names  to  colleges,  which  are  looking  for 
students;  banks,  which  are  looking  to  make 
student  loans;  and  the  U.S.  military,  which  is 
looking  for  recruits. 

Last  year  the  company  dreamed  up  the  idea  of 
marketing  its  lists  to  local  photographers  look- 
ing to  drum  up  business  taking  graduation 
photos.  Promoted — how  else? — by  direct  mail. 
Says  Lerner:  "We  made  a  few  mailings,  and  lo 
and  behold,  we're  selling  thousands  and  thou- 
sands of  small  lists  to  photographers  " 

Like  most  successful  niche  companies,  Ameri- 
can List  understands  the  importance  of  adding 
new  products  in  its  specialized  field.  This  pro- 
tects against  unexpected  downdrafts  in  the  orig- 
inal business  as  well  as  against  competitors 
attracted  by  its  success.  Founded  by  Lerner  in 
1965,  American  List  has  recendy  begun  ventur- 
ing into  new  mailing  list  niches.  Lists  of  college 
students  (5.6  million  names)  do  a  brisk  trade 
with  banks,  like  Citibank,  Chase  Manhattan  and 
Maryland  Bank,  which  use  them  to  promote 
credit  cards.  Student  lists  from  preschools  and 
elementary  schools  ( 1 1  million  |  are  used  by 
Nintendo  and  Apple  Computer.  And  the  com 
pany's  most  recent  compilation  o(  names — 
newborn  babies  (about  a  million  namcv 
far) — is  being  mailed  by  consumer  product 
companies,  like  Kimberly-Clark  (diapers)  and 
Bristol-Myers  Squibb  (infant  formula),  which 
use  them  to  send  out  samples  md  coup 

Last  year  American  list  sold  a  total  of  over 
400  million  names  at  an  average  prk  ents 

each.  Gross  margins:  around  SO  Which 
means  that  while  American  List's  revenues  are 
small,  its  profit  margins  are  enormous.  In  fiscal 
1991  tended  Feb.  28)  the  company,  which 
employs  just  2  1  people, earned  S,v2  million  on 
revenues  of  $8.8  million.  And  that's  after  1  er 
ner,  58,  collected  nearh  $800,000  in  salar\  and 
bonuses 

Next  for  American  I  ist-  1  erner  s.ns  he  might 
trv  to  acquire  a  mailing  list  compaiu  that  fbc 
^\i  older  people.  "Insurance  companies,  retire 
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Point  on  D-. 

Questions  Commonly 

Held  Precepts 


Initial  Hooks: 
Acquisitive 


Upper  Loops: 
Philosophical  Imagination 


Needlepoint  on  M: 
Very  Fast  Thinker 


Straight,  Firm  Downstroke 
Determination 


Parker  Insignia: 
Mished 


The  deep,  rich,  black  gloss  finish 

of  the  Parker  Insignia  was  achieved  through 

a  painstaking  process  that  actually 

"bakes"  black  lacquer  onto  the  pen. 

It's  one  often  distinctive  finishes  available 

from  around  $25  to  $100. 

Call  1-800-356-4556  for  your  nearest 

Insignia  dealer  or  for  corporate  gift  inquiries. 

The  New 

t  PARKER 

INSIGNIA 


Dayton's  •  Field's  •  Hudson's  •  Bhomingdale's  •  Nordstrom 


C  1991  PAHKER  PEN  USA  LIMITED  JANESVUuE  W  53S4 
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WFhy  should  safety  be  an  option  in  a  new 
LUXURY  SEDAN?  It  is  ironic  that  while  most  luxury  sedans 
offer  a  seemingly  endless  array  of  standard  amenities,  they  still  relegate 
safetyfeatureslikedual  air  bags  to  the  options  list.  If  they're  even  available,  m>  Fortu- 
nately, there  is  an  exception  to  this  rule.  The  new  Mazda  929.  For  along  with  all 
the  prerequisites  of  uncommon  comfort  and  performance,  the  929  also  provides 

the  security  of  standard  air  bags 


for  both  driver  and  passenger. 
*  And  our  concern  with  safety  went  far  beyond  air  bags.  So  we  endowed  the  929 
with  a  computer-designed  body  that  has  energy-absorbing  front  and  rear  "crumple 
zones."  We  positioned  a  special  reinforcement  beam  in  eachdoor  to  provide  addi- 
tional protection  from  side  impacts.  And  we  provided  every  929  with  anti-lock 
brakes,  also  standard.  <a>  Of  course,  this  is  not  to  say  that  everything  is  standard 

on  the  new  929  luxury  sedan.  In  fact,  for  those  who  require  further 

enhancements,  there  is  a  brief  list  of  options.  But  at  Mazda, 

simply  didn't  believe  that  safety  should  be  on  it. 


THE  MAZDA  929 

The  only  ear  in-its  class  with  dual  air  bags  standard.  ABS.  3.0L, 
24'ValveVf,  engine.  Multi.linksiLst>cn,lt  n  Available  leather- 
trimmed  upholstery.  RfSl  car  with  available  solar^neered 
ventilation  system.  ift.„,o,,rh/5c>f(X)(>.n„-|r  ,,„„„,,  lmrramv  No. 

ded«crIWr.'|,wm,,.M(,|,1„,1/,,,'',,r(,((vrIOMS(vv(,urli,11|<r/(,rl^t«u!. 
Fora/r<vl,rothurr<,„I/wMuu.gjyoranv,u-u.\(tI:l/(,l(l///.iSW.,i0,()(H1 


•Seati  upholstered  In  leather  e»  epi  foi  bai  k  ^  ,„  ,„„„ 
■eats,  bottom  cushion  aide  panels  and  other  minor  in 


lg°I  M.i.-d.i  Motor  of  America,  Inc 
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It  Just  Feels  Right. 
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Charles  Johnson, 
chief  executive  of 
$288  million 
(revenues) 
mutual  fund 
operator  Franklin 
Resources,  has 
never  been  shy 
about  pitching  his 
products.  He 
spends  about  10% 
of  revenues 
advertising  the 
Franklin  name. 


merit  homes,"  he  muses. 

As  it  turns  out,  there  are  niches  everywhere 
these  days — even  in  the  mutual  fund  business. 
San  Mateo,  Calif. -based  Franklin  Resources  cer- 
tainly found  one.  In  1982  Franklin  Chief  Execu- 
tive Charles  B.  Johnson  introduced  the  coun- 
try's first  tax-free  state  bond  fund,  the  California 
Tax-Free  Income  Fund.  Franklin's  timing 
couldn't  have  been  better.  With  interest  rates 
falling,  investors  were  pulling  their  money  out 
of  money  funds  and  looking  to  lock  in  tax-free 
yields,  which  looked  especially  attractive  to  in- 
vestors in  states  like  California  that  burden  their 
citizens  with  heavy  income  taxes. 

Within  two  years  the  California  fund  grew  to 
$825  million,  more  than  doubling  Franklin's 
assets  under  management.  Johnson,  whose  fa- 
ther founded  the  firm  in  1947,  quickly  began 
adding  new  tax-free  state  funds,  as  well  as  a 
broad  range  of  other  fixed-income  government 
securities  funds.  Total  assets  under  manage- 
ment— including  $30  billion  in  30  state  tax-free 
funds — now  top  $55  billion. 

In  fiscal  1990  (ended  Sept.  30)  Franklin 
earned  $89  million  on  revenues  of  $288  million. 
The  second  most  profitable  firm  on  our  list, 
Franklin  will  probably  show  earnings  of  close  to 
$100  million  this  year.  And  revenue  growth 
could  push  the  company  off  our  list — to  above 
$350  million— by  this  time  next  year. 

Having  found  its  niche,  Franklin  exploited  it 
beautifully.  Unlike  Fidelity  Investments,  which 
markets  its  funds  direcdy  to  investors,  Franklin 
funds  are  sold  by  broker-dealers.  That  means 
brokers  take  about  a  4%  commission  on  the  sale. 
Most  so-called  load  funds  treat  the  commissions 
as  their  principal  marketing  expense,  and  do 
only  nominal  advertising.  Franklin,  however, 
spends  about  1 0%  of  revenues — an  estimated 
$30  million  last  year — on  mostly  print  ads  to 
keep  its  name  high  in  investors'  minds.  "Our 
feeling  was  that  name  recognition  was  very 
important,  whether  someone  was  buying  it 
through  a  broker  or  buying  it  by  mail,"  explains 
Johnson,  58,  who  began  stepping  up  the  firm's 
ad  spending  in  the  early  Eighties. 

Most  recently  Franklin  has  begun  marketing 
us  funds  almost  like  consumer  products,  using 
San  Francisco  49ers  quarterback  Joe  Montana 
in  its  ads.  "You  use  somebody  like  Joe  Mon 
tana,"  e  (plains  Johnson,  "because  it  gets  people 
looking  at  your  ads  who  may  not  ordinarily  look 
at  a  financial  ad."  Johnson's  unconventional 
approach  has  paid  oil' for  investors.  Since  1984, 
when  Franklin  first  made  our  list,  its  share  has 
grown  twentj   i  -    fi  >ld,  to  a  recent  38V4. 

Johnson  not<  ,  tual  fund  assets  have 

grown  to  $1.3  1 1  on  today,  up  from  around 
$100  billion  in  L980,  "Percentage- wise  the 
industry  can't   grow  ast   as  it    has,"   s.ns 

Johnson.  Adding  thai   I      think?  assets  might 


double  by  the  end  of  the  decade,  he  says  matter- 
of-factly,  "We'll  get  our  share  of  that." 

What  happens  when  things  go  seriously 
wrong  at  a  Forbes  200  company?  The  smart 
company  doesn't  get  carried  away  by  its  success 
but  keeps  a  balance  sheet  capable  of  handling 
adversity.  Consider  the  story  of  FlightSafety 
International  (Forbes,  Nov.  13,  1989).  Head- 
quartered in  Flushing,  N.Y.,  the  S273  million 
(revenues)  operator  of  simulator-based  flight 
training  is  the  only  company  to  have  made  our 
list  every  year  since  we  started  ranking  Up  & 
Comers  in  1979.  This  year,  however,  Flight- 
Safety's  impressive  performance  string  finally 
ran  out.  Bankruptcies  at  big  clients  like  Eastern 
Air  Lines  and  Pan  American  World  Airways,  as 
well  as  significant  slowdown  in  the  hiring  of  new- 
pilots  by  the  airline  industry,  cut  into  the  need 
for  pilot  training.  Through  June,  FlightSafety's 
earnings  slipped  10%  on  flat  revenues. 

But  you  can't  keep  a  good  company  down. 
Albert  Ueltschi,  the  company's  74-year-old 
founder  and  chief  executive,  and  a  member  of 
The  Forbes  Four  Hundred,  points  out  that  the 
dip  in  earnings  is  causing  relatively  litde  pain.  He 
notes  that  his  balance  sheet  shows  only  S34 
million  in  long-term  debt  as  against  SI 88  mil- 
lion in  cash.  Better  shape  than  it's  ever  been.  "I 
think  airplanes  are  here  to  stay,"  he  says  with  a 
laugh.  "When  people  start  flying  again  and  the 
airline  business  turns  around,  we're  in  a  great 
position." 

Are  Forbes  200  companies  superior  invest- 
ments? That's  a  tricky  question.  In  one  sense  the 
answer  is,  definitely,  yes. 

Over  the  past  year  the  Standard  &  Poor's  500 
rose  27%;  the  Nasdaq  Composite  Index  of  over 
4,000  mostly  small  companies  jumped  58%;  and 
Forbes'  Best  200  Companies  of  1990  are  up  a 
remarkable  75%.  But  earnings  disappointments 
can  still  punish  a  little  company's  stock  price. 
FlightSafety's  earnings  dip  caused  the  solid 
company  to  miss  1991's  strong  market  tor  small 
company  stocks  altogether.  Its  shares  trade 
slightly  below  w  here  they  w  ere  when  the  market 
bottomed  out  this  time  last  year. 

Two  years  ago  we  tracked  the  ten  \ ear  perfor- 
mance of  the  companies  on  our  first  Up  ^ 
Comers  list  and  found  that  they  beat  the  market 
by  73>°o.  But  just  as  you  can  drown  in  water  that 
averages  2  feet  deep,  you  can  lose  mone\  picking 
stocks  in  a  group  that  has  done  well  on  average 
As  individual  stocks,  slightly  fewer  than  half  the 
group  beat  the  S&P  though  some  did  - 
taculari] .  The  rest  lagged  behind. 

The  wise  investor,  then,  will  look  tor  small 
companies  that  are  unlikely  to  disappoint  after 
brilliant  starts.  Unfortunately,  numbers  based 
on  [\ist  performance  are  .\n  imperfect  guide 
here.  Know  your  managements  ,\nd  know 
their  products  before  you  invest  WM 
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OPEN  IN  CASE  YOU  WANT 
HEALTH  COVERAGE  WTTH  DECADES 
OF  SUCCESS  STORIES  FOR 
SMALL  BUSINESSES. 


For 
The  Travelers  has  had 
continuous  comp- 
are needs  c 
like  yours. 

busines  :rust  their  health 

needs  to  The  Travelers. 
Alt-  cover  over  735, 000  lives 

in  companies  of  2  to  30  employees. 
;  heart  of  this  success  is  our 
dedication  to  service.  Service  backed  bv 

■ ids  of  Travelers  employees  committed 
to  customer  satisfaction.  And  over  80  local 

ice  offices  nationwide  which  assure  that  you 
rece  sonalized,  responsive  support. 

That's  the  real  Travelers  difference. 
A  d  hat  inspires  partnership  between  us, 

your  independent  agent  and  you.  One  supported  by 
a  127  year  tradition  of  service  and  $55  billion  in  assets. 
That's  satisfying  your  business  health  insurance 
_:s  The  Travelers  Way. 


TheTravelersj 

You're  better  off  under  the  Umbrella 


PROFESSIONAL 

INSURANCE 

AGENTS 
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Smail-cap  stocks  outperformed  the  big  caps  this  year; 
the  Forbes  200  did  better  still.  You  haven't  seen  anything 
yet,  says  Tom  James. 

Why  small  is  still 
beautiful 


By  Fleming  Meeks 

Over  the  past  year,  stock  prices  for 
Forbes'  1990  list  of  the  200  Best 
Small  Companies  in  America  have 
risen  an  impressive  75%.  As  a  group, 
too,  all  small-company  stocks  have 
risen  at  better  than  double  the  rate  of 
the  broader  market. 

Too  late  to  get  on  the  bandwagon? 
Time  for  the  lucky  to  get  out  and 
invest  elsewhere?  No,  says  Thomas 
James,  chairman  and  chief  executive 


of  the  St.  Petersburg,  Fla. -based  bro- 
kerage Raymond  James  Financial. 
James  says  small-company  stocks  have 
waited  a  long  time  for  their  chance  to 
shine,  and  he  is  convinced  they  will 
shine  for  a  good  long  time. 

James,  49,  seemed  like  the  right 
person  to  ask,  for  two  reasons.  First, 
his  $257  million  (fiscal  1990  reve- 
nues) brokerage  (not  to  be  confused 
with  the  notorious  Stuart- James;  see 


Forbes,  Aug.  20,  1990)  specializes  in 
small  and  medium-size  company 
stocks.  And  second,  Raymond  James 
itself  has  made  the  Forbes  200  list  in 
four  of  the  past  five  years,  earning  the 
118  spot  this  year. 

James,  a  Harvard  M.B.A.  and  a  25- 
year  veteran  of  the  brokerage  indus- 
try, joined  his  father's  four-year-old 
brokerage  straight  out  of  Harvard 
business  school,  earned  a  law  degree 


Tom  James,  Raymond  James  Financial  chief  executive 

"A  correction  wouldn't  change  my  conclusions  for  the  long  term." 


226 


Forbes  ■  November  11.  1^1 


H--WE  GUARANTEE  THE  PUBLIC  INTEREST-WE  GUARANTEE  THE  PUBLIC  INTEREST«< 


^^ 


4 


it" 

bX. 


> 


■\ 


V 


BRIDG€9  /ID  f  UTURG9  /1R€     , 
BUILT  OM  BOMX 

Municipal  bonds  are  not  just  sound  investments.  Not  simply  tax-free. 

They're  dedicated  to  improving  our  communities.  To  building  our  bridges, 

our  schools,  our  futures.  We're  America's  leading  municipal  bond  insurer. 

We  add  strength  to  bonds.  By  staying  strong  in  our  commitment, 

strong  in  our  resources. 

Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 

A1BI/I 
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THE  200  BEST  SMALL  COMPANIES 


on  the  side  from  Stetson  College  of 
Law  in  St.  Petersburg,  and  took  over 
the  $5  million  (revenues)  firm  in 
1969,  at  the  young  age  of  27. 

Five  years  later,  as  the  country 
moved  through  the  1973-74  reces- 
sion and  a  market  crash  that  was 
particularly  hard  on  small  stocks,  the 
company  was  on  the  ropes.  "That  was 
like  Chinese  water  torture,"  James 
recalls.  "It  got  progressively  worse. 
You  couldn't  get  salesmen  to  make 
phone  calls.  Everything  they  sold 
went  down  and  continued  to  go 
down.  We  were  in  survival  mode." 

At  this  point  the  younger  James' 
business  school  training  came  in 
handy.  "My  father  really  didn't  like 
administration,"  says  James.  "He  was 
more  interested  in  the  sales  process." 
James  concentrated  on  administra- 
tion and  finance.  He  closed  5  of  the 
company's  14  offices,  and  for  over  a 
year,  until  the  market  turned  around, 
neither  he  nor  his  father  took  a  salary. 

Ever  mindful  of  that  close  call,  he's 
since  expanded  his  company  with  an 
eye  toward  keeping  costs  low.  All  but 
42  of  the  company's  nearly  700  of- 
fices operate  like  franchises.  The  bro- 
kers in  these  offices  are  independent 
contractors  who  pay  their  own  fixed 
costs  and  overhead  out  of  their  sales 
commissions.  As  a  result,  even  as  the 
market  went  into  a  swoon  in  the 
second  half  of  last  year,  Raymond 
James'  net  margins  were  rising  to  a 
lofty  7.6%.  (Industry  average:  2.7%.) 

For  fiscal  1991  (ended  Sept.  30) 
the  company  is  expected  to  earn  $25 
million,  or  $2.70  a  share,  on  revenues 
of  $290  million.  Recent  price  of  Ray- 
mond James'  New  York  Stock  Ex- 
change-listed shares:  24V2,  or  less 
than  ten  times  expected  earnings. 

Rut  back  to  small -company  stocks. 
Why  does  James  thinks  they  still  have 
lots  of  life  left  in  them? 

fames:  Small-capitalization  stocks  got 

decimated  by  the  1987  crash.  Then 
people  moved  into  larger  cap  stocks 
for  safe  long  term  growth  perform 
ers.  So  the  small  caps  didn't  recover  as 
last.   This  year  those  stocks,  many  of 
which  were  growing  faster  than  the 
big  growth  companies,  but  were  sell 
ing  at  discounts  to  the  market  multi 
pic,  finally  caught  up. 
But    have    the    small    caps    done 
all  their  catching  up? 


They've  made  up  the  deficit  from  that 
period,  but  clearly  they  haven't  made 
up  the  longer-term  deficit,  coming 
out  of  1982.  [Since  the  market  bot- 
tomed out  ten  years  ago,  the  Nasdaq 
index  has  lagged  the  s&p  almost  20%.] 
So  I  think  there's  plenty  of  upside  in 
terms  of  their  relative  valuation  versus 
the  bigger  stocks. 

Why  do  you  think  the  small 
caps  performed  so  poorly  over 
the  long  term? 

Some  of  the  reasons  are  structural. 
Though  money  managers  have  a  lot 
more  money  to  invest  these  days, 


^f^ 


«r 


Tom  James  and  father  Robert,  circa  1970 
Son  Tom  became  his  father's  boss  in 
1969.  "It  was  an  unusual  relationship." 


unless  they  have  an  emerging  growth 
category,  they  simply  can't  put 
enough  into  small-cap  stocks  to  influ- 
ence their  overall  performance. 

Another  structural  thing  that's 
happened  is  that  more  people  have 
decided  that  the  market  indexes  are 
very  difficult  to  beat.  As  a  result,  you 
have  large  pension  funds  Mid  state 
funds  sending  their  money  to  index 
managers.  In  other  words,  you  have 
more  quantitative  money  managers 
and  fewer  stock  pickers. 

And  there  are  fewer  broker  dealers 
these  days  and  fewer  account  execu 
rives.  Necessarily  that  has  resulted  in 
less  coverage  of  small  cap  stocks. 
That  doesn't  sound  bullish. 
It's  i  reversible  thing  to  some  extent. 
\s  the  markets  improve,  as  the  profit 
ability  of  the  retail  and  institutional 


sides  of  brokerage  firms  increase,  we 
will  have  additional  analysts  hired  and 
trained  in  our  industry. 

We'll  also  have  some  additional 
new  small  broker-dealers  who  will  be 
doing  some  research  on  their  own. 
And  they'll  focus  more  on  small-cap 
stocks. 

And  when  you  have  a  period  like 
we've  had  in  the  last  nine  months,  it 
accelerates  the  move  into  smaller 
stocks.  People  pay  more  attention 
because  those  are  the  stocks  they've 
owned  or  the  stocks  their  friends  have 
owned.  They're  the  ones  people  hear 
about  at  cocktail  parties. 

So  if  you  look  out  three  or  four 
years,  I  think  you'll  find  that  small-cap 
stocks  will  outperform  the  rest  of  the 
marketplace. 
Any  downside? 

When  you  have  a  rapid  runup  like 
we've  had,  if  you  happen  to  get  a 
major  market  correction,  these  stocks 
would  retrench  a  good  percentage  of 
their  gains.  But  that  would  not  lead 
me  to  change  my  overall  conclusions 
for  the  intermediate  and  longer  term. 
It  would  just  refocus  people  on  a  lot  of 
these  stocks  again.  You  would  have  a 
chance  for  more  increase. 
More  opportunities  like  last  fall? 
That's  right. 

The  largest  concentrations  of  com- 
panies among  the  Forbes  200  this 
year  are  in  health  care,  environmen- 
tal, computer  software  and  peri- 
pherals, and  medical  technology. 
Do  these  groups  look  good  for  the 
future? 

Boy,  I  tell  you,  if  you  look  where 
we're  focusing,  it's  on  the  same 
groups.  We're  also  looking  at  restau- 
rants and  entertainment,  because  we 
think  you're  going  to  have  a  continu- 
ation in  terms  of  increases  ot  people 
eating  out  Mid  finding  things  to  do 
with  their  leisure  time.  And  we  like 
financial  institutions,  not  because  ot 
tremendous  growth,  but  because  o\ 
the  consolidation  that  is  going  to 
continue. 

Telecommunications    is    another 
area  w  here  w  e  see  tremendous  oppOf 
tunity  mternationalh    It's  a  great  op 
portunity  for  the   U.S    to  lead  the 
restructuring  of  the  telecommunica 
tions  industrj  worldwide    Those  arc 
the  industries  where  1  think  there's  a 
lot  of  opportunity .  Mid  a  lot  ofoppor 
tunity  tor  small  compar  wm 
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SOMETIMES 

WHAT  YOU  WEAR 

TO  WORK 

AKESALLTHE 

DIFFERENCE. 


At  1,500  degrees  Fahrenheit, 
dressing  for  success  is  no  cliche.  It's 
a  matter  of  life  and  death. 

Which  is  why  Du  Pont  engineers 
worked  to  create  Nomex®  and  Kev- 
lar®  fire  resistant  fibers.  The 
remarkable  performance  of  these 
fibers  has  made  them  the  standard 
for  state-of-the-art  firefighting 
clothing  all  over  the  world. 

And  everyday,  they  not  only  save 


the  lives  of  thousands  of  firefighters 
rushing  into  fires,  but  those  they 
carry  out  as  well. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that  make  a 
difference. 
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BETTER  THINGS  FOR  BETTER  LIVING. 
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\n;  Transport  Company  Ltd. 
(Lessee) 

SI  10,000,000 

U.S.  OjNLRSIIIF  FOREICN  SaLES  CORPORATION 

Leveraged  Lease 


One  McDonnell  Douglas  MD-11  Aircraft 


-I  OAI-ICHI  KANGYO  BANK  NEDERLAND  N.V. 
PROVIDED  THE  DEBT  TOR  THE  ABOVE  TRANSACTION 
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Berry  Plastics  Corporation 

A  WHOLLY  OWNED  SUBSIDIARY  OF 
BPC  HOLDINC  CORPORATION 

The  CIT  Group/ 
Equity  Investments 

PROVIDED  EQUITY  IN  THE  AMOUNT  OF 

$3,000,000 


roup/lnrluMriai  Flouring 
rowided  ih<-  fiunriBg for tfce 
■bort  trauetiMU, 


El  Camino  Resources,  Ltd. 

$15,000,000 

Discounting  of  Leases 

for 

IBM  Data  Processing  Equipment 
and  Peripherals 


Bell  Packaging  Corporation 

AND  ITS  WHOLLY  Of  NED  5LBSID1ARIES 

Menominee  Paper  Compart 
and  Dixico,  Incorporated 


$57,250,000 

Senior  Secured  Credit  Faciliti 


Bedford  Capital  Corporation 
aaed  as  financial  advisor  to 
Bell  Packaging  Corporatioi 
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TRINITY   INDUSTRIES    -^Rw 
LEASING  COMPANY       ^W 


$31,448,769 

Single  Investor  Tax  Lease 


Railcars 


ADELIA  AIR  L1NH$  INC. 

(Lessee) 

$75,000,000 

Leveraced  Lease 

FOR 

One  Boeing  767-332ER  Aircraft 


Bank  and  Thrift  Institutions 
Nationwide 

$83,000,000 

Recreation  Vehicle  &  Manufactured  Housing 
Whole  Loan  Portfolio  Acquisitions 
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Healthco  International,  Inc. 

a  portfolio  company  of 
IIk.es,  Muse  &  Co.,  Incorporated 

$125,000,000 

Acquisition  and  Working  Capital  Financinc 
Comprised  of  *  Revolving  Credit 

and  Term  Loan  Facility 
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$20,000,000 

Secured  Working  Capital  Facility 
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Nile  Transport,  Inc. 
and 
Volga  Transport.  Inc. 

Wholly  Owned  Subsidiaries  ok 
OMI  Corp. 

S3  7.500.000 

Term  Limn 

for 

Two  Existing  65,000 
Deadweight  Ton  Product  IAuik- 
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To  Take  The  Crunch  Out 
Of  Credit,  We're  Providing 


J  $4  Billion  Of  Flexible  Funding  This  Year. 
Here  Are  Examples  Of  Transactions 


That  Reflect  Our  Commitment. 


Albert  R.  Gamper,  Jr.,  President,  CEO,  The  CIT  Group 


These  transactions  represent  our  Flexible  Funding  approach  at  work.  B\ 
transcending  the  limits  of  conventional  financing,  we  can  design  customized 
solutions  that  meet  your  needs. 

Our  nine  operating  units  offer  financial  expertise  in 
a  wide  array  of  industries.  For  more  information  on  how 
we  can  best  apply  Flexible  Funding  to  your  situation, 
write  The  CIT  Group,  650  CIT  Drive,  Room  2342, 
Livingston,  NJ  07039. 


©1991  The  CIT  Group.  Inc. 


A  company  of 
Dai-lchi  Kangyo  Bank  and 
Manufacturers  Hanover 
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Here's  an  insurance  company  that  does  so  well 
from  premium  income  it  can  treat  its 
investment  income  as  icing  on  the  cake. 

Policies  priced 
for  profit 


By  Ignatius  Chithelen 


Colonial  Cos.  Chairman  Gayle  Averyt 

"We  have  been  plowing  this  field  for  a  long  time." 
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It  was  the  sort  of  revelation  that 
changes  people's  lives.  Edwin  Averyt 
was  a  26-year-old  bond  salesman  in 
Birmingham,  Ala.,  struggling  to  make 
a  living.  One  day  he  bumped  into  a 
University  of  Alabama  classmate  who 
was  selling  $1,000  accidental  death 
insurance  policies  for  a  S2  annual 
premium.  His  friend  had  sold  18  poli- 
cies that  morning — beginning  on  the 
top  floor  of  a  single  building  and 
working  his  way  down.  Seek  no  more. 
Edwin  Averyt  was  soon  selling  similar 
policies. 

If  you  wonder  why  anyone  would 
bother  buying  a  polio'  that  paid  only 
$1,000,  we  hasten  to  add  that  this  was 
1929 — and  a  buck  was  still  really  a 
buck.  Unfortunately  for  Averyt,  it  was 
also  the  year  that  Wall  Street  laid  its 
spectacular  egg,  and  soon  bucks  were 
in  very  short  supply.  It  was  a  living, 
but  a  tough  living,  in  Small  City, 
U.S.A.  during  the  Depression. 

Then  came  a  windfall.  Averyt 
earned  a  $2,000  commission  on  a 
savings  bond  sale  for  the  United  Secu- 
rities Co.  of  Missouri.  He  took  the 
money  and  with  a  partner  started 
what  is  now  Colonial  Cos.,  Inc.  to  sell 
accidental  death  insurance. 

Though  Averyt  had  no  background 
in  the  underwriting  side  of  insurance, 
he  understood  basic  business  eco- 
nomics. Actuarial  tables  showed  he 
need  set  aside  only  56  cents  in  reserve 
for  each  $1,000  accidental  death  poli- 
cy. Then  it  was  simply  a  matter  o\ 
pricing.  Since  life  insurers  were  get 
ting  $30  annual  premiums  for  S 1 ,000 
insurance  policies,  Averyt  figured  his 
salesmen  could  easily  sell  the  accident 
policies  at  one-tenth  the  price.  He 
priced  his  policies  at  S3,  .xnd.  to  be 
conservative,  reserved  a  dollar  for 
each  SI, 000  policy  he  underwrote 

It  worked  so  well  thai  operating 
earnings  at  Colonial,  now  based  in 
Columbia,  S.C.,  have  compounded  at 
an  average  annual  rate  of  15%  since 
1939.  1  asi  year  the  company  earned 
$33  million,  or  S2.10  per  share,  on 
revenues  of  $306  million. 

Colonial's  five  year  return  on  cqui 
t\  has  averaged  12.7%,  winning  it  the 
number  153  spot  on  this  \ ear's  list  o( 
the  200  Best  Small  Companies  in 
America  the  fourth  time  in  five  y* 
that  Colonial  has  made  our  list.  At  a 
recent  price  of  27%,  01  11  times 
earnings,  the  Averyi  fiunirj  stake 
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The  Gold  Trumpeter  suit  from  Hart  Schaffner  &  Marx  in  a  soft 
petro  blue  stripe,  tailored  in  time-honored  pure  wool  for 
seasonless  comfort.  In  sizes  38-46  regular,  40-46  long,  675. OO 


PURE  WOOL 
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Colonial  Cos.  Chief  Executive  Stephen  Hall 
Low  premiums,  high  profits. 


over    half    the    company's    voting 
stock — is  worth  $34  million. 

Colonial  succeeded  by  stubbornly 
refusing  to  stray  far  from  the  formula 
that  made  it  successful:  selling  small 
insurance  policies  at  small  premiums 
but  high  markups.  "We  have  been 
plowing  this  field  for  a  long  time  and 
know  how  to  make  money,"  says 
Gaylc  Avery  t,  59,  who  joined  his  fa- 
ther's business  in  1958.  A  Harvard 
M.B.A.,  Avcryi  took  over  from  his 
father  as  chief  executive  in  1970  and 
retired  earlier  this  year.  1  le  continues 
as  chairman.  "I  thought  20  years  of 
being  CEO  was  enough/1  says  Averyt, 

who  now  devotes  most  of  his  time  to 
civic  and  philanthropic  interests. 

These    days    Colonial's    roughly 
2,400  person     sales     force     services 
40,000  accounts     mostly  small  busi 
nesses    covering  nearly  a  million  pre 


mium-paying  customers.  Policies 
covering  accidents,  both  on  and  off 
the  job,  account  for  60%  of  Colonial's 
business.  The  company  also  sells  sick- 
ness, cancer  and  life  insurance  poli- 
cies, mostly  as  a  package  together 
with  the  accident  policy.  Since  1955  it 
has  been  selling  policies  to  small  busi- 
nesses as  well  as  to  individuals. 

The  secret  of  Colonial's  profitabili- 
ty is  simply  this:  Low  premiums  do 
not  necessarily  mean  cheap  insurance. 
Though  the  face  amounts  are  relath  e 
ly  small,  Colonial  prices  its  products 
in  a  way  that  yields  it  a  lot  of  profit. 
"All  our  products  are  priced  to  make  a 
profit  solely  from  the  premium  in 
come,"  says  Chief  Executive  Stephen 
Hall,   45.    A    University    ot    Utah 

M.H.A,   Hall   joined   the  company's 

finance  department  in  1973 

Because  its  policies  are  so  profit 


able,  Colonial  needn't  gamble  with 
speculative  investments  to  boost  the 
return  on  its  reserves.  Three-quarters 
of  its  investments  are  in  high-qualitv 
bonds.  Colonial  steered  clear  of  junk 
bonds  throughout  the  Eighties.  It 
did,  however,  scoop  up  S14  million  in 
better-quality  junk  issues  at  attractive 
prices  last  year  because  investors  were 
then  running  away  from  them. 

It  also  helps  profitability  that  five 
decades  of  underwriting  experience 
enables  Colonial  to  forecast  payments 
on  policies  to  within  1%  of  the  actual 
figure.  "Our  database  is  the  one  thing 
our  competitors  would  very  much 
want  to  steal  if  they  broke  into  our 
offices,"  says  David  Halmrast,  Colo- 
nial's chief  financial  officer." 

In  1985  Colonial's  payroll  deduct- 
ing business  got  a  boost  after  one  of  its 
top  salesmen  got  an  idea  from  perus- 
ing Section  125  of  the  Internal  Reve- 
nue Code.  Section  125  enables  em- 
ployees to  pay  for  accident  and  cancer 
insurance  policies  with  pretax  dollars. 
An  employee  earning  less  than 
$20,000  a  year  gets  an  accident  policv 
paying  disability  income  of  S600  a 
month,  hospitalization  benefits  and 
up  to  $12,000  in  death  benefits  with  a 
$20  monthly  premium  for  the  equiva- 
lent of  16  posttax  dollars.  The  em- 
ployer also  benefits,  since  a  smaller 
pretax  payroll  means  smaller  Social 
Security  payments.  Last  year  over  half 
of  the  company's  new  policies,  and 
over  a  quarter  of  its  $281  million  in 
total  premiums,  were  sold  under  this 
program. 

Most  large  insurers  have  stayed  out 
of  Colonial's  niche.  Win-  The  admin- 
istrative hassles  of  maintaining  a  large 
number  of  small  premium  policies, 
combined  with  lower  than  average 
policyholder  retention  rates,  meant  it 
simply  wasn't  worth  bothering  with. 

Colonial's    biggest    problem    now 
and  throughout  its  history  has  been 
hanging  on  to  top  salespeople.  Re 
cause  the  company's  policies  are 
small,  after  two  years  on  the  fob  the 
average  salesman  earns  only  around 
$25,000  a  year.  So  onl)  three  out  o\ 
ever)    ten    salesmen    Colonial   trains 
annualU  Ma\  more  than  a  year.  Which 
makes  Colonial  something  ofa  train 
ing  school  for  salespeople    not  a  bad 
reputation  when  it  comes  to  attract 
ing  ambitious  \oung  people,  even  it 
onlv  for  a  tew  years  ■ 
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This  better  be 
GOOD!' 


1  ctually,  this  is  a  lot  better  than  good. 

/ 1  You  don't  have  time  for  anything  that  isn't. 

j\  Especially  when  it  comes  to  finding  financial 
J.  A  services  that  address  the  specialized  needs  of 
independent  business  owners  like  you. 

That's  why  National  Life  of  Vermont  provides 
integrated  products  and  services  tailored  to  meet  the 
specific  concerns  of  independent  businesses. 

We've  conducted  national  research  to  better 
understand  your  business  planning  needs.  We've 
listened,  and  as  a  result  we're  an  industry  leader  at 
designing  financial  solutions  that  match  those  needs, 
without  wasting  your  time. 

Our  publication,  Common  Concerns,  is  filled  with 
tips  and  financial  information  you'll  find  of  interest. 
It's  brief,  and  it's  good.  Ask  us  for  a  copy. 


National  Life 

of  Vermont 

Protecting  America's  Entrepreneurs 
Since  1850 
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After  Gerry  Shreiber  sold  his  share  of  a  little 
machine  shop,  he  met  a  water  bed  salesman  who 
talked  him  into  buying  a  bankrupt  pretzel  company. 
A  little  snack  food  empire  was  born. 


"Discover, 
salvage 
and  build!" 


By  Christopher  Palmeri 

Eccentric  pretzel  baron  Gerald 
Shreiber  paces  the  floor  constantly, 
tends  to  shout  at  inappropriate  mo- 
ments for  emphasis,  and  keeps  a  Ger- 
man shepherd  named  Kelso  under  his 
desk.    Kelso   has   his   own   business 


cards,  complete  with  a  title  (Chief 
Executive  Dog)  and  phone  and  fax 
numbers.  "Discover,  salvage  and 
build!"  shouts  Shreiber,  enunciating 
his  business  philosophy. 

It  is  a  philosophy  that  has  taken 


Shreiber  far.  Discovered,  salvaged 
and  built  from  bankruptcy,  his  J&j 
Snack  Foods  Corp.  supplies  some 
70%  of  the  soft  pretzels  that  will  be 
sold  this  year  in  the  country's  malls, 
convenience  stores,  amusement 
parks,  stadiums  and  movie  theaters. 
Add  in  j&j's  Slurpee-like  frozen  soft 
drinks  and  a  few  other  snacks,  and  the 
company  (it's  ranked  157  on  the  200 
Best  list)  is  expected  to  report  earn- 
ings of  S6  million,  or  66  cents  a  share, 
on  revenues  of  SI  10  million  in  fiscal 
1991  (ended  Sept.  30).  With  the 
stock  trading  at  14V2,  nearly  22  times 
earnings,  Shreiber's  26%  of  the  com- 
pany is  now  worth  S42  million. 

Who  would  have  guessed  that  Ger- 
ry Shreiber  would  do  so  w  ell?  In  1960 
Shreiber,  then  18,  dropped  out  of 
New  Jersey's  Rider  College  and  took 
a  job  as  an  apprentice  in  a  machine 
shop  to  support  his  wife  and  newborn 
daughter. 

Seven  years  later  he  quit  the  shop 
and  with  a  friend  started  a  metal  work- 
ing business  in  a  garage  below  a  Phila- 
delphia pool  hall.  The  venture  be- 
came a  viable  business,  but  it  wasn't 


J&J  Snack  Foods  Chairman  Gerald  Shreiber  with  his  products 
Can  he  repeat  his  soft  pretzel  trick  in  slushy  sodas? 
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ONE  OF  THE  BIGGEST  THINGS  WE  EVER  ACCOMPLISHED 

WAS  BECOMING  THIS  SMALL. 


BP's  Endicott  Field  in  Alaska's  Beaufort  Sea.  Two  tiny, 
man-made  islands,  less  than  60  acres  in  all.  Small,  yet 
so  efficient,  it  produces  over  100,000  barrels  of  oil  every 
day.  In  fact,  what  we've  learned  at  Endicott  will  help  us 
make  every  field  of  the  future  smaller,  more  efficient. 
Which  may  just  make  Endicott  our  biggest  success  story 
yet.  For  more  information,  write:  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 
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Xhe  eyes  have  one 
language  everywhere." 


George  Herbert 


True  vision  is  without  boundaries. 
So  when  the  New  York-based  Project 
ORBIS  developed  a  program  to  save  or 
restore  eyesight,  they  put  a  teaching 
hospital  on  an  airplane  and  took  it 
around  the  world. 

On  board  are  five  Toshiba  laptop 
computers.  Not  only  to  record  surgical 
schedules,  patient  records,  and 
lecture  materials,  but  also  to  manage  the 
flow  of  information  between  the  aircraft, 
Project  ORBIS  headquarters  and  its 
offices  throughout  the  world. 

For  Toshiba,  if  s  one  more  chance  to 
help  all  of  us  see  a  better  tomorrow. 


In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

Mobile  Electronics 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Professional 
Video  Systems 

Room  Air 
Conditioners 

Satellite  Receivers 

Semiconductors 

Telecommunication 
Systems 

Turbines  & 
Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 


uu  Dtai  dmMLL  uumrHNicd 


for  Shreiber.  "I  didn't  like  being  de- 
pendent on  other  companies  for  busi- 
ness," he  says.  "I  wanted  my  own 
product."  The  partners  sold  out  in 

1970,  with  Shreiber,  then  28,  pocket- 
ing about  $60,000. 

By  chance,  Shreiber  wandered  into 
a  Philadelphia  water  bed  store  in 

1971.  Its  owner  unburdened  on 
Shreiber  a  tale  of  woe.  He  said  he  was 
the  largest  secured  creditor  of  a  bank- 
rupt soft  pretzel  company.  The  com- 
pany's owners  were  trying  to  get  him 
to  relinquish  his  claims  for  5  cents  on 
every  dollar  they  owed  him. 

Smelling  distressed  assets  with  val- 
ue behind  them,  Shreiber  looked  at 
the  pretzel  business  and  toured  the 
plant.  Convinced  he  could  do  some- 
thing with  the  business,  he  struck  a 
deal  to  buy  the  water  bed  store  ow- 
ner's claims  against  the  company  for 
10  cents  on  the  dollar — around 
$30,000  all  told— plus  a  share  of 
whatever  profits  Shreiber  could  wring 
from  the  business  the  first  few  years. 
Shreiber  then  went  to  bankruptcy 
court,  where  he  outbid  the  pretzel 
company's  owners  for  the  assets.  For 
$72,100  he  got  J&J  Soft  Pretzel, 
which  consisted  primarily  of  a  leased 
building,  pretzel  making  equipment 
and  eight  employees. 

At  the  time,  j&j  had  at  least  ten 
major  competitors.  But  most  of  them 
thought  of  soft  pretzels  as  a  small- 
time business,  one  without  much  po- 
tential to  grow.  Shreiber  thought  big 
time.  Robert  Radano,  now  one  of 
J&j's  senior  sales  executives,  remem- 
bers that  when  he  applied  for  a  truck 
driving  job  at  j&j  in  1972  the  ambi- 
tious young  Shreiber  had  a  map  of  the 
U.S.  on  his  office  wall.  The  map  had 
only  two  pins  in  it — at  Philadelphia 
and  Shrewsbury,  N.J. — indicating 
where  the  company  then  had  distrib- 
utors. Today  j&j  sells  its  products 
through  a  network  of  145  food  bro- 
kers and  875  independent  distribu- 
tors in  all  50  states. 

Not  content  to  limit  himself  to  the 
market  that  then  existed,  Shreiber 
aggressively  sought  to  expand  the  de- 
mand for  soft  pretzels.  When  he  dis 
covered  that  soft  pretzel  vendors 
didn't  want  to  bother  with  baking  the 
pretzels,  he  sold  them  prebaked  and 
frozen  pretzels. 

About  80%  ofj&j's  soft  pretzels  are 
now  sent  out  already  baked  and  fro 


zen.  Shreiber  sold  pretzels  to  schools, 
bowling  alleys  and  sports  arenas  in 
towns  that  had  rarely  seen  a  soft  pret- 
zel. To  sell  more  of  his  product  to 
snack  bars,  where  counter  space  is  at  a 
premium,  he  developed  compact 
pretzel  ovens  and  display  cases. 

"The  more  business  we  did,"  says 
Shreiber,  pacing  and  barking,  "the 
more  I  thought  we  could  do  more." 

As  J&J  expanded,  its  unit  costs  fell 
to  among  the  lowest  in  the  industry. 
Pretty  soon  the  weaker  competitors 
gave  up;  five  of  them  have  since  sold 
out  to  Shreiber. 


J&J's  main  pretzel  plant  in  Pennsauken,  N.J. 
Shreiber  has  made  soft  pretzels  a  national 
snack,  cranking  out  2  million  a  day. 


Still,  the  national  appetite  for  soft 
pretzels  is  not  limitless.  Now  produc- 
ing around  2  million  pretzels  a  day, 
j&j  may  be  approaching  its  limits. 
J&j's  core  business,  soft  pretzels  for 
vendors  in  the  food  service  industry, 
was  flat  between  1989  and  1990. 
Ronald  Strauss,  a  food  industry  ana- 
lyst with  William  Blair  &  Co.,  is  pre- 
dicting the  company's  food  service 
growth  will  be  less  than  10%  a  year 
over  the  next  few  years — hardly  a 
growth  rate  that  can  justify  J&fs 
stock's  selling  at  22  times  earnings 

So,  as  always,  Shreiber  is  working  to 
develop  new  markets  tor  his  soft  pret 
/els.  He  has  been  placing  the  product 
in  warehouse  clubs  and  their  snack 
bars,  tor  example,  and  has  developed 
bite  si/e  soft  [Met /els  with  cheese  dip 
that  are  now  available  in  about  ISO 


movie  theaters.  McDonald's  has  also 
been  test- marketing  J&j's  soft  pretzels 
at  some  of  its  stores. 

Another  idea:  frozen  soft  pretzels 
for  consumers,  which  Shreiber  tried 
to  sell  through  supermarkets  starting 
in  1986.  So  far  this  has  not  been 
profitable,  largely  because  Shreiber 
underestimated  the  need  to  market 
his  frozen  SuperPretzels  to  consum- 
ers. But  Shreiber  isn't  giving  up.  Last 
year  he  hired  Michael  Karaban,  for- 
mer head  of  marketing  for  Kraft  Gen- 
eral Foods'  $150  million  Lender's 
frozen  bagels  brand.  Karaban  rede- 
signed j&j's  frozen  pretzel  packaging 
and  switched  the  company's  market- 
ing focus  from  trade  discounts  to 
consumer  advertising. 

Shreiber  has  been  ha\ing  much 
better  luck  on  his  latest  venture,  fro- 
zen soft  drinks.  This  is  a  $500  million 
(retail  revenues)  market  whose  big- 
gest name  is  the  Slurpee  brand, 
owned  by  Southland  Corp.'s  7- Elev- 
en stores.  Three  years  ago  Shreiber 
bought  a  moneylosing  little  company 
that  sold  a  slushy  frozen  drink  called 
Icee.  Icee,  which  j&j  sells  in  15  west- 
ern states,  Mexico  and  Canada,  al- 
ready makes  up  35%  of  j&j's  revenues. 
Sales  and  operating  income  for  the 
division  are  growing  at  rates  of  better 
than  20%  a  year. 

Shreiber  hopes  to  expand  national- 
ly by  buying  more  Icee  franchises  and 
pushing  Icee  into  more  and  more 
convenience  stores  and  discount- 
store  snack  bars,  much  as  he  did  with 
soft  pretzels.  To  that  end,  in  July,  l&I 
raised  $29  million  in  a  sccondarv 
stock  offering.  The  money  is  being 
invested  primarily  in  Icee  dispensing 
machines,  which  the  company  is  pbc 
ing  in  stores  as  fast  as  the  machines  can 
be  built. 

Discover,   salvage,    build-  despite 
his  impressive  w  ealth,  Shreiber  applies 
this  dictum  to  his  personal  po^ 
sions  as  well  as  to  business  A  dyed  in 
the  wool  penny  pinchcr,  he  owns  a 
horse  farm  in  Mullica  Hill,  X.J.  that 
he  bought  at  a  bankruptcy  auction. 
He    picked    up    his    English    Tudor 
beach  house  an  the  Jersey  shore  cheap 
in  an  estate  sale  Even  Kelso,  the  Chief 
Executive    Doc,    comes    from    the 
pound.  I  laving  built  a  successful  pret 
/el  business  from  scrap,  can  he  repeat 
the  trick  in  frozen  drinks?  Chances  are 
he  can.  ■ 
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TWO  ROOMS  TW3  BUSINESS  DEALS. 
TWICE  THE  PRODUCnvriY 


n-Room 

Long 

Distance 

Service 


"We're  proud  to  offer  In-room 
AT&T  Long  Distance  Service  for 
your  AT&T  Calling  Card,  AT&T 
Universal  Card  and  operator- 
assisted  calk  in  most  locations." 

For  people  who  travel  a 
lot  on  business,  there  is  no 
better  partner  than  Embassy 
Suites  hotels. 

♦  Subject  to  state  and  local  laws  GARFIELD  ©1978  United  Iraum Syndicate,  Inc 


TWICE  THE  ROOM.  A  large 
private  bedroom.  A  separate 
spacious  living  room  with  a 
well-lit  work  area  perfect  for 
small  meetings.  Each  suite  also 
has  two  telephones,  two  TVs, 
a  wet  bar  with  refrigerator, 
coffee  maker  and  microwave. 
Computer  modem  hookup 
available  in  most  suites. 

TWICE  THE  VALUE.  A  free, 
cooked-to-order  breakfast  is 
served  each  morning.  Two 
hours  of  complimentary 


beverages*  each  evening. 
Both  sure  to  help  keep  your 
expense  report  in  line. 

Next  time  you  need  a  hotel 
room,  Think  Twice.MThen  call 
your  travel  agent  or  Twice 
TheHotei:i-800-EMBASSY 


EMBASSY 
SUITES" 

In  Canada,  call  1-800-458-5848  In  Mexico. call  95-800- 362-2779 
Hawaii,  call  1-800-GO-2-MAUI 
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John  Brown's  Stryker  Corp.  has  grown  at  better  than  20%  a  year 
since  he  joined  the  company  in  1977.  For  how  much  longer? 
Forever,  replies  the  ebullient  Brown. 

Focus  through 
decentralization 


By  Zina  Sawaya 

Homer  Stryker'S  cleverness  nearly 
got  the  better  of  him.  Fifty  years  ago 
the  Kalamazoo,  Mich,  orthopedist  in- 
vented a  mobile  hospital  bed  with  a 
frame  that  pivoted  from  side  to  side  so 
that  doctors  could  position  injured 
patients  while  keeping  them  immo- 


bile. He  soon  won  a  contract  to  sup- 
ply the  beds  to  the  Army,  and  his  little 
business  was  off  and  running.  But 
when  World  War  II  ended,  the  gov- 
ernment canceled  its  contract,  and 
Homer  Stryker  was  stuck  with  huge 
inventories. 


Stryker  Corp.  Chief  Executive  John  Brown 

Decentralization,  diversification  and  a  fixation  on  20%  growth. 


What  to  do?  More  of  a  doctor  and  a 
tinkerer  than  a  businessman,  Stryker 
turned  to  professional  managers. 
They  started  selling  the  beds — techni- 
cally known  as  stretchers — to  hospi- 
tals. The  business  was  saved,  and  Dr. 
Stryker  continued  with  his  medical 
practice  and  his  inventions. 
Soon  he  came  up  with  a 
second  product — a  cast 
cutter,  still  used  in  hospitals 
today,  which  removes  casts 
without  ripping  a  patient's 
skin. 

These  days  Stryker  Corp. 
continues  to  churn  out  new 
ideas  for  the  hospital  mar- 
ket. The  Kalamazoo- based 
firm — which  has  made  our 
list  of  the  200  Best  Small 
Companies  in  America  for 
ten  years  straight — now  of- 
fers an  array  of  niche  prod- 
ucts, including  bone  drills 
and  saws,  hospital  beds,  hip 
implants  and  video  cameras 
for  internal  surge  r\ 

Stryker  earned  $24  mil 
lion  last  year  (before  a  $10 
million  gain  from  a  patent 
settlement)  on  revenues  or 
$281  million.  With  a  rive 
year  average  return  on  eq- 
uity of  16.8%,  Stryker  ranks 
108  Oil  I991's  Best  Small 
Companies  list. 

The  man  behind  Strv 
kcr's  success  is  lohn  Brow  n. 
a  57  yen  old  Tenoestean 
w  bo  took  over  as  president 
in  1977.  An  Auburn  I'm 
versin  graduate,  Broun 
came  to  Stryker  after  Ho 

mcr's  son.  1  ee  Strv  Iter,  «  bo 
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CROSS" 
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FOR  A  CROSS  SIGNATURE  DEALER.  CALL  1-800-654-3880.  UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE. 
SUGGESTED  RETAIL  PRICES  FOR  CROSS  WRITING  INSTRUMENTS  FROM  $14.50  TO  $1,000.00 
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had  run  the  company  since  the  mid- 
Sixties,  died  in  a  plane  crash.  Prior  to 
Stryker,  Brown  ran  a  subsidiary  of 
Bristol-Myers  Squibb  that  made  sur- 
gical instruments. 

While  Stryker  had  a  well-estab- 
lished niche  in  the  hospital  market, 
the  company  was  not  without  prob- 
lems. When  Brown  took  over,  the 
family-owned  firm  was  still  reeling 
from  Lee  Stryker's  death  and  recover- 
ing from  a  couple  of  managerial  fum- 
bles. Most  members  of  its  sales  force 
had  quit  after  their  compensation  sys- 
tem was  changed  from  commissions 
to  salary.  And  an  unrelated  disagree- 
ment with  union  officials  over  work- 
ers' salary  had  led  to  a  monthlong 
strike.  (Stryker's  workers  have  since 
voted  out  their  unions.) 

Brown's  first  moves  were  to  estab- 
lish a  formal  budgeting  system,  cut 
costs  and  rebuild  the  sales  force — by 
putting  it  back  on  commission.  He 
then  turned  his  focus  to  the  com- 
pany's product  line. 

"Stryker's  name  was  bigger  than 
the  company,"  recalls  Brown.  At  the 
time,  nearly  70%  of  Stryker's  revenues 
was  coming  from  hospital  beds.  Le- 
veraging the  strength  of  Stryker's 
name  with  hospitals,  Brown  added 
hip  implants  and  medical  video  cam- 
eras, and  beefed  up  his  line  of  surgical 
power  tools.  Stryker's  surgical  group, 
which  includes  these  products,  makes 
up  over  80%  of  the  company's  sales 
and  most  of  its  profits. 

Next,  Brown  broke  the  company 
into  several  divisions,  allowing  each  to 
operate  autonomously.  Autonomy 
for  the  managers  was  not  the  same 
thing  as  freedom.  Brown  told  them 
that  he  wanted  each  division  to  grow 
at  no  less  than  20%  annually.  "That's 
the  law,"  says  the  soft-spoken  but 
iron-willed  Brown.  A  law  he  has  suc- 
cessfully enforced.  Stryker  has  posted 
20%-plus  earnings  growth  every  year 
since  1977. 

Brown  uses  a  sort  of  friendly  intimi 
dation    to    get    his    message    across. 
"When  I  inherited  the  medical  divi 
sion,  sales  were  flat,"  says  Harry  Car 
mitchel,  who  was  hired  in  1 987  to  run 
the  lagging  hospital  bed  operations. 
"My  first  month,  he  |  Brown  |  comes 
Up  to  me  and  wants  to  know  why  it's 
not  growing  already."  Carmitchel  in 
troduced  a  series  of  new  products  and 
strengthened  his  sales  force.  Ami  as 


the  quarterly  growth  chart  posted  in 
his  plant's  hallway  indicates,  he 
brought  the  division  up  to  snuff. 

Brown's  divisional  strategy  has 
proved  critical  as  Stryker's  product 
line  has  grown  more  complex.  Instead 
of  one  sales  force  peddling  everything 
from  maternity  beds  to  high-tech  ma- 
chinery, each  division  now  has  its 
own,  often  highly  trained,  sales  staff. 
"It's  achieving  focus  through  decen- 
tralization," says  Brown. 

The  specialized  sales  teams  also 
helped  Stryker  better  meet  its  cus- 


Assembling  a  surgical  drill 

Listening  to  doctors  for  new  ideas. 


tomers'  needs.  Stryker's  salespeople 
act  as  a  de  facto  research  and  develop- 
ment team.  As  such,  most  of  the 
company's  new  product  ideas  come 
from  salesmen  standing  in  the  operat- 
ing room  next  to  the  physician.  There 
they  can  observe  the  doctor  in  action, 
write  down  his  comments  and  come 
up  with  ways  to  improve  a  saw,  a  hip 
implant  or  a  hospital  bed. 

Case  in  point:  Lye  surgeons  kept 
complaining  about  a  bed's  lack  of 
flexibility  at  the  head  level.  It  was 
hard,  they  said,  to  position  a  patient's 
head.  Sinker  people  took  note.  Next 
year  the  company  will  roll  out  a  bed 
with  a  movable  head  rest  an  incrc 
mental  change  but  m\  innovative  one, 
and  OIK  thai  will  bring  higher  margins 
than  the  standard  bed. 

Since  L986  Brown  has  almost  qua 
drupled    research   and    development 


expenses,  to  about  $25  million  this 
year.  While  the  salespeople  bring  back 
specific  requirements  for  product  im- 
provements, a  staff  of  more  than  150 
does  the  actual  engineering  and  de- 
sign work  in  Stryker's  labs.  The  com- 
bination keeps  Stryker's  product  line 
growing.  Half  of  Stryker's  current 
products  were  introduced  in  the  last 
five  years. 

Another  hot  new  product  is  a  tiny, 
$18,000  video  camera  used  with  a 
laparoscope  for  gall  bladder  surgery. 
Rather  than  making  a  major  abdomi- 
nal incision,  the  surgeon  punctures 
the  abdomen  and  inserts  a  laparos- 
cope— a  long  instrument  used  to  peer 
inside  the  abdominal  cavity.  Aided  by 
the  camera,  which  projects  a  clear  and 
accurate  image  on  a  large  color 
screen,  the  surgeon  can  swiftly  re- 
move the  gall  bladder.  Instead  of  a 
two-week  hospital  stay,  the  patient  is 
out  the  next  day.  Pressure  to  hold 
down  health  care  costs  have  made  this 
a  brisk  seller. 

Brown  may  use  some  of  the  com- 
pany's $64  million  in  cash  for  acquisi- 
tions. But  chances  are  it  won't  burn  a 
hole  in  his  pocket.  Over  the  past  five 
years  Brown  has  spent  only  $15  mil- 
lion. He  points  to  Stryker's  acquisi- 
tion of  Osteonics  Corp.,  a  maker  of 
hip  implants,  as  a  model.  When 
Stryker  acquired  it  in  1979,  Osteonics 
had  a  promising  new  product  and 
zero  sales.  Stryker's  Osteonics  divi 
sion  is  now  one  of  its  most  profitable 
operations.  Says  Brown:  "We  buy 
ideas,  not  companies." 

Stryker  has  been  public  since  1979, 
when  the  Stryker  family  decided  to 
sell  stock  to  free  up  some  of  its  ass< 
Its  o-t-c  traded  shares  have  since  risen 
twofold,  to  a  recent  2SV2.  (The  family 
still  owns  24%  of  the  company,  worth 
$325  million.) 

This  year  Cowen  &  «.  o.  health  care 
analyst  Daniel  I  emaitre  expects 
Stryker  to  earn  $31  million,  or  co 
cents  a  share,  on  revenues  oi  $360 
million.  With  the  stock  at  a  hefty  44 
times  expected  1991  earnings,  the 
market  seems  to  think  Brown  can 
maintain  Stryker's  impressive  growth 
rate  for  the  foreseeable  future 

For  his  part.  Brown  insists  that  he 
has  mi  intention  of  letting  up  f>n  his 
ambitious  growth  goals  ''It's  not  |ust 
20*  this  year,*'  he  says  "It's  20% 
forever.*'  ■■ 
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The  average  50  year  old 
has  only  $2300  in  savings. 


What  happens  when 
75  million  baby  boomers  retire? 


US.standard  of  living 
threatened  by  lowsaving  rate. 


The  Japanese  are  outsaving  us  four  to  one. 


There  are  a  lot  of  good  reasor  I 


You're  looking 

at  the  life  savings 
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What's  worrying  90  percent 
of  the  people  facing  retirement? 


The  View  from  Merrill  Lynch: 

Wereteiiii1, fatod  ■  report  on  saving  In 

■  ■ 

Die 0H)  I"  tWMT  hm>  mm  ll  I"  opt 

■  '.  'II.  II. 'Ill 

!.  .11.  ill:         lll'.l.l.'.l    l.\     llKllM.1l.    ll' 

1  "I I 

II,.!,  .  ■....    'I..      tX    I"!' 

■  ind  Nttlil)  whan  ll 

WW  pa)  P'T  i.  lit.  iimiiI   M.nn  fic.ifil  IIk-  Urn  mi 

1 1 1'  1  ll 1 

retirement  Income  rhirtj  i» "  •  ■<•■■■' 

l"li'    ■ rill.:. A.    .    |"    II. Wfll  In     III.  "ll  in. '.I 

Importam  retln  »Wj 


..„K  |. 


molds 


n  provided 


■gee 


:    riCM  UHMn  )  I" 

if-  m   ■!  i.'i \  Mi.  ba 

turn  n.ii  l«-\  niiri'imiii  .ii(v.  t.-xpendilUKs  lor 

■ 

....    \m.  in  .ii,.|.«l.,\  .ir.'  i...| 

adequate!)  preparing  to-  am  II '  "r,|i  li 

■ 

iiiu.ii"  n ■■■■  aping " 

1  K>  fill  that  gap  lefl 
.     ■■ 
Pott ui  make  i  gn  ai  A  il  otdil 

l.-nr..'  I.',  .  i.   ii.  ;,■  ■ 

ii. •■..!■. Im.I'.   I".  Id.- Willi ,..  '   '     "HI"- 

.  .  i  m-jwI  MkJ  Ihcy 


M  mil  lynch  Got* 


tfJWM \OI6ci   WOt  Urert  S H    fo«i  ■■       ' 


in  ...tin.- .I'  oui  n  I-"1  ■ ..in...    ■ 

■    ■    I  i    uumriave 
worioedinlheiMMix  n.iii  m-w  wnm  lialMi 
ihowivfhj  i,).  ii.r-.ii.'.,  i  need  nMeoa  federal 
■  .■ ii.  reaae  the  deft  il 

|',,F-,..iir..ii\   .nfit.1.  '  ii--.  il  Il»-  JiWi 

Ih-.w  a.mV  ■■  .  :  in  Human 

Dimenaloc  of  the  Saving  i  fob 


Merrill  Lynch 

A  tradition  of  trust. 


r^tf  LIVING  EXPFA/SES  1 
flNANClAL  INDEPENDENCE 
yfcrW-TH  AN£>  MEDICAL  6/US 


Ik  View  from  Merrill  Lynch: 

rdlng  Kilht  ilunl  annual 
Merrill  Uii'  : 

'nrM-jir\i-\  in  BBS  S) 

■  .'■lied.  tVdupsthe 
moslciisluitMnijiiil.'  Bd 
1988(003    in  r'-t'inihenumbwolpfe- 
whOWOT)  jlwutthnr  ability  to 
meet  dai)  living  estpenea  HuN»noi 
concern  about  i  '  ikr.nr 

whether  or  nolio  spend  tti 
1 1. .ii.i.i  i1  . 

buj  .i  it.uU  ncwsjuj.  I  I 

■ 
It  -.  itnportart  t< >  ■  h  ■»<•  ihai  all  thr  iwflr 

iii  ihtetu  ■■  i  'i  '•' 

■ 

ttii(*M*il'  and  onrlhiid  Iwd  h»  ****»*• 

HrmKLmK 


\c*\ur\9vm*$y  maa-Canig  hnanrud 
iiiV-i«njinr  t»  an  md  greater  ccmm 

■-- 


---   -^5»    >«•*•* 


;*t'li.r,,...>-f'nt:.i'      .-.;-«-■         -'  ■      III  '■-»*»  »**   J  w»  **%-   *"  *»'    *» 

i^  corah  ottoman  and  nwofeaJ  ban.  n        in]  rtv.  would  w  aw  J  «ra>  atmram- 
■irkfther  tan  jiw  (4  .".nrtn  wtach  haa-  IWM  pftmded  eknct  U*  ■■BaMmL 

rc*fidramjtn.Ur\  In  t»**  80"   .^tlrpn-  The ttiearibt and Ma>-TW— 

pie  varw^cojremed  are-em  tithe  fa* nan* batar* •vSom* aadmr 

LafeS  survey  SO^uadrheN  re  weened  and 
it  i  the  cUr4  gnM>  survnwd.  thr  60  to  64 
ycarc**.  Ihr  number  r  -. 

Clearly  orewns  about  meetnaj  (Mar 
men  oat*  haw  reacted  airta.*!  unwen+l 
k-vi*  Ver  airwJaalthrawranva 
Kniuii!  *<imr*  thai  thr  pnran 
respi  i  rJ*r  i  it*  puvvw.  v »  imhiuii  *e> 


\  tradition  of  trust. 


These  advertisements  appeared  over  the  past  three  years  in  various^ 
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The  new  proposed  Super  IRA  can 
make  a  difference  for  millions  of 
Americans. 

On  March  12,  1991  Senators  Lloyd 
Bentsen  and  Bill  Roth  introduced  a  bill 
proposing  the  establishment  of  a  new 
Super  Individual  Retirement  Account 
designed  to  restore  IRA  eligibility  to  -ill 
American  workers.  ( >n  the  same  day 

Tf. . OFl  ICIAl  SPONSOR  Of  THE  190? USi'l 


(V:ii>ressmen  J.J.  Piekle  and  Bill 
Thomas  introduced  the  bill  in  the 
House  of  Representatives.  This  legisla- 
tion is  now  pending  before  the  House 
and  Senate. 

The  new  Super  IRA  would  give  the 
individual  the  option  of  selecting  a  plan 
where  contributions  create  an  immedi- 
ate tax  deduction,  01  one  where 

01991  Merrill  Lynch  «  Co  Inc 


withdrawals  are  totally  tax-free  after 
five  years  In  either  case,  the  Super  IR 
will  permit  penalty-free  withdrawals  I 
first-time  home  pure  lucarjon 

expenses  ,\U(\  catastrophic  medical    v 
expenses,  as  well  as  withdraw 

any  purpose  after  age  58 

Annual  research  studies  sponsored 
b\  Merrill  Lynch  show  people 


ihy  wesupport  the  Super  IRA. 


Good  News:  IRAs 
attracted  up  toWblon  in 
new  savings  from  1982-86. 


The  View  from  Merrill  lynch: 

A  recent  Study  indicates  ttMl  IRAs 

wi-reap<wiThii  generator  ol  i"'«  savings 

!■'. Idle  income  laxpay  rsrjesorethey 

wereresinctedm  1986  The  study  pre 

in  honthe 

F.l  'HI II    .  (il     1.1V. III.  ■ 

en  tunded  by  new  saving  rather 

■  ii 

Analyses d  the  data  ■■ii"*  thai  as  much 

.1-.  SI  ISIxllionor  W)|*i'i I  the  M.ll 

IRA  conlnbutions  between  1962  - 
Irom  iwv.     , 

.1,.      .In   I-.    (hill      ill 

vehicle 
i wo  ttnriis  -ii  the  ben  i»  lanes  ol  IKA 

deduchom  were  middle  01  low  i 

Of  the  more  than  IS  million  tax  returns 
with  IRA  contribulions,  over  ID  5  million, 
or  66.9  percent  were  of  families  ot  Individ 

"  adjusted  aross  ino 

than  $50,000  Tlrse  returns  showed  58.8 
percent  of  the  total  dollars  contributed 
to  IRAs" 
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added,  "The  evidence  clearly  shows  that 
|R  V.  have  Mm  Honed  as  a  powerful 
sayings  incentive  and  nd  |usl  Gm  wearDrj 
taxpayers" 

Mr  Schftyei  sees  the  nation--  laving! 
■iin  i  Investing  needi  -is  "onedlhebiggesi 
economic  slonesofthe  1990s     ... 
much  a  human  •.lory,  as  well   What  sal 

itaia  Is  Ddhing  less  lhan  out  continued 
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Koran  executive  summary  of  the 
Inshlute  for  Research  on  the  Economics  of 
Taxations  study,  Save.  America:  A  Primer 
on  US  Sauingi  and  lis  Effect  on  Economic 
Health,  conlacl  thi  Merrill  l#n<  h  Govern' 
menl  Relations  Office  at  the  ail'ln 
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Left  bring  this  saving  vehicle 
out  of  retirement. 


The  View  from  Merrill  Lynch: 
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I  in  tor  tomorrow,"  is  the  mes- 
■    loyd  Bettsen  delivered  in  > 
speech  recently. 

we  couldn't  agree  more 

'■ 

in'-; lilt- 1  inn  .il  in-. I  till  -..  r.  mil!  -   Il 

thowsthal  il  Americans  conlinue  saving  at 
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is  as  part  of  Merrill  Lynch's  ongoing  efforts  to  help  revive  the  IRA. 

on  why  you  should, 
ialiuture. 


prepared  for  retirement  and  fear 
y  won't  have  adequate  income  for 
ily  living  expenses,  let  alone  the 
penses  of  long-term  health  care.  Bad 
ws,  indeed. 

!  However,  the  studies  show  that  most 
fople  would  respond  positively  to 
(ving  incentives  such  as  those  out- 
ted  in  the  Super  IRA  proposal. 


Support  the  Super  IRA  now. 

Please  join  in.  Write  or  call  your 
Senators  and  Representatives.  If  he  or 
she  is  already  a  cosponsor  of  the  Super 
IRA,  express  your  thanks.  If  not,  urge 
them  to  become  one.  For  names  and 
addresses  of  your  legislators  and  their 
position  on  the  Super  IRA,  call 
1-800-637-7455,  Ext.  9170. 


And  also  ask  for  a  copy  of  one  or  both 
of  our  timely  booklets,  "The  Retirement 
Fallacy"  and  "The  Public  Policy  Case 
for  Saving!' 


Merrill  Lynch 
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Robert  Hawk  started  an  Italian  restaurant 

as  a  lark.  Nearly  20  years  later, 

his  Spaghetti  Warehouse  chain  is  on  a  roll, 

Crazy  like 
a  Hawk 


By  Claire  Poole 

Robert  Hawk  had  an  appealing  sort 
of  problem.  It  was  1970,  and  Pier  1 
Imports  had  just  gone  public — four 
years  after  a  management  buyout 
from  Tandy  Corp.  Hawk,  who  was 
then  43  and  a  Pier  1  vice  president, 
saw  his  small  stake  in  the  company 
turn  into  a  couple  of  million  dollars' 
worth  of  stock.  Suddenly,  he  recalls, 
"I  had  more  monev  than  I  knew  what 


to  do  with." 

Then  he  remembered  something 
his  former  boss  Charles  Tandy  once 
said.  "When  you  reach  that  point  in 
your  life,"  Tandy  said,  "run  a  bar, 
start  a  restaurant  or  retire  on  a  farm." 
Farm  life  didn't  appeal  to  him,  so 
Hawk  cashed  in  some  of  his  Pier  1 
stock,  leased  an  abandoned  pillow 
factory  on  the  west  side  of  downtown 


Robert  Hawk,  founder  and  chairmar    I  Spaghetti  Warehouse 
"My  friends  thought  I  was  crazy.  I  >■.    >ot  sure  that  I  wasn't." 


Dallas  and  turned  it  into  a  family -style 
Italian  restaurant  he  called  Old  Spa- 
ghetti Warehouse. 

"My  friends  thought  I  was  crazy," 
says  Hawk,  a  soft-spoken  6 -foot  2 
Oregon  native.  "I'm  not  sure  that  I 
wasn't."  That  was  in  1972. 

In  1991  it  is  more  than  clear  that 
Hawk  wasn't  crazy.  The  restaurant, 
which  offered  basic  pasta  dishes  at 
prices  college  students  and  young 
families  could  afford,  was  so  success- 
ful that  six  months  after  he  opened  it 
Hawk  quit  Pier  1  and  went  into  the 
restaurant  business  full  time.  Today 
his  S43  million  (revenues)  Spaghetti 
Warehouse  chain  has  restaurants  in 
some  20  cities  around  the  country. 
With  a  five-year  average  return  on 
equity  of  14.5%,  Spaghetti  Ware- 
house ranks  number  135  on  Forbes' 
list  of  the  200  Best  Small  Companies 
in  America,  up  five  notches  from  its 
ranking  last  year. 

Like  Hawk's  first  restaurant,  most 
Spaghetti  Warehouse  oudets  are  in 
converted  factories  and  warehouses  in 
urban  areas.  The  basic  fare:  1 1  differ- 
ent made -from -scratch  pasta  sauces — 
from  meat  and  meatballs  to  some- 
thing called  beer  chili — as  well  as  1 5- 
layer  lasagna,  manicotti,  cannelloni 
and  chicken  parmigjana.  Average  res- 
taurant size:  15,500  square  feet,  with 
450  seats. 

Most  nights  find  the  restaurants 
serving  to  capacity.  Prices,  still  rea 
sonable,  are  one  reason.  Lunch  is 
than  S6,  and  an  average  dinner  bill, 
excluding  tip  and  alcoholic  beverag 
usually  runs  just  over  S8 — not  much 
more  than  a  movie  ticket.  The  quirky 
decor,  mostly  picked  up  at  aucti 
and  junk  shops,  adds  to  the  entertain- 
ment   value.    In    addition    to    r 
matched  tables  and  chairs,  m 
taurants    feature    stained-glass    win- 
dows,     chandeliers,      brass      K 
converted  into  seating,  church  con- 
fessionals turned  into  phone  boo: 
even  eat-in  nolle)  ^ 

"The  concept  brings  them  in," 
H.iw  k.  "The  food  brings  them  back." 

Since  the  initial  public  offering  in 
1985,  revenues  have  more  than  tri 
pled,  to  S4.>  million  in  fiscal   I'Wl 
(ended  June  29).  Earnings  hit 
under  S4  million,  or  ~f>  cents  I  share, 
up  from  24  cents  in  I9fl 

[f  anything,  the  recession  m.i\  have 
helped  Hawk's  business   Thcs 
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Louis  Neeb,  Spaghetti  Warehouse's  new  chief  executive 

Plans  to  open  five  new  restaurants  a  year  over  the  next  few  years. 


people  don't  stop  going  out  to  eat 
when  things  get  tough,  but  they  do 
look  for  less  expensive  places  to  go. 
Over  the  past  12  months,  the  com- 
pany's net  earnings  rose  over  38%.  At 
a  recent  price  of  247/s,  Spaghetti 
Warehouse's  New  York  Stock  Ex- 
change listed  shares  have  risen  four- 
tccnfold  from  their  offering  price. 
Hawk's  6%  of  the  company  is  worth 
around  9  million. 

1  low  docs  Spaghetti  Warehouse 
keep  prices  low  and  still  wring  over  9 
cents  of  net  profit  from  each  sales 
dollar?  (The  industry  average  of  all 
restaurants  is  a  hit  less  than  9%.)  It  all 
starts  with  the  buildings.  Hawk  typi- 
cally picks  old  factories  and  ware 
houses  in  run  down  areas  of  inner 
cities  where  the  real  estate  is  cheap.  In 
Oklahoma  City,  for  example,  Hawk 
bought  .\n  abandoned  furniture  ware 
house  for  $187,000  in  1989.  And 
because  the  location  was  in  a  historic 


area,  he  got  a  $100,000  tax  credit  for 
renovating  the  building.  The  low  ac- 
quisition costs  allow  him  to  spend  real 
money,  usually  around  $2  million 
each,  to  refurbish  his  buildings.  In  its 
first  year,  the  400-seat  Oklahoma 
City  restaurant  generated  $3.8  mil 
lion  in  sales  and  $1.1  million  in  oper- 
ating cash  flow. 

Spaghetti  Warehouse's  basic  pasta 
fare  is  relatively  inexpensive  to  pre- 
pare, and  Hawk  minimizes  the  cost  by 
centrally  buying  staple  ingredients — 
spaghetti,  tomato  sauce  and  cheese — 
directly  fipOm  manufacturers  whenev- 
er possible,  often  countercyclically.  As 
the  chain  has  grown,  the  company  has 
achieved  better  economies  of  scale.  In 
fiscal  1991  food  costs  were  down  to 
23.2%  of  sales,  versus  25.3%  four  years 
ago.  Each  percentage  point  of  savings 
adds  over  $400,000  a  year  to  pretax 
earnings. 

The  trick  in  am  moderately  priced 


restaurant  operation  is  to  keep  costs 
low  but  the  level  of  service  high — 
otherwise  your  customers  will  soon 
find  another  place  to  eat.  To  resolve 
the  conflict  between  low  cost  and 
high  service,  Hawk  pays  his  managers 
year-end  bonuses  that  run  betweeen 
30%  and  50%  of  their  base  pay.  The 
bonuses  are  based  on  both  a  restau- 
rant's profitability  and  its  sales 
growth.  That's  a  big  incentive  to  run  a 
tight  ship,  but  not  a  too-tight  one. 
Including  bonus,  the  average  Spa- 
ghetti Warehouse  general  manager 
makes  $67,000  a  year;  kitchen  man- 
agers get  around  $45,000. 

Spaghetti  Warehouse  now  operates 
restaurants  as  far  afield  as  Rochester, 
N.Y.,  Charlotte,  N.C.  and  Tampa, 
Fla.,  but  Hawk  believes  there's  still 
plenty  of  room  to  expand.  In  May  the 
company  raised  $20  million  in  a  sec- 
ondary stock  offering.  Hawk  used  half 
of  the  money  to  pay  down  the  last  of 
the  company's  debt.  The  rest  will  go 
to  refurbish  the  Dallas  flagship  restau- 
rant and  fund  expansion  plans — at 
least  five  new  restaurants  a  year  over 
the  next  couple  of  years,  in  places  like 
San  Antonio,  Cleveland  and  Colum- 
bia, S.C.  Hawk  has  also  recently 
signed  his  first  franchise  agreements; 
these  will  put  Spaghetti  Warehouses 
in  Kansas,  Tennessee  and  southern 
California. 

Hawk  officially  retired  as  president 
and  chief  executive  officer  of  the  com- 
pany in  luly,  bringing  in  Louis  Neeb, 
52,  a  former  president  of  Steak  &  Ale 
and  Burger  King.  But  Hawk  is  still 
very  much  invoked.  As  chairman,  he- 
spends  most  of  his  time  shopping  for 
new  sites  and  attending  auctions  to 
bid  on  fixtures  for  the  restaurants  (or 
antique  cars  for  himself),  or  fishing 
near  his  vacation  home  in  Crested 
Butte,  Colo. 

An  informal  fellow  who  helps  hang 
signs  before  restaurant  openings 
wearing  an  old  flannel  shirt,  blue  jeans 

and  a  cow  oo\  hat.  Hawk  says  he's  .in 
surprised  b\  his  current  gixkl  fortune 
as  he  w  as  W  years  ago  w  hen  he  cashed 
out  his  Tier  1  stock.  Announcing  his 
retirement,  he  described  his  success  in 
a  typically  self  effacing  fashion:  "It 
was  the  case  o\' a  blind  hog  stumbling 
into  the  sour  mash."  Well,  that  and  a 
lot  of  attention  to  the  paying  custom 
cis  and  figuring  out  what  they  want 
.md  will  pa)  tor  Hi 
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UNUM. 

That's  who. 


UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know: 


UNUM  Life  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through 
this  company).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
New  York).  First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1991  UNUM  Life  Insurance  Company 

1-800-634-8026 
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Laser  Precision  has  managed  to  weather  a  managerial  storm 
that  would  have  sunk  most  little  companies.  Whether  it  can  now 
realize  its  potential  for  growth  is  a  very  open  question. 


Lull  before 
the  next 
storm? 


By  Fleming  Meeks  and  Jean  Sherman  Chatzky 


Usually,  high  turnover  of  top  man- 
agement is  anathema  to  small  compa- 
nies— a  sign  of  impending  death.  Yet 
Laser  Precision  Corp.,  of  Irvine, 
Calif.,  seems  to  have  survived  mana- 
gerial turmoil  that  has  seen  three  indi- 
viduals occupy  its  chief  executive  of- 
fice in  about  as  many  years.  Whether 
the  company  can  continue  to  survive 
is  the  question. 

A  hot  company  in  a  hot  industry, 
Laser  Precision  makes  testing  and 
measurement  equipment  used  in  fi- 
ber-optic    telecommunications.     It 
earned  close  to  $2  million  last  year  on 
revenues  of  nearly  $23  million;  its 
consistently  strong  return  on  equity 
(five-year    annual    average:    12.1%) 
won  it  the  166th  spot  on  this  year's 
list  of  the  best  Up  &  Comers.  For 
1991,    revenues    are    expected    to 
reach  $27  million,  coming  from 
sales  to  big  customers  like  AT&T, 
Sprint  and  MCI. 

Laser  Precision  makes  fiber- 
optic cable  testing  devices.  If  a 
telecommunications     com- 
pany has  a  problem  with  its       > 
fiber  cable,  it  uses  Laser      J 
Precision's  testing 

equipment  to  shoot  a 
beam  into  the  cable.  At 
a  distance  up  to  about 
80  miles,  the  beam 
can  locate  and  diag- 
nose any  defect  in 
the  cable.  So  strong 
is  the  product  that 
the      company     corn- 
Forbes  ■  November  11, 1991 


mands  a  26%  share  of  the  worldwide 
market  for  fiber-optic  test  equipment. 
Walter  (Mike)  Doyle,  a  University 
of  California  at  Berkeley  Ph.D.,  and  a 
couple  of  college  friends  started  Laser 
Precision  in  1969  in  Utica,  N.Y.  They 
raised  $150,000  in  a  tiny  intrastate 
offering  in  1970.  In  1977  Doyle 
moved  the  company's  work  in  laser- 
based  chemical  analysis  to  California. 


His  partners  remained  in  Utica  to 
work  on  fiber-optic  test  equipment. 
(They  eventually  left  the  company.) 
In  1980  Doyle  raised  $1.5  million 
from  the  public  for  the  marginally 
profitable  company.  But  growth  re- 
mained slow.  Doyle  kept  the  compa- 
ny afloat  by  selling  more  shares,  slow- 
ly diluting  his  initial  stake. 

In  1984  he  met  a  successful  venture 
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capitalist  named  David  Goodman. 
Doyle  needed  help  and  asked  Good- 
man to  become  a  consultant  to  the 
company  and  later  join  Laser  Preci- 
sion's board.  Goodman  recommend- 
ed that  the  company  pump  more 
money  into  the  fiber-optic  side  of  the 
business. 

Goodman  then  introduced  Doyle 
to  his  old  friend  C.  Fredrick  Sehnert, 
who  had  been  involved  in  several 
high-tech  companies — Kratos,  Inc. 
and  Wavetek  Corp.  among  them. 
Goodman  brought  him  into  Laser 
Precision  in  1985. 

Over  the  next  three  years  the  fiber- 
optic test  equipment  business  began 
to  take  off,  bringing  in  large  operating 
profits.  But  in  1988  the  chronically 
unprofitable  laser- based  chemical 
analysis  group,  Doyle's  baby,  was 
dragging  down  Laser  Precision's 
earnings. 

The  board  asked  Doyle  to  bring  in  a 
professional  manager  to  run  the  com- 
pany. Doyle  resisted  the  idea.  The 
board  fired  him  in  1988. 

With  the  founder  gone,  who  would 
run  the  company?  The  board  picked 
Goodman,  then  68,  who  had  not  held 
an  operating  job  since  the  Fifties.  He 
continued  to  push  the  fiber-optics 
test  equipment  side  of  the  business. 
But  he  also  continued  to  invest  in  the 
moneylosing  analytic  division. 

In  1989  revenues  stalled  at  $26 
million.  The  fiber-optics  test  equip- 
ment division  was  still  growing  smart- 
ly and  throwing  off  good  money,  but 
losses  in  the  analytic  division  dragged 
earnings  to  less  than  $200,000,  from 
$1.9  million  the  previous  year.  Laser 
Precision's  stock  price  was  more  than 
halved,  to  below  3. 

It  was,  as  they  say,  a  defining  mo- 
ment in  the  company's  development. 
But  still  Goodman  resisted  the 
board's  pressure  to  get  rid  of  the 
troubled  division.  Finally,  the  board 
acted.  Early  this  year  Laser  Precision 
sold  the  analytic  division,  turning  La 
ser  into  a  hot  stock.  By  August  its 
shares  shot  up  to  over  16. 

In  August  the  board  fired  Good 
man,    replacing   him    with    Fredrick 
Sehnert.  The  stock  has  recently  cased 
to  around  9. 

How  has  Laser  Precision  survived 
this  turmoil?  The  product, as  noted,  is 
excellent.  And  the  engineering,  mar 
keting  and  production  people,  most 


of  them  based  at  the  company's  man- 
ufacturing facility  in  Utica,  continued 
to  introduce  successful  new  products 
while  the  generals  out  on  the  West 
Coast  have  squabbled  and  departed. 
Moreover,  the  market  for  Laser  Preci- 
sion's testing  equipment  is  growing 
rapidly.  Montgomery  Securities  ex- 
pects the  global  market  for  fiber-optic 
test  equipment  to  grow  to  $400  mil- 
lion by  1994. 

But  no  company  can  survive  such 
turmoil  indefinitely.  Having  survived 
one  storm,  Laser  Precision  will  proba- 
bly enter  another  unless  the  new  chief 
executive,  Sehnert,  can  get  his  act 
together  quickly.  Otherwise,  he  may 
start  losing  ground  to  those  competi 
tors  that  will  see  the  same  growth 
forecasts. 

Is  Sehnert  up  to  the  job?  His 
record  in  running  Kratos  (liquidated 
in  1986)  and  ailing  Wavetek  (sold 
earlier  this  year)  is  not  encouraging. 
Nor  does  he  sound  very  sure  of 
himself  when  he  looks  ahead  M\d 
says:  "It  will  be  a  major  challenge  for 
us  to  do  as  well  as  the  company  has 
done  " 

Indeed  it  will.  ■■ 


How  has  Laser  Preci- 
sion survived  this  tur- 
moil? The  product,  as 
noted,  is  excellent. 
Moreover,  the  market 
for  fiber-optic  test 
equipment  is  growing 
rapidly. 
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You  don't  have  to  be  a  world  famous  quarterback, 
like  Joe  Montana,  to  take  advantage  of  the 
potentially  high  returns  of  foreign  investments. 

Franklin  makes  it  possible  by  offering  the 
Franklin  International  Equity  Fund  and  the 
Franklin  Pacific  Growth  Fund. 

Both  funds  provide  the  opportunity  to  invest  in 
international  markets  that,  in  many  cases,  have 
outperformed  the  U.S.  stock  market 

1-800-DIAL  JOE,  Ext.  823 

"Foreign  investing  is  subject  to  certain  risks, 
which  are  discussed  in  the  prospectus. 
This  advertisement  is  a  paid  endorsement. 


I  would  like  a  free  prospectus  on  Franklins  International  Funds, 
containing  more  complete  information,  including  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or  send  money. 

I  am  currently  a  Franklin  shareholder. 
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Franklin   distributors,   inc. 

777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Member  $50  Billion  Franklin  Group  of  Funds 
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00  BEST  SMALL  COMPANIES 


In  this  era  of  bank  megamergers,  hundreds  of  small 
banks  remain  happily  independentand  nicely  profitable. 

Think  global, 
bank  local 


By  Jason  Zweig 

This  country's  first  bank  failure  was 
not  a  behemoth  like  the  Bank  of  the 
United  States,  but  the  little  Farmers 
Exchange  Bank  of  Glocester,  R.I., 
which  went  kaput  in  1809  after  lend- 
ing $800,000  on  $45  in  capital. 

So  it  was  that  for  many  Americans 
big  meant  safety  in  banking  and  small 
meant  risky.  No  longer.  With  mighty 
Citibank  and  Security  Pacific  hum- 
bled into  suspending  their  dividends, 
it  is  clear  that  size  is  no  longer  any  key 
to  asset  quality.  In  fact,  some  of  the 
smallest  banks  are  today  some  of  the 
most  secure. 

Let's  start  by  looking  for  bad  assets. 
(  :pb  Inc.  is  the  Honolulu-based  parent 
of  Central  Pacific  Bank.  There  non- 
performing  loans  have  shrunk  from 
$8.8  million  in  1986  to  just  $3.9 
million  last  year — even  as  total  assets 
were  mushrooming  from  $605  mil- 
lion to  $1.04  billion. 

In  the  annual  report  of  Bellingham, 
Wash. -based  Horizon  Bank,  all  you'll 
find  is  this:  "The  Bank  had  only  one 
nonperforming  loan  of  $66,235  as  of 


. 


Mar.  31,  1991."  This  on  year-end 
1990  assets  of  $331  million,  making 
the  ratio  of  nonperforming  loans  to 
total  loans  almost  invisible.  Rub  your 
eyes  all  you  want;  it's  not  a  typo. 

Overpaid,  out-of- touch  manage- 
ment? At  Bank  of  Granite  in  Granite 
Falls,  N.C.  (assets,  $326  million), 
Chairman  John  Forlines  earned  all  of 
$177,470  last  year.  The  bank  has  had 
record  earnings  for  35  quarters  in  a 
row,  but  Forlines'  office  in  the  two- 
story  headquarters  overlooks  the  rail- 
road tracks,  and  he  trundles  around 
town  in  a  Buick. 

Officers  and  directors  who  won't 
buy  their  own  stock?  At  National 
Commerce  Bancorporation  of  Mem- 
phis, Tenn.  (assets,  nearly  $2  billion), 
insiders  own  26%  of  the  shares.  No 
wonder  return  on  equity  hit  18.7% 
last  year. 

Grandiose  ambitions?  You'll  have 
to  settle  for  the  stated  mission  of  First 
Merchants  Corp.  in  Muncie,  Ind.: 
"to  be  the  financial  services  provider 
of  choice  in  east  central  Indiana." 


These  community  banks  and  small 
regional  banks  may  not  know  a  yen- 
bond  barbell  swap  from  a  hole  in  the 
ground,  but  they  do  know  how  to 
lend  out  money  and  bring  it  back  in 
when  it's  due.  Take  Bank  of  Granite, 
which  has  nine  offices  in  western 
North  Carolina.  Says  Chairman  John 
Forlines:  "Service  is  an  absolute  ob- 
session with  us." 

So  is  knowledge  of  its  communi- 
ties. Bank  of  Granite  has  local  boards 
of  directors  in  each  of  the  six  commu- 
nities where  it  has  branch  offices. 
Among  its  directors  are  accountants, 
stockbrokers,  furniture  and  pharma- 
ceutical executives,  dentists,  teachers 
and  truckers.  The  local  directors  are 
"our  eyes  and  ears,"  says  Forlines. 
They  complement  the  fieldwork  of 
the  branch  managers  and  lending  offi- 
cers. They  know  who  needs  money; 
they  know  who  can  pay  it  back. 

Sendee  is  also  an  obsession  at  First 
Merchants  Corp.  Last  year  First  Mer- 
chants hired  four  market  researchers 
to  masquerade  as  customers  for  a 
month,  opening  accounts,  telephon- 
ing branches,  critiquing  every  service 
and  employee  they  encountered. 
"We  weren't  quite  as  good  with  our 
customers  as  we  thought  we  were/' 
says  President  Stefan  Anderson. 

So  First  Merchants  urged  employ- 
ees to  be  more  vigilant  and  creative 
with  customers.  When  a  teller  recent- 
ly noticed  that  an  elderly  woman 
seemed  "unsure  of  herself"  while 
making  a  withdrawal,  she  took  the 
woman  aside  for  a  chat,  only  to  find 
that  the  customer  was  the  victim  of  a 
telemarketing  scam.  The  teller  con- 
tacted  the  police.   "She   saved  our 
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In  the  East, 

it's  one  of  the 

best  known 

companies. 


best  kept 
secrets. 


Sunkyong  is  a  world-class  business  group  based  in  Korea, 
with  annual  revenues  of  more  than  10  billion  dollars. 

e  are  a  recognized  leader  in  the  fields  of  energy,  international  trade,  petrochemicals, 
libers,  magnetic  and  optical  media  and  engineering/construction.  Sunkyong  has  a 
rowing  commitment  to  such  technology- driven  fields  as  fine  and  specialty  chemicals, 
high  performance  engineering  plastics,  pharmaceuticals  and  telecommunications. 
In  the  U.S.,  we  generate  more  than  $800  million  in  annual  revenues  working 

with  hundreds  of  American  companies.  We  are  forming  alliances  with 
companies  seeking  a  partner  with  a  strong  capital  base  and  access  to  markets 
and  products  around  the  world,  particularly  in  Asia. 
If  you  are  looking  for 
a  perfect  partner,  please  contact 
Managing  Director,  Sunkyong  U.S.A.,  Inc., 
110  East  55th  Street,  NY,  NY  10022 

Fax:  (212)  906-8137  A  perfect  partner  for  American  business. 


ZOO  BEST  SMALL  COMPANIES 


Own  a  piece  of  the  pebble 

Bank/location 

Return  or 

equity 

Non- 

Return 

5-year 

Latest  12  mos 

Recent 

Market 

Latest 

5-year 

latest 

performing 

on 

EPS 

sales 

profits 

stock 

value 

12  mos 

average 

12mos 

assets1 

average 

growth 

($mil) — 

price 

($mil) 

P/E 

assets2 

rate 

Bank  of  Granite/Granite  Falls,  NC 

18.2% 

17.9% 

0.83% 

2.08% 

13% 

$33 

$6.7 

21 

$77 

11.6 

CPB/Honolulu,  HI 

14.3 

15.4 

0.25 

1.21 

20 

98 

12.2 

21 

107 

8.8 

First  Merchants/Muncie,  IN 

11.2 

12.3 

0.80 

1.20 

10 

52 

6.3 

28 

58 

9.2 

Firstbankof  Illinois/Springfield,  IL 

11.4 

13.3 

1.25 

1.13 

19 

117 

13.0 

28 

160 

11.9 

Horizon  Bank/Bellingham,  WA 

9.8 

10.4 

0.00 

1.57 

13 

34 

5.1 

15 

58 

11.4 

National  Commerce  Bancorp/Memphis,  TN 

17.6 

19.2 

0.50 

1.41 

15 

216 

28.3 

31 

316 

11.4 

Omni  Capital  Group/Salisbury,  NC 

9.8 

10.2 

0.63 

1.02 

12 

57 

5.6 

18 

45 

8.0 

Onbancorp/Syracuse,  NY 

9.6 

13.8 

0.65 

0.86 

38 

183 

17.7 

19 

147 

8.3 

One  Valley  Bancorp/Charleston,  WV 

11.7 

13.1 

0.69 

1.01 

10 

199 

19.8 

32 

191 

9.7 

Workingmens Capital  Holdings/Bloomington,  IN 

9.6 

15.8 

0.14 

1.06 

20 

15 

1.7 

15 

13 

7.9 

Stock  prices  as  of  Oct.  11.     1As  a  percentage  of  total  assets,  last  quarter;  includes  loans  90  days  past  due 

;  and  still 

accruing. 

2Last  four  quarters. 

Sources:  William  0' Neil  &  Co.;  SNL  Securities 

These  small  to  midsize  banks  and  thrifts  have  returns  on  equity  that  a  lot  of  industrial  companies 
would  envy,  earnings  growth  that  many  technology  companies  would 
wish  for,  and  balance  sheets  that  most  big  banks  would  die  for. 


customer  $10,000,"  says  Anderson 
proudly. 

Slick  marketing  helps,  too.  Bank  of 
Granite  offers  accounts  for  older  peo- 
ple that  provide  perks  including  dis- 
count vouchers  at  local  opticians,  free 
notary  service  and  assistance  with 
medical  claims.  "The  people  over 
55,"  slyly  says  the  73-year-old  For- 
lines,  "they're  the  ones  who  have  the 
money." 

National  Commerce  Bancorpora- 
tion  takes  marketing  literally.  One  of 
its  subsidiaries,  Nashville  Bank  of 
Commerce,  has  about  $150  million 
in  deposits  at  14  branches — all  inside 
Kroger  supermarkets.  "We  didn't 
have  to  worry  about  a  competitor 
opening  up  a  branch  across  the  aisle," 
jokes  Chairman  Bruce  Campbell — 
and  the  supermarket  banks  are  open 
evenings  and  Saturdays.  At  National 
Commerce's  Memphis  branches  last 
year,  customers  got  a  $5  credit  and  an 
apology  from  the  bank's  president  if 
they  had  to  wait  more  than  5  minutes 
in  line  for  a  teller.  (By  year  end  the 
bank  had  shelled  out  $120.) 

With  their  prudent  lending  and 
imaginative  marketing,  you  might 
think  the  small  banks  would  be  hot 
stocks.  Not  really.  According  to  s\i 
Securities  of  Charlottesville,  Va., 
shares  of  banks  with  less  than  $1 
billion  in  assets  rose  just   17.6%  this 


year  through  Oct.  15.  Meanwhile,  the 
stocks  of  the  nation's  largest  banks — 
each  with  more  than  $10  billion  in 
assets — rose  54.6%.  Yet  the  average 
big  bank  has  2.92%  of  its  assets  in 
nonperforming  loans,  while  smaller 
banks  average  just  1.42%.  (The  aver- 
age for  the  ten  banks  on  our  list  above: 
0.57%.)  "The  smaller  banks  tend  to 
be  undervalued  compared  with  the 
larger  ones,  because  there  are  so  many 
of  them  and  so  few  analysts  who 
follow  them,"  says  James  Marks  of 
SNL  Securities. 

This  is  not  to  say  that  small  banks 
are  risk- free.  They  are  not.  Just  as 
many  big  banks  lent  too  much  to  real 
estate  developers,  leveraged  buyouts 
or  Third  World  countries,  many  small 
banks  are  highly  concentrated  in  real 
estate  or  small  business  lending.  Since 
they  are  not  geographically  diversi- 
fied, small  banks  can  take  a  pounding 
if  the  local  economy  falters.  Indepen- 
dent Bank  Corp.  of  Rockland,  Mass  , 
for  example,  returned  17.25%  on  its 
average  equity  in  1988.  But  it  crum 
bled  with  the  rest  of  Massachusetts. 
Over  the  last  12  months  its  return  on 
equity  plunged  to  -48.25%,  and 
since  June  its  Rockland  Trust  Co.  unit 
has  been  operating  under  a  consent 
decree  with  the  federal  Deposit  In 

surance  Co. 

As  for  investing  in  the  stocks,  li 


quidity  can  be  a  problem.  Most  small 
banks  trade  thinly  over-the-counter, 
so  even  an  individual  investor  can 
knock  the  stock  around.  And  they  are 
not  exacdy  dying  to  be  in  the  lime- 
light. George  Gust,  chairman  of  Ho- 
rizon Bank,  politely  declined  an  inter- 
view with  Forbes:  "We'd  just  as  soon 
pass  it  by.  One  reason  we're  so  healthy 
is  we've  stayed  out  of  the  newspapers 
and  magazines.  Thank  you  for  your 
interest,  though." 

Despite  such  modesty  and  the 
problem  of  thin  stocks,  smaller  banks 
are  attracting  institutional  investors. 
Take  Workingmens  Capital  Hold- 
ings, Inc.,  parent  o\  Workingmens 
Federal  Savings  Bank  ot  Bloomi: 
ton,  Ind.  An  investment  group  led  by 
First  Manhattan  Co.  holds  7%,  and 
Wellington  Management  Co.  holds 
10%.  Honolulu's  ctb  is  14%owned  b\ 
Sumitomo  Bank,  6%  by  the  State  o\ 
Wisconsin  Investment  Board.  Na 
tional  Commerce  Bancorporation  is 
5%  ow  ned  b\  one  of  the  few  big  banks 
that  can  rival  it  in  profitability,  1  P 
Morgan  &  Co. 

Not  all  the  nation's  ^.000  0 
under  SI  billion  banks  are  this  artlu 
cut,  but  thousands  are  nicer)  profit 
able  and  happily  independent.  In  this 
era  of  big  mergers  m\^.\  ever-bigger 
banks,  don't  write  off  the  hometown 

bank.  ■ 


260 


Forbes  ■  November  11.  1^1 


HE  W  Til 


Ours  is  an  age  of  vanishing  loyalties.  Yet  the  client  relationships  of  one  insurance  company 
endure.  Every  year  it  retains  nearly  90%  of  the  corporate  property/casualty  clients  it  served  the 
year  before.  □  Why  this  insurance  company,  not  another?  Because  year  after  year,  for  more  than 
180  years,  this  insurance  company  has  been  recognized  as  a  pillar  of  financial  strength  and 
stability  in  an  otherwise  uncertain  world.  This  is  why  firms  that  come  to  ITT  Hartford  m 

stay  with  ITT  Hartford.  □  When  you  need  us  most,  we're  at  our  best.  ITT  HARTFORD 


©  1991 .  ITT  Hartford  Insurance  Croup,  Hartford,  CT  06115 


THE  200  BEST  SMALL  COMPANIES 


Just  how  much  do  they  earn,  these  dreamers  and  drivers 
who  are  running  America's  leading  small  companies? 

Meet  the  bosses 
of  the  200  Best 


By  Steve  Kichen 

What's  the  profile  of  the  typical 
chief  executive  on  our  200  Best  Small 
Companies  list?  Male,  53  years  old, 
has  been  with  the  company  12  years 
and  running  it  for  8  years. 

Of  the  200  chief  executives,  85% 
have  a  college  degree;  42%  have  at 
least  one  graduate  degree.  Harvard 
graduated  more  small -company  exec- 
utives— 8 — than  any  other  school, 
with  Dartmouth  and  the  University  of 
Wisconsin  next. 

Technical  backgrounds,  including 
experience  in  engineering  and  medi- 
cine, showed  up  on  the  resumes  of  57 
chief  executives.  Looking  down  the 
list,  administration,  finance  and  mar- 
keting skills,  not  surprisingly,  helped  a 
lot  of  executives  find  their  way  to  the 
corner  office. 

Founders  or  cofounders  run  half 
these  companies.  So  they  tend  to  have 
respectable  equity  stakes.  The  median 
executive  owns  5.6%  of  his  company's 


shares,  worth  $7.5  million. 

In  the  last  fiscal  year  the  median 
executive  in  this  survey  received  a 
salary  and  bonus  totaling  just 
$276,200,  while  fringe  benefits  such 
as  company  contributions  to  a  401k 
plan,  insurance  and  an  automobile 
allowance  added  $11,600.  Stock  op- 
tions kicked  in  another  $151,000. 

But  around  this  median,  the  figures 
were  all  over  the  place.  Measured  by 
revenues,  American  List,  with  reve- 
nues of  $9  million,  was  the  smallest 
company  in  this  year's,  survey,  but  its 
boss  and  founder,  Martin  Lerner, 
paid  himself  $821,000—9  cents  on 
the  revenue  dollar. 

By  contrast,  Stryker,  a  manufactur- 
er of  hospital  supplies  and  surgical 
instruments,  had  12-month  revenues 
of  $342  million  and  has  a  current 
market  value  of  $1 .3  billion;  yet  John 
W.  Brown,  Stryker's  head,  had  total 
compensation  of  just  $462,000. 


Who  made  the  most  overall? 
Duane  C.  Montopoli,  the  chief  exec- 
utive of  Chemical  Fabrics,  a  New 
Hampshire -based  manufacturer  of 
specialty  fabrics  and  flexible  compos- 
ite materials  for  use  in  extreme  envi- 
ronments. Montopoli  made  $2.3 
million  last  year,  $2.1  million  of 
which  came  from  the  exercise  of 
stock  options. 

Indeed,  the  chief  executives  who 
made  the  most  last  year  were  those 
who  exercised  stock  options. 

The  rebound  in  the  stock  market 
brought  several  of  these  companies 
into  the  public  markets  last  year. 
Danek  Group,  Haemonetics,  Koll 
Management  Services  and  lxe  all  had 
initial  public  offerings  in  1991.  Exec- 
utives commonly  sell  some  of  their 
shares  in  a  new  offering,  but  we  didn't 
count  that  money  as  compensation; 
these  people  were  simply  cashing  in 
some  chips.  H 


Best  small-company  bosses:  highest  paid . . 


Chief  executive/company 


Duane  C  Montopoli/Chemical  Fabrics1 
Ronald  J  Friedsam/Structural  Dynamics  Res 
Ron  Pickard/Danek  Group 
John  G  Rangos  Sr/Chambers  Development 
Joel  C  Gordon/Surgical  Care  Affiliates 

Albert  L  Nichols/Nichols  Institute 
Roe  H  Hatlen/Buffets 
John  FGifford/Maxim  Integrated  Prods 
S  Robert  Levine/Cabletron  Systems 
Edward  H  Arnold/Arnold  Industries 

*  Includes  all  share  classes.  'Shareholders  vote  Oct  31  on  :i  )me  change  to  ChemFab  Corp.  2Became  chief  executive  4/1/91 .  Salary  data  not  available 


salary 

-Compensation  (000)— 
other           stock 

total 

Stock  owned 

%           mktval* 

—Latest  12  mos— 
sales          profits 

Return  on 
equity 

+  bonus 

gains 

(000) 

($mil) 

5-yravg 

$205.3 

-        $2,144.3 

$2,349.6 

0.06%        $59 

$51 

$5.8 

17.0% 

805.6 

$4.0          1,239.0 

2,048.6 

0.05          276 

140 

16.4 

16.1 

— * 

1,635.8 

1,635.8 

3.30       9,460 

32 

4.2 

35.7 

1,548.0 

2.0 

1,550.0 

27.65    524,354 

281 

39.0 

15.8 

457.4 

1,081.1 

1,538.5 

6.32      77,177 

146 

15.5 

15.9 

457.0 

1,042.7 

1,499.7 

19.42      33,523 

200 

7.5 

10.4 

176.11 

1,270.4 

1,446.6 

6.16      19.402 

171 

9.0 

19.2 

400.0 

-            922.5 

1,322.5 

2.22        5.031 

74 

10.1 

16.1 

1.091  J 

—                  — 

1,091.4 

29.28    375.415 

233 

46.4 

44.1 

1,021 

—                  — 

1,020.2 

28.94    120,973 

163 

22.6 

21.7 

262 


Forbes  ■  November  1 1.  l°°l 


Manhattan  skyline 


Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's  three 
big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc., 
is  one  of  the  world's  premier  financial  services 
groups.  We  operate  effectively  in  every  market, 
offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you 


* 


at  the  top. 


Zurich  (Head  Office)  •  Abu  Dhabi  ■  Atlanta  •  Beijing  •  Berlin  ■  Bogota  •  Buenos  Aires  ■  Cairo  ■  Calgary  ■  Caracas  ■  Chicago  •  Frankfurt    Gibraltar  •  Guernsey  •  Hong  Kong  ■  Houston  ■  Johannesburg 
London  ■  Rio  de  Janeiro  •  San  Francisco  ■  Sao'  Paulo  •  Singapore  ■  Stuttgart  ■  Taipei  ■  Tehran  •  Tokyo  •  Toronto  ■  Vancouver 
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The  200  Best  Small  Companies:  overachievers 
in  life  and,  sometimes,  on  Wall  Street. 

Reunion  of  the 
class  of  1990 


By  Gilbert  Steedley 

Investors  will  pay  a  premium  for 
good  concepts,  good  management 
and  solid  growth. 

For  proof  of  this,  look  no  further 
than  last  year's  survey  of  the  200  Best 


1990s  winners 

Company 

Recent 
price 

%  change 
'90  to  '91 

HealthCare  Compare 

31V4 

533% 

Vicor 

28 

387 

Group  1  Software 

22V2 

329 

Digi  International 

24 

300 

Vencor 

31% 

297 

Duty  Free  Intl 

36V4 

295 

Value  Merchants 

33% 

280 

Cisco  Systems 

40% 

274 

Medstat  Systems 

33V4 

265 

Concord  Computing 

26% 

257 

Electronic  Arts 

21% 

256 

T2  Medical 

29% 

245 

Good  Guys 

25% 

240 

Ballard  Medical  Products 

37y8 

232 

Lechters 

38% 

228 

TriCare 

17V2 

211 

Cerner 

21% 

211 

Linear  Technology 

27% 

196 

Biomet 

37% 

190 

Solectron 

25V* 

189 

BMC  Software 

53 

185 

MS  Carriers 

27'/4 

183 

Structural  Dynamics  Research 

23 

175 

Sullivan  Dental  Prods 

27 

174 

Ben  &  Jerry's  Homemade 

32 

172 

Small  Companies  in  America.  As  a 
group,  they  gained  75%  in  the  last  12 
months — easily  outperforming  the 
S&P  500  (up  24%)  and  the  Nasdaq  (up 
58%).  Small  growth  companies,  of 


1990's  losers 


Company 

Recent 
price 

%  change 
•90  to '91 

GZA  GeoEnvironmental  Tech 

3% 

-40% 

Southern  Mineral 

31/4 

-26 

Gish  Biomedical 

87/8 

-24 

Greenery  Rehabilitation  Group 

5% 

-20 

Harding  Associates 

13 

-20 

Digital  Microwave 

91/2 

-19 

Total  System  Services 

27V2 

-19 

UniCare  Financial 

10% 

-13 

SunGard  Data  Systems 

14 

-13 

Mentor 
Digital  Systems 

11% 
9% 

-12 

-11 

Nichols  Institute 

11% 

-11 

Melamine  Chemicals 

71/2 

-10 

Boole  &  Babbage 

10 

-9 

Analysis  &  Technology 

9 

-8 

JLG  Industries 

12 

-6 

Williams-Sonoma 

14V4 

-5 

Caere 

16V4 

-4 

All  waste 

5% 

-4 

FlightSafety  Intl 

39% 

-3 

Dycom  Inds 

8'/2 

-3 

Western  Waste  Inds 

15V2 

-2 

Luby's  Cafeterias 

16% 

-1 

Utilx 

6% 

0 

BHA  Group 

13% 

0 

course,  have  been  hot  for  much  of  the 
past  year,  but  the  Russell  2000  (an 
index  of  companies  with  market  val- 
ues between  SI 5  million  and  $350 
million)  rose  only  47%. 

The  star  stock  performer  since  last 
year  is  HealthCare  Compare,  up  more 
than  sixfold.  The  Chicago- based  out- 
fit, which  helps  corporations  control 
their  health  care  costs,  is  ranked  148 
on  this  year's  list.  "Profit  margins  [at 
HealthCare  Compare]  have  been  ris- 
ing faster  than  sales  growth,"  says 
George  Zagoudis,  director  of  re- 
search at  Barrington  Research  Asso- 
ciates, of  the  company's  performance, 
"and  that  has  investors  paying  a  hefty' 
premium." 

Ben  &  Jerry's,  the  politically  cor- 
rect maker  of  artery- clogging  ice 
cream — and  low- fat  frozen  yogurts — 
has  not  only  added  ten  new  flavors 
during  the  last  52  weeks  but  also 
rewarded  its  investors  with  a  172% 
increase  in  stock  price.  The  Water- 
bury,  Vt.  firm  is  one  of  51  companies 
from  last  year's  200  Best  list  whose 
share  price  has  at  least  doubled. 

Absent  from  this  year's  list  is  Flight- 
Safety  International.  This  provider  of 
aviation  and  maritime  training  simu- 
lators broke  its  streak  of  11  consecu- 
tive appearances.  Why?  It  failed  to 
pass  our  test  requiring  earnings  for 
the  latest  quarter  to  be  higher  than 
results  from  the  year- ago  quarter. 
During  the  past  vear  FlightSafetv 
stock  fell  3%. 

Only  88  outfits  returned  to  this 
year's  list.  Integrated  Systems,  JLG 
Industries,  Boole  &  Babbage  and 
Southern  Mineral  were  disqualified 
because  they  lost  money  over  the  last 
12  months.  Brinker  International 
(formerly  Chili's),  Arbor  Drugs  and 
Watts  Industries  outgrew  our  sales 
cutoff  of  $350  million.  And  Weigh 
Tronix,  a  manufacturer  of  electronic 
scales,  was  acquired. 

With  the  average  small-capitali/a 
tion  stock  holding  a  34%  gain  since 
the  start  of  the  vear  mu\  the  equity 
markets  at  high  multiples  of  earnings. 
a  little  caution  is  probably  in  order 
before  you  buy  stock  in  any  oi  this 
year's  crop  of  standout  small  compa 
nies.  But  tor  serious  long-term  inves 
tors  willing  to  do  some  homework 
M\d  looking  tor  investment  ideas,  the 
list  that  begins  on  page  268  is  I  great 
source  of  leads.  ■ 
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Newark  Life  is 
large,  conservative,  and  dull. 

Reassuring  in 
times  like  these,  isn't  it  ? 


Things  are  a  bit  shaky  these  days  in  the  financial  world. 
Investors  are  getting  a  lot  less  adventuresome.  And  words  like 
"stability"  and  "security"  are  coming  back  into  vogue. 

To  some,  of  course,  this  is  just  the  current  economic 
trend.  But  at  New  York  Life,  we've  had  a  conservative 
investment  policy  for  146  years. 

When  the  financial  community  tied  its  money  up 

in  an  overheated  real  estate  market,  we  were  modest 

investors.  When  others  embraced  junk  bonds, 

we  held  back.  (In  fact,  95  percent  of  the  bonds  in 

our  portfolio  are  investment  grade.*) 

Does  that  make  us  large  and  conservative? 
We  should  say  so.  And  as  for  dull,  we  look  at 
it  this  way:  If  being  exciting  means  investing 
in  volatile  junk  bonds,  that's  the  kind  of  excite- 
ment we  can  all  do  without. 

For  information  on  any  of  our  products  and 
services,  call  your  local 
New  York  Life  agent 
or  1-800-695-4331. 


The  Company  You  Keep! 


*As  of  December  31, 1990;  includes  New  York  Life  Insurance  Company  and  New  York  Life  Insurance  and 
Annuity  Corporation,  a  Delaware  Corporation. 

©1991  New  York  Life  Insurance  Company,  51  Madison  Avenue,  New  York,  NY.  10010.  All  rights  reserved. 
New  York  Life  Insurance  and  Annuity  Corporation,  51  Madison  Avenue,  New  York,  N.Y.  10010. 


BILL* 


00  BEST  SMALL  COMPANIES 


How  we  define  best 


Both  growth  investors  like  John  Templeton  and  value 
players  like  Warren  Buffett  could  probably  find  some 
interesting  stocks  below.  While  the  200  Best  Small  Com- 
panies in  America  must  show  consistent  increases  in  sales, 
earnings  and  return  on  equity  during  the  past  five  years,  we 
also  apply  value  criteria,  including  a  requirement  that 
long-term  debt  not  exceed  total  stockholders'  equity. 

How  did  we  pick  the  200?  We  began  with  all  publicly 
traded  U.S. -based  corporations  with  sales  between  $5 


million  and  $350  million.  Firms  with  declining  sales 
and/or  earnings  were  automatically  screened  out,  as  were 
stocks  priced  under  $5.  To  ensure  reasonable  liquidity,  we 
eliminated  stocks  with  fewer  than  1  million  shares  out- 
standing or  average  daily  trading  volume  of  under  1 ,000 
shares.  We  also  dropped  limited  partnerships,  real  estate 
investment  trusts  and  banks.  Raw  data  come  from  Los 
Angeles-based  William  O'Neil  &  Co.,  1991  earnings 
estimates  from  the  Institutional  Brokers  Estimate  Svstem. 


Rank 

this         last 
year        year 

Company/business 

Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS         P/E 

Est 
1991 
EPS 

1 
2 
3 
4 

■ 
■ 
■ 
■ 

Cambex 

computer  equip  &  software 

100.0°/< 

87.4 

70.1 
rs 

44.7 

,*  86.4% 

127.2 

28.9 

80% 

$36 

$5.3 

1% 
0 

1.56 
NA 

NA 

18 
13 
28 

$62 

42 

225 

$1.23 
0.89 
1.08 

14.6 

$1.31 

Koll  Management  Svcs 
real  estate  management 

Sierra  Tucson  Cos 

substance  abuse  rehab  cnl 

Matrix  Services 

oil  refining  maint 

31 
93 

24 

2.4 

14.3 

NA 

37 
98 

7.7 

31 

25.6 

1.26 

12.6 

93 

6.5 

6 
0 

3.85 

26 

240 

0.79 

32.6 

0.95 

5 

2 

Cabletron  Systems 

computer  network  equip  & 

44.1 
svcs 

33.1 

149 

233 

46.4 

7.03 

46 

1,282 

1.70 
2.23 

27.1 

1.96 

6 

7 

Adobe  Systems 

computer  software 

44.0 

46.8 

69 

220 

50.5 

0 

2.84 

49 

1,043 

22.0 

2.29 

7 

■ 

State  Of  The  Art 

PC  accounting  software 

43.6 

42.5 

69 

17 

3.3 

5 

3.13 

9 

85 

0.40 

23.1 

0.54 
1.40 
1.75 

8 

■ 

Advanced  Logic  Research 
PCs 

43.2 

24.1 

116 

213 

13.1 

22 

1.78 

12 

135 

1.28 

9.5 
18.4 

9 

6 

Landauer 

radiation  monitoring  svcs 

40.5 

41.4 

18 

27 

7.3 

0 

1.78 

32 

133 

1.71 

10 

■ 

Tseng  Labs 

graphics  cards  for  PCs 

39.6 
39.1 

48.7 

97 

54 

8.8 

0 

3.92 

9 

156 
1,339 

0.47 

18.1 

0.56 

11 

3 

BMC  Software 

computer  software 

29.3 

59 

143 

29.4 

0 

NA 

53 

1.16 

45.7 

1.70 

12 

12 

Lindsay  Manufacturing 

electrical  irrigation  sys 

39.0 

37.0 

88 

99 

8.9 

0 

1.30 

25 

115 

1.91 

13.0 

1.89 

13 

4 

Franklin  Resources 

fund  management 

38.9 

32.5 

24 

307 

93.8 

1 

NA 

37 

1,447 

2.39 

15.5 

2.48 

14 

13 

American  Power  Conversion 

uninterruptible  power  sup 

38.2 
equip 

44.9 

80 

72 

11.5 

12 

1.79 

31 

326 

1.04 

29.6 

1.17 

15 

5 

Digi  Intl                                37.9 
data  comm  equip  &  software 

35.8 

i07 

36 

7.3 

0 

16.40 

24 

191 

0.88 

27.3 

0.94 

16 

139 

Nellcor                                 36.1 
patient-monitoring  instruments 

80.5 

11 

159 

17.2 

0 

3.16 

22 

333 

1.11 

19.6 

Stock  pr 
by  currer 
Sources. 

cesasofOct.il      ■  Not  on  last  year's  list.     'Figure  greater  than  100%.     NA:  Not  available  or  not  applicable.     '( 
it  liabilities.    2lnch  les  all  share  classes.    31992  estimate. 
William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  via  Lotus  One  Source. 

Current  assets  less  inventories  divided 
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How  First  Chicago  stays  steady 
when  interest  rates  don't. 


In  theory,  the  banking  busi- 
ness is  pretty  straightforward.  Buy 
money  at  one  price  and  sell  it  at 
another  (hopefully  higher)  price. 
But  in  reality,  buying  and  selling 
billions  of  dollars  amidst  interest 
rate  gyrations  can  make  it  hard 
to  stay  on  track. 

First  Chicago,  the  Midwest's 
premier  financial  institution, 
reduces  its  exposure  by  hedging 
with  interest  rate  futures  and 
options  at  the  Chicago  Mercantile 
Exchange.  Its  one  of  the  best 
ways  they've  found  to  smooth  out 
the  inevitable  swings  of  the  interest 
rate  market  and  keep  projections 
on  line. 

And  First  Chicago  will  also 
have  around-the-clock  access 
to  the  world's  largest  financial 
futures  and  options  markets 
on  the  new  after-  hours 
electronic  trading 
system,  GLOBEX* 


If  you're 
looking  for 
ways  to  balance 
off  interest  rate  risk  / 

but  still  aren't  sure  / 

about  futures  and  options, 
here's  First  Chicago's  point  of 
view- "If  you  know  you  have  an 
exposure  and  don't  do  anything 
about  it,  you  are  a  speculator." 
Think  about  it.  Then  think 
about  the  Chicago  Mercantile 
Exchange.  We  help  smart 
businesses  manage  risk. 

sS&v.  CHICAGO 
:ssss:  MERCANTILE 


*WjF  exchange 

The  Exchange  ol  Ideas 
1-800-331-3332  (US,  toll  free),  1-312  930-8213  (Chicago),  071-920-0722  (London),  03-3595-2251  (Tokyo). 


New  technology  can  seem  a  little  intimidating. 


Recently  a  leading  computer 
industry  publication  reported 
some  frightening  statistics. 

While  investments  in  informa- 
tion technology  have  reached 

C  1991  Andersen  Consirtng  Al  ngpts  reserved 


40%  of  U.S.  capital  spending. 
national  productivity  has  not  im- 
proved since  1973. 

So  the  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy. 


The  evidence  indicates  that 
technology  alone  doesn't  pay 
off.  Maybe  it's  time  to  recognize 
that  hardware  companies  sell 
hardware.  Period. 


Andersen  Consulting  sells 
r  something  even  more  powerful. 
A  way  to  seamlessly  link  tech- 


nology to  your  strategies,  opera- 
tions and  human  resources. 


In  other  words,  a  way  to  turn 
technological  advances  into 
competitive  advantage.  It's  an 
approach  we  can  apply  for  any 
organization.  Without  fear. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C 


Where  we  go  from  here. 


UU  DC3I    dlTIHLL  UUIMTHniLO 


Rank Company/business 

this         last 
year        year 


Return  on  equity  5-year      Latest  12  mos       Debt/      Quick     Recent    Market      Latest  12  mos         Est 

5-year      latest       EPS  sales      profits     equity      ratio1       stock      value2       EPS         P/E        1991 

average       12  growth  ($mil) 

mos         rate 


17 

■ 

■ 

15 

Danek  Group                          35.7% 
spinal  implant  devices 

Jean  Philippe  Fragrances         35.6 
mkts  clones  of  designer  frag 

Cisco  Systems                         33.8 
computer  network  equip 

Handex  Environ  Recovery          33.4 
oil  tank  pollution  cntrlsvcs 

Pharmacy  Management  Svcs     33.3 
health  cost  containment  svcs 

Intl  Dairy  Queen                      33.1 

fast-food  restaurants 

59.6% 

28.3 

62.4 

124% 
22 

$32 
10 

$4.2 
1.0 

7% 

1.26 

34 

$287 

$0.54 

62.5 

$0.71 

18 

0 

2.39 

6 
41 

19 

1.131 

227 

0.32 
1.38 

19.2 
29.4 

NA 

19 

243 

183 

43.2 

0 

5.63 

2.343 

20 

■ 

■ 

11 

19.2 

59 

44 

6.6 

10 

5.65 

33 

0.96 

34.6 

1.07 

21 

8.4 

50 

73 
285 

2.4 

0 

5.26 

8 

72 

0.28 

29.5 

0.31 

22 

33.1 

23 

27.6 

50 

1.70 

16 

422 

1.04 

15.4 

1.08 

23 

9 

Sullivan  Dental  Prods 

dental  supplies  &  equip 

32.6 

18.0 

69 
43 

59 

130 

2.8 

1.5 

19.7 

0 

2.16 

27 

143 
21 

0.52 

51.9 

0.60 

24 

■ 

Liuski  Intl 
distrib,  mfg  PC  equip 

Neutrogena 

specialty  soaps 

Utah  Medical  Products 

critical  care  medical  prods 

Ballard  Med  Prods 

disposable  medical  prods 

32.4 

39.2 

69 
0 

0.54 

7 

0.72 

9.0 

NA 

25 

■ 

30.5 

21.8 

15 

226 

1.71 
2.28 
4.26 

24 
17 
38 

626 

0.74 
0.65 
0.64 

32.1 
26.0 

0.80 

26 

57 
37 

29.4 
28.6 

44.5 
40.0 

83 
71 
63 

29 
36 
33 

5.1 
8.2 

0 
0 

127 
468 

0.69 

27 

58.8 

0.70 

28 

■ 

Pentech  Intl 

writing  instruments 

28.2 

33.6 

4.3 

0 

1.90 

9 

101 

0.36 

25.4 

0.38 

29 

■ 
■ 
■ 

Spartan  Motors                        28.2 

specialized  heavy  duty  trucks 

45.1 

38 

65 

3.9 

28 

0.69 

20 

158 

0.55 

35.9 

0.70 

30 

Capitol  Transamerica 
insurance 

28.1 

26.6 

46 
31 

33 
53 

9.1 
6.9 

0 

NA 

21 

85 

2.16 

9.7 

2.31 

31 

Penril  Datacomm  Networks 
test  &  data  comm  equip 

28.0 

50.1 

42 

1.87 

8 

40 

1.01 
0.89 
0.60 
0.64 

8.2 
16.4 
25.6 

0.053 

32 

■ 

Serv-Tech 

maintains  oil  &  chem  plants 

27.8 

17.5 

64 

65 

4.0 

1 

NA 

15 

83 

1.04 

33 

■ 
52 

Rainbow  Technologies 

computer  security  prods 

27.6 

35.6 

71 

16 
45 

2.4 
7.0 

0 

11.09 

15 
27 

74 
276 

0.75 

34 

Concord  Computing 

transactional  equip  &  svcs 

27.1 

38.2 

88 

2 

1.70 

41.8 

0.67 

35 

20 

Kaydon 

bearings,  filtration  prods 

26.8 

22.9 

24 

163 

26.0 

20 

1.50 

41 

356 

3.07 

13.4 

3.07 

36 

31 

CSS  Industries 

paper  prods,  containers 

26.5 

24.1 

59 

165 

18.5 

15 

2.97 

31 

164 

3.33 

9.4 

3.37 

37 

24 

Group  1  Software                     26.3 
marketing  &  mailing  software 

30.6 

30 

28 

3.9 

3 
0 

NA 
NA 

23 
19 

94 
53 

0.93 
1.17 

24.2 

NA 

38 

16 

American  List 

student  mailing  lists 

26.2 

35.7 

22 

9 

3.2 

16.5 

NA 

39 

■ 

Plains  Petroleum 

26.0 

25.4 

42 

56 

18.6 

4 

1.59 

34 

331 

1.93 

17.6 

1.95 

oil  &  gas  expl,  develop  &  prod 

Stock  prices  as  of  Oct.  11.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities. 

includes  all  share  classes.    31992  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  via  Lotus  One  Source. 
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what  ITT  Automotive  does. 
Others  leam  real  fast 

One  of  the  many  things  ITT  Automotive  makes  is  anti-lock  brakes  with  traction  control. 

A  true  life-saving  feature.  We're  also  a  leading  supplier  of  other  important  systems.  Like  shock 
absorbers.  Electronic  seating.  Fluid  handling.  Wiper/washer  systems.  And 
precision  aluminum  die  castings. 


There  are  nine  businesses  in  ITT.  This  is 


the  one  that  helps  make  your  life  safer 
and  more  secure. 


ITT  AUTOMOTIVE 


©  1991  ITT  CORPORATION 


UU  DCOI   OIYIHLL  UUIVirHHICO 


-Rank Company/business 


this         last 
year        year 


Return  on  equity  5-year  Latest  12  mos       Debt/      Quick     Recent    Market      Latest  12  mos         Est 

5-year      latest       EPS  sales      profits     equity      ratio1       stock      value2       EPS         P/E        1991 

average       12  growth  ($mil) 

mos        rate 


40 

■ 

RehabCare                             26.0% 

devel  &  manages  rehab  clinics 

49.6% 

55% 

$42 

$2.9 

0% 

NA 

12 

$55 

$0.69 

16.7 

$0.77 

41 

■ 

Vital  Signs                             25.9 
anesthesia  &  respiratory  prods 

24.6 

41 

45 

7.0 

27 

6.67 
4.04 

18 

200 

0.67 

26.9 

0.72 

42 

34 

Autodesk 

CAD  software 

25.5 

27.9 

43 

267 

60.8 

0 

47 

1,161 

2.44 

19.4 

2.67 

43 
44 

23 
117 

Heartiand  Express 

trucking 

25.5 

25.9 

26 

69 

8.2 

0 

NA 

36 

179 

1.64 

21.8 

1.74 

BGS  Systems 
computer  software 

25.4 

41.4 

98 

23 

5.5 

0 

NA 

34 

110 

1.74 

19.7 

1.87 
1.77 

1.59 
0.95 

45 

50 

St  Jude  Medical 
mechanical  heart  valves 

25.0 

28.8 

49 

191 

73.3 

0 

9.38 

50 

2,331 

1.53 

32.4 

46 
47 
48 
49 

43 
26 

Acuson                                  24.6 
ultrasound  medical  instruments 

26.6 

53 
43 

310 
90 

53.2 
10.0 

0 
2 

3.62 

34 

1,183 

1.46 

23.0 
25.6 

Home  Nutritional  Svcs             24.5 
home-based  intravenous  therapy 

18.9 
27.7 
35.5 
24.2 

7.42 

22 

254 

0.85 

41 

Fastenal 

retails  fasteners 

24.4 

24.3 
vcs 

23.9 

45 

59 

6.6 

3 

3.44 

23 

216 

0.68 

33.5 

0.76 

■ 

ConferTech  International 
teleconferencing  equip  &  s 

58 
60 

18 

161 

10 

1.3 

68 

1.86 
5.04 

5 

26 

0.32 

15.6 

0.21 

50 

■ 

Aldus 
computer  software 

28.0 
2.1 

0 

38 

541 

1.86 

20.3 

1.95 
1.18 

51 

■ 

Allstate  Financial 

financial  services 

23.8 

21.6 

40 

13 

NA 

13 

26 

1.05 

12.1 

52 

126 

Vicor 

electric  power  systems 

23.7 

47.4 

68 

46 

7.8 

13 

1.14 

28 

558 

0.41 

68.3 

0.53 

53 

■ 

SEI 

info  svcs  for  money  manag 

23.5 
;rs 

25.0 

11 

178 

13.3 

0 

1.49 

27 

285 

1.16 

22.8 

1.30 
0.82 

54 

■ 

Lawter  Intl 
printing  inks  &  resins 

23.4 

23.7 

14 

150 

24.9 

5 

3.32 

15 

483 

0.77 

19.3 

55 

■ 

01 

precision  instruments 

23.4 

31.7 

72 

17 

1.6 

9 

1.61 

10 

34 

0.45 

22.8 

0.48 

56 

■ 

Nature's  Sunshine  Prods 

nutritional  &  personal  care 

23.2 
prods 

25.3 

48 

65 

4.2 

0 

1.93 

16 

86 

0.74 

20.9 

NA 

57 

46 

Frontier  Insurance  Group         22.9 
specialty  prop  &  casualty  ins 

24.8 

35 

89 

12.3 

0 

NA 

24 

150 

2.48 

9.8 

2.54 

58 

■ 

Haemonetics 
blood  reinfusion  equip 

22.7 

21.6 

32 

163 

14.6 

21 

1.16 

26 

364 

1.05 

24.9 

1.18 

59 

53 

Total  System  Services 
bank  card  data  processing 

22.6 
svcs 

27.7 

24 

107 

14.1 

0 

2.88 

28 

437 

0.89 

30.9 

0.92 

60 

51 

Boston  Acoustics 
audio  speaker  systems 

22.3 

22.4 

26 

30 

4.3 

0 

6.38 

20 

82 

1.04 

18  9 

61 

68 

Bndgford  Foods 
frozen  &  snack  food  prods 

22.2 

32.1 

44 

92 

4.3 

0 

1.36 

22 

138 

0.70 

31.4 

62 

35 

Respironics 
respiratory  medical  prods 

22.2 

36.4 

26 

36 

3.8 

34 

1.36 

25 

97       1.03 

24.0 

1.50s 

Stock  prices  as  of  Oct.  11.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liab. 

includes  all  share  classes.    31992  estimate 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  via  Lotus  One  Source. 
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OPEN  IN  CASE  YOU  WANT 
PROPERTY  &  CASUALTY  INSURANCE 
SUITED  TO  YOUR  BUSINESS  NEEDS. 


>Pjc  N°  one  is  better  equipped 

to  provide  protection  for 
your  business  than  your 
independent  agent  representing 
««  The  Travelers. 

Backed  by  the  thousands  of 
Travelers  employees  dedicated  to 
customer  satisfaction,  no  one  is  more 
committed  to  knowing  your  business 
inside  and  out. .  .or  stands  as  ready  to 
customize  a  broad  array  of  products  and 
services  to  suit  your  specific  business  needs. 
That's  the  real  Travelers  difference. 
\  difference  that  enables  your  agent  to 
offer  safety  engineering  from  the  company 
that  invented  it.  Loss  control  expertise  from 
a  company  that  can  prove  it.  And  a  24-hour 
toll-free  hotline  to  a  professional  claims  staff 
for  immediate  response  and  fast  action. 

This  is  the  kind  of  partnership  The  Travelers 
offers  your  agent. .  .and  you.  Supported  by 
our  127  year  tradition  of  service  and  $55  billion 
in  assets. 

That's  satisfying  your  business  needs 
The  Travelers  Way. 

The  Travelers  Indemnity  Company  and  its  Affiliates,  Hartford,  CT  06183. 

TheTravelersj 

You're  better  off  under  the  Umbrella." 


£UU  DCOI  OltlHLL  OUNirHmLD 


—    Company :.  = -ess                 Reftanonequity     5-year      Latest  12  mos       Debtf      Quick     Recent    Market      Latest  12  mos         Est 
this                                                            5-year      latest       EPS       sates      profits     equity      rarjo1       stock      value2       EPS         PC        1991 
ftm  average       12       growth     (SmiD price      ($aaD  EPS 

63  65     Modem  Controls  22.1%  24.9%      29%       $13      $2.7         0%       6.63  3-         $67     $0.54     26.4       $0.60 

-.'    ~Y.  -~z~". 

64  ±Z      Sealrigtrt  22.0     20.5         20  234      15.8  32  24        265       1.43     16.8 

■":o:  '-  z'-  ■  •  zi.'iz  ~i 

65  ■     Arnold  Industries  21.7      22.5  163      22.6         2  MA         32         418       1.73      IE  :         1.79 

:.:•    g 

BE  27     Goal  System  21.6      20.6         20  125      14.4  NA  241       0.74     17.2         189 

Zi'.l  \z~~.z    ~  ;":Zz~ z". 

67  ■      Tetra  Technologies  21.5      16.7         67  71        7.6  3.48  185      0.66     22.7         3  -39 

■•  :  .:   r:.:  L  "zi'-z".  S.l: 

ii  74      Biomet  21.4     24.5         47  227      42.4         0  38     2.121       0.76     49.7         0.91 

~ -.Z  .1     ~ Z  i".  Zz<  Zz~ 

39  67      Electronic  Arts  21.4     21.9         35  0         2.52  264      0.95     29.1         1.17 

:  —  :.-■  zi~z. 

70  63      Keane  21.4      19.8         78  9-        5.9         0  MA         19  90       122     15.7 

-  -~\ 

71  ■     Kentucky  Medical  kts  213     26.0         43  20        4.3         0  NA  11  20      239       4.4 

-■=■:  \i    =:    :•  -:.•;- :z 

72  ■      Datafka  21.0      24.1  :3  9-:        4.7  0  IM  16  =.-.        3  33-      33  r 

73  ■     MedChern  Procs  20.9     28.1  39  18        52        51  1.56  18         116       1.01      17.6         0  94 

74  ■      Cognex  20.6     33.5       105  27-3  0  3  3-         60        250       1.82     33  3  3^ 

— .i"  ~~  i  s  :■'  ec- : 

75  71      Diagnostic  Prods  20.4      21.1         26  84      18.4         0  A3         518       1.43     29.7 

-~:  :.=  :  iz:<: :  •  :s 

76  92   CPAC  203   212    41     29    1.7   29    3  33-     3-     21   0.74         MA 

:'"::':_:i:  ,z'  '~::.z'< 

77  84     MtGarJiRentCorp  203     24.7         29  56      102         0  NA 

78  72      MM  Recovery  20.0      192         72  339        5.0       32  2.07  18  84       1.06  130 

:  l'z    z' .-.     ~l        ;:"t    -..'.. 

79  ■      AkTran  19.8     29.1  93-3-  3  ==  12  46       1^3     10.0 

::•      .'.r'  c '  ~z 

80  ■      Paychra  19.8      18.6         16  142      102  ^  NA         28 
8     TCMerJcal                            19.6      18.6         47           HI      23.7          9          634  30 

"-'.':-.     '"_■:■  "  z'ZZ  . 

82  99      Sbarro  193      233         39  199      22.3         0  1.69         38        508       165     23 

•;    ='     t:;-':--S 

83  110     Buffets  192      23.9         43  171        9.0        11  0.41  33        315  1.06 

:  ."-.■  ■-.  ■■■; .    -- 

M  ■      LXE  192      262       ^23  33        23         0  3  ■  18  92      0.50 

■•:-—.*:  :-y.~i.i  ~z zz.z 

85         64     Mestek  18.7         16  211       103        18  11 

dmate  cntrl  equip,  env  svcs 

Stock  pnccs  as  of  Oct.  11.    ■  Not  on  last  year's  list    NA  Not  available  or  not  apptcabte.    'Current  assets  less  nvenvanes  (feuded  by  current  Utbrbbts. 

Includes  all  share  classes 

Sources.  William  O'Nol  &  Co.:  Institutmal  Bnkers  Estimate  System,  a  service  of  iBES.  na  Lotus  One  Source 


Forr      ■        member  11,1W1 


Thel  Way  to  Rent  a  Cat 


More  than  just  fast,  Hertzl  Club  Gokfis  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service"  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy. Your  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
Agent  or  Hertz  at  1-800-654-3131. 


'48 


adav 


Lincoln  or  similar  car 


Optional  LDW  S13 
a  dav  or  less 


Hertz  rents  Fords  and  other  fine  cars. 

»RE<;  IS  RVTOFF  i   HERTZ  SYSTEMS  INC  r»l 


AMERh 


WHEELS 


ZUU  btbl  SMALL  UUMPAMtS 


Rank 

this         last 
year        year 

Company/business 

Return  on  equity 
5-year      latest 
average       12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS         P/E 

Est 
1991 
EPS 

86 

79 

Lechters 

specialty  retail 

19.0% 
19.0 

15.4% 

27% 

$205 

$10.4 

22% 

0.78 

$39 

$320 

$1.44 

26.7 

$1.65 

87 
88 
89 

86 
137 

Medstat  Systems 

software  for  health  care  ind 

Solectron 

printed  circuit  boards 

23.0 

32 

16 
265 

1.8 
9.2 

12 
35 

NA 
1.02 

34 

89 

0.62 

54.4 

0.66 

19.0 

25.6 

40 
29 

25 

167 

1.40 

18.0 

1.34 

104 

Gainsco                                 18.8 

• 

property  &  casualty  insurance 

22.8 

51 

7.7 

0 

NA 

12 

115 

0.77 

14.9 

0.81 

90 
91 

■ 
■ 

Mail  Boxes  Etc 

private  postal  &  business  sv 

Seitel 

mkts  seismic  data  to  oil  cos 

18.6 
cs 

14.4 

24 

32 

4.1 

0 

5.71 

25 

144 

0.74 

34.1 

0.97 

18.6 

23.5 

40 

28 

5.8 

30 

1.28 

13 

65 

1.16 

10.9 

1.27 

92 
93 
94 
95 
96 
97 

103 

Medicine  Shoppe  Intl 

franchised  pharmacies 

18.4 

21.2 

25 

35 

10.0 

0 

NA 

24 

194 
80 

1.24 

19.2 

1.29 

■ 
102 

■ 

Techne 

clinical  diagnostic  equip 

18.4 

35.5 

53 
48 
14 
17 
128 
28 

19 
40 

1.6 
2.7 

16 
1 

2.04 

10 

0.18 
0.67 
0.79 

53.5 
26.1 

0.203 
0.79 

TriCare 

health  care  eval  svcs 

18.4 

19.6 
17.4 
18.4 

NA 

18 
19 

83 
96 

X-Rite 

quality  control  instruments 

18.4 
18.2 

26 
198 
172 

4.1 
23.9 
31.6 

0 

0 

10 

7.60 
2.44 
1.15 

23.4 
23.4 

0.88 
2.55 

90 

■ 

Tootsie  Roll  Industries 

candy 

Energy  Ventures  Inc 

oilfield  equip  &  svcs 

58 

575 
193 

2.47 
3.08 

18.1 

41.3 

16 

5.2 

8.4 

0.79 
2.60 

98 

■ 

American  Fructose 

high  fructose  corn  syrup 

18.0 

19.1 

206 

22.6 

25 

5.09 

21 

185 

2.47 

99 

118 

Intertrans 

intl  freight  forwarding 

17.9 

21.3 

23 

147 

6.4 

0 

1.64 

22 

108 

1.20 

18.3 

1.25 

100 

77 

Duty  Free  Intl 

duty  free  retail  stores 

17.7 

18.5 

40 

145 

18.5 

11 

5.21 

36 

798 

0.86 

42.2 

1.01 

101 
102 
103 

■ 
85 

Offshore  Logistics                   17.7 
transport  svcs  for  oilfield  ind 

25.6 

57 

95 

17.0 

37 

2.06 

8 

140 

0.97 

8.2 

1.263 

Vencor 

hospitals  for  chronically  ill 

17.3 

21.7 

65 

104 

6.6 

42 

2.62 

32 

396 

0.59 

53.8 

0.73 

■ 

Chemical  Fabrics4 

specialized  fabrics 

17.0 

27.4 

73 

51 

5.8 

12 

1.45 

20 

96 

1.13 

17.5 

1.263 

104 

■ 

Dreyer's  Grand  Ice  Cream 

ice  cream 

16.9 

14.8 

26 

333 

13.9 

23 

0.92 

27 

400 

0.94 

28.2 

1.04 

105 

80 

Value  Merchants 

wholesales  closeout  toys 

16.9 

13.7 

18 

176 

6.1 

1 

0.31 

33 

240 

1.02 

32.6 

1.42 

106 

■ 

Cannon  Express 

trucking 

16.8 

26.0 

34 

27 

2.0 

94 

NA 

18 

29 

1.20 

14.8 

1.46s 

107 

164 

Micro  Healthsystems 
software  for  health  care  ind 

16.8 

31.3 

102 

11 

2.2 

0 

4.71 

14 

62 

0.50 

28.3 

0.80 

108 

115 

Stryker                                    16.8 
powered  surgical  instruments 

19.5 

23 

342 

28.8 

1 

2.00 

27 

1,283 

0.62 

43.5 

0.64 

Stock  prices  as  of  Oct.  11.    ■  Not  on  last  year's  list.     NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities, 
includes  all  share  classes.    31992  estimate.    'Shareholders  vote  Oct.  31  on  name  change  to  ChemFab  Corp. 
Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  via  Lotus  One  Source. 


278 


Forbes-  November  11.  1^1 


Know  us 


by  our  works. 


Komatsu  makes  many  things.  Construction  machines  such  as  excavators,  bulldozers, 
dump  trucks,  and  wheel  loaders.  Industrial  machines  such  as  presses  and  robots. 
Tough,  reliable  technology  built  by  local  communities  for  global  needs. 
Advanced  tools  for  a  better  life  and  a  better  world.  As  we  mark  our  70th  birthday, 
we're  working  to  extend  the  hand  of  man  in  the  service  of  the  planet. 
Komatsu.  Just  call  us  the  earth  company. 


KOMAl'SU 

The  earth  company,  unlimited. 


Head  Office:  2-3-6  Akasaka.  Minato-ku,  Tokyo  107.  Japan    Phone:  (03)  5561-2617  Facsimile:  (03)  3505-9662 


ZUU  BtSI  SMALL  UUMPAMtS 


Rank Company/business 

this         last 
year        year 


Return  on  equity  5-year      Latest  12  mos       Debt/      Quick     Recent    Market      Latest  12  mos         Est 

5-year      latest  EPS  sales      profits     equity      ratio1       stock      value2       EPS       P/E          1991 

average       12  growth  ($mil) 

mos  rate 


109 

■ 

Insituform  Mid-America 

pipe,  sewer  &  conduit  repair 

16.6% 

33.6% 
12.2 

35% 

$48 

$5.1 

3% 

1.44 

$12 

$96 

$0.68 

17.6 

$0.71 

110 

■ 

Allou  Health  &  Beauty  Care       16.3 

health  &  cosmetic  prod  distrib 

25 

96 

1.1 

1 

0.50 

7 

17 

0.43 

15.4 

0.75 

111 
112 

■ 
185 

Altera 

semiconductors 

16.3 

24.4 

54 

91 

14.9 

0 

2.85 

23 

454 

0.74 

31.4 

0.85 

Linear  Technology 

integrated  circuits 

16.2 

18.9 

55 

94 

17.0 

7 

3.92 

27 

457 

55 

209 

0.96 
1.53 
1.69 

28.5 

1.433 

113 

173 

Raven  Industries 

electron,  plastics,  sewn  proc 

16.2 

Is 

18.2 

22 

90 

4.8 

18 

1.12 
3.37 

18 
26 

11.7 
15.2 

1.70 
2.253 

114 

■ 

Dionex 

chemical  analysis  equip 

16.1 

16.6 

15 

89 

14.2 

0 

115 

157 

Maxim  Integrated  Prods 

integrated  circuits 

16.1 

26.9 

87 

74 

10.1 
16.4 

13 

0.97 

18 

227 

0.74 

24.5 

1.19s 

116 

158 

Structural  Dynamics  Res 

CAE  software  &  svcs 

16.1 

24.0 

46 

140 

4 

NA 

23 

610 

0.59 
0.74 

39.0 
8.6 
9.5 

0.61 
0.75 
2.60 

117 

146 

Utilx 

cable  &  pipe  installer 

16.1 
15.9 
15.9 

20.4 
25.1 
29.4 

30 

27 

108 

49 

5.5 

9 

3.12 

6 

43 

118 

153 

Raymond  James  Financial 

securities  brokerage 

275 
146 

24.2 
15.5 

14 
70 

1.04 

2.46 

NA 

2.77 

25 
36 
22 

226 

2.59 

119 

■ 

Surgical  Care  Affiliates 

outpatient  surgical  centers 

1,222 

0.43 

NM 

0.55 

120 

131 

American  Management  Sys 

management  &  tech  consult 

Chambers  Development 

waste  mgmt,  security  svcs 

Nichols  Research 

technical  svcs  for  defense 

15.8 
ing 

18.7 

15 

279 

13.3 

17 

216 

1.16 

18.5 

1.18 

121 
122 

133 
108 

15.8 
15.7 
15.7 

17.7 
19.9 
23.2 

43 
19 

281 

88 

39.0 

85 

28 

1,896 

0.71 

39.8 

0.84 
0.90 

4.4 

0 
12 

NA 

9 

51 

0.90 

10.3 

123 

SPI  Pharmaceuticals 

pharmaceuticals 

20 

226 

22.2 

1.40 

23 

358 

1.37 

16.5 

NA 

124 
125 

Alfa  Corp 

insurance 

Geraghty  &  Miller 

ground  water  resource  mgm 

15.6 

16.4 

14 

224 

26.4 
4.1 

0 

NA 

11 

219 

1.28 

8.4 

1.22 

15.5 

t 

16.0 

33 

80 

2 

NA 

17 

97 

0.71 

23.9 

0.82 

126 

Tekelec 

communications  test  equip 

15.5 

18.3 

41 

50 

5.6 

2 

4.48 

16 

65 

1.31 

12.5 

1.32 

127 

Duriron 

chemical  process  equip 

15.3 
15.3 

17.4 

59 

298 

21.6 

22 

1.62 

21 

257 

1.72 

11.9 

1.74 

128 

194 

Frederick's  of  Hollywood 

retail  &  mail  order  apparel 

23.1 

91 
16 

112 
316 

5.0 
18.1 

5 
27 

0.55 

9 

80 

0.59 

15.7 

NA 

129 

121 

Werner  Enterprises 
trucking 

15.2 

14.5 

NA 

27 

304 

1.59 

16.8 

1.67 

130 

■ 

ILC  Technology 

laser  &  fiber  optics  equip 

15.0 

39.4 

38 

38 

4.0 

0 

1.55 

14 

59 

0.88 

15.9 

0.95 

131 

150 

Ben  &  Jerry's  Homemade 

ice  cream  &  franchise  stores 

14.9 

21.9 

24 

83 

2.9 

70 

0.77 

32 

84 

1.13 

28.3 

1.22 

Stock 
curren 

prices  as 
t  liability 

of  Oct.  11.     ■  Not  on  last  year' 
ss.    includes  all  share  classes. 

s  list. 
3 1992 

NA:  Not  available  or 
estimate. 

not  applicable. 

NM:  Not 

meaningful 

'Current  assets  less  inventories  divided  by 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  via  Lotus  One  Source. 
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The  Buick  Park  Avenue  Ultra. 


This  is  what  you  get  when  you  tell  your 
interior  designers  to  spare  no  expense. 

You  get  6-way  power  front  seats  that  place  you 
instantly  at  ease.  An  optional  memory  feature 
even  recalls  your  favorite  seating  position  at  the 
push  of  a  button. 


raif  Buckle  up,  America! 
LS    ©1991  GM  Corp. 
All  rights  reserved. 


You  get  deeply  cushioned  rear  seats,  designed 
for  maximum  relaxation.  Rear-seat  passengers 
even  have  their  own  lighted  vanity  mirrors. 

And  of  course,  the  Ultra's  seating  areas  are 
covered  with  soft,  supple  leather. 

So  if  you're  looking  to  redecorate,  we  suggest 
you  start  by  putting  a  1992 
Park  Avenue  Ultra  in 
your  garage. 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


Park  Avenue  is  a  registered 
trademark  of  GM  Corp 


Redefining  Transportation:  People  on  the 


move  expect  to  travel  on  time,  with  maximum 


Orlando  International  Airport  People  Mover 


safety,  comfort  and  convenience.  Transportation 


system  operators  expect  the  same, 


Hartsfield  Atlanta  International  Airport  People  Mover  Operation  and  Maintenance 


and  rely  on  equipment  to  perform 


at  its  best  even  when  conditions  are  most 


Las  Colinas,  near  Dallas,  Texas,  Urban  Center  People  Mover 


demanding.  That's  why  they  count  on  technology 


Seattle  Dual  Mode  Bus 


from  AEG  Westinghouse  Transportation  Systems.    *• 


Their  confidence  in  us  has  made  us  a  world 


i    San  Francisco  Bay  Area  Rapid  Transit 


leader  in  electric  propulsion  and  automatic  train 


Buffalo  Light  Rail  Transit  Vehicle 


control  for  mass  transit  applications,  and 


the  number  one  supplier  of 


Touch-Screen  Automatic  Train  Control 


automated  people  mover  systems. 


Call  (908)  231-8405  to  see  how  AEG  can 


redefine  transportation  for  you. 


Downtown  Miami  Metrorail  (top)  and  Metromover  (bottom) 


AEG  Corporation. 


AEG 


Member  of  the  Daimler-Benz  Group 


CUU  BtSI  dlYIHLL  UUIYlKMNICb 


Rank Company/business 

this         last 
year        year 


Return  on  equity  5-year  Latest  12  mos       Debt/      Quick     Recent    Market      Latest  12  mos         Est 

5-year      latest  EPS  sales      profits     equity      ratio1       stock      value2       EPS       P/E          1991 

average       12  growth  ($mil) 

mos  rate 


132 

■ 

Emcon                                  14.8% 
waste  mgmnt  engnrg  &  consltng 

18.3% 

42% 

$63 

$5.4 

0% 

NA 

$19 

$131 

$0.80 

24.1 

$0.86 

133 
134 
135 
136 

■ 
■ 

Cabot  Medical 

female  reprod  health  equip 

14.7 

20.9 

24 

38 

2.4 

8 

1.50 
1.93 

12 
10 

86 
64 

0.32 
0.48 

37.5 
19.9 

0.39 
NA 

CR  Gibson 

gift  &  stationery  prods 

14.5 

21.3 

22 

63 

3.3 

100 

140 
152 

Spaghetti  Warehouse 

Italian  restaurants 

14.5 

8.9 

34 

43 

4.2 

0 

3.96 

23 

138 

0.80 

28.8 

1.153 

Hooper  Holmes                       14.3 
health  info  &  health  care  svcs 

18.7 
18.0 

17 
52 

123 

3.2 

19 

NA 

15 

65 

1.04 

14.7 

1.08 

137 

■ 

Moore o  Intl 
fluid  meters  and  valves 

14.3 

176 

12.8 

4 

0.79 

18 

215 

1.24 

14.3 

1.32 

138 
139 
140 
141 
142 
143 

143 
190 

■ 
■ 
■ 
■ 

Geodynamics 
defense  &  intell  software 

14.1 

13.6 
18.7 

12 

62 

3.8 

0 

NA 

12 

33 

1.36 

8.8 

1.50 

A&W  Brands 

soft  drinks 

14.0 

79 

118 

13.0 

32 

0.75 

28 

254 

1.43 

19.4 

1.57 

Gundle  Environmental  Sys 

liners  for  hazard  waste  cntrl 

14.0 

14.5 

68 

134 

181 

76 

6.5 
9.9 

83 

2.12 

17 
7 

184 

0.68 

25.6 

0.81 

Rexon                                   14.0 

computer  equip 

Hach                                   13.9 

water  analysis  equip  &  chems 

American  Precision  Inds           13.7 

industrial  &  electrical  equip 

12.8 
16.1 
14.1 

22 
32 
45 
39 

3 

1.10 
1.78 

66 

1.03 

6.9 
26.2 

1.18 
NA 

6.5 

2 

28 

7 

169 

51 

1.07 

51 

3.9 

16 

2.95 

0.57 

12.3 

0.50 

144 

183 

Cracker  Barrel  Old  Ctry  Str 

restaurants  &  gift  shops 

13.7 

22.9 

300 

22.9 

16 

0.25 

33 

772 

1.00 

32.5 

1.473 

145 

■ 

Isco 

precision  instruments 

13.6 

14.8 

15 

37 

4.1 

0 

5.43 

15 

72 

0.87 

17.5 

1.223 

146 
147 
148 

179 

Fiserv 

computer  services  for  banks 

13.4 

15.6 

26 

213 

15.5 

38 

NA 

34 

499 

1.17 

29.1 

1.27 

■ 
127 

Artistic  Greetings 

mail  order  stationery 

13.3 

21.7 

44 

54 

2.8 

0 

2.05 

14 

78 

0.49 

28.1 

0.57 

HealthCare  Compare 

health  ind  finl  &  mgmt  svcs 

13.3 
13.2 

19.9 

42 

56 

8.6 

0 

NA 

31 

732 

0.33 

NM 
19.7 

0.45 
1.22s 

149 

122 

EnClean 

ind  &  environ  cleaning  svcs 

15.2 

40 

100 

4.3 

39 

1.42 

16 

83 

0.80 

150 

■ 

P  Leiner  Nutritional  Prods 

vitamins  &  nutritional  supls 

13.1 

13.8 

12 

136 

5.7 

18 

1.01 

13 

70 

1.08 

12.3 

1.25 

151 

184 

Forest  Labs 

pharmaceuticals 

13.0 

15.3 

26 

201 

40.4 

9 

2.81 

31 

1.196 

0.95 

32.6 

1.13 

152 

■ 

Merchants  Group 

insurance 

13.0 

12.9 

14 

101 

6.0 

0 

NA 

13 

26 

2.75 

4.7 

2.57 

153 

■ 

Sun  Television  &  Appl 

retails  consumer  electronics 

13.0 

18.1 

24 

226 

4.5 

89 

0.65 

13 

82 

0.86 

14.7 

0.85 

154 

180 

MBIA 

municipal  bond  insurer 

12.9 

13.8 

20 

240 

128.4 

21 

NA 

40 

1.528 

3.32 

12.0 

3.64 

I 


Stock  prices  as  of  Oct.  11.    ■  Not  on  last  year's  list      NA:  Not  available  or  not  applicable.     NM:  Not  meaningful.     'Current  assets  less  inventories  divided  by 

current  liabilities.    'Includes  all  share  classes.    '199.' estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES,  via  Lotus  One  Source. 
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1991  Wang  Laboratories,  Inc. 


k 


WE'RE  NOW  A 
NICHE  PLAYER. 

FORTUNATELY 

OVER  67000,000 

PEOPLE  WORK 

IN  OUR  NICHE. 


Almost  two  out  of  every  three  Americans  who 
work,  work  in  an  office. 

And  they're  caught  in  a  squeeze. 
Offices  have  fewer  people  to  work  with  because 
of  lay-offs.  Tighter  budgets  to  work  on  because  of 
cutbacks.  And  tougher  competition  to  work  against 
because  of  the  globalization  of 
the  workplace. 

The  challenge  facing  over 
67,000,000  white-collar 
Americans  is  to  do  more 
work  faster,  and  with  fewer 
resources. 
How  can  this  be  done? 
We  call  it  OFFICE  2000. 

A  leading  aerospace  firm 
reduced  the  paperwork  in 
its  manufacturing  process 
by  90%. 
A  major  pharmaceutical 
company  once  needed  5 
to  7  days  to  turn  around 
incoming  field  marketing  data. 
Now,  it  processes  and 
disseminates  that  information  instantaneously 
on  a  worldwide  basis. 

A  government  organization  found  that  up  to 
25%  of  its  files  were  inaccessible,  misfiled  or  lost 
when  needed.  Now,  100%  of  its  information  is 
immediately  available  to  all  users. 

OFFICE  2000  offers  a  new  way  for  people  and 
technology  to  work  together  in  the  office. 

With  you  as  a  full  partner  in  the  process, 
OFFICE  2000  redesigns  the  way  work  is  organized 
in  your  office.  Then  seamlessly  links  your  people, 
departments,  offices  and  information  in  one  system 
using  Wang  Imaging. 

So,  if  these  challenges  sound  familiar,  our 
niche  is  your  office. 


WANG 


OFFICESTHATWORK 
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Rank 

this         last 
year        year 

Company/business 

Return  on  equity 
5-year      latest 
average       12 
mos 

5 -year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 

ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS       P/E 

Est 
1991 
EPS 

155 

177 

Colonial  Cos 

insurance 

12.7% 

15.0% 

14% 

$337 

$38.0 

1% 

0.21 

$28 

$423 

$2.52 

11.0 

$2.43 

156 
157 
158 
159 
160 

■ 

■ 

■ 

123 

Frozen  Food  Express  Inds         12.7 
trucking  perishable  commods 

13.5 

20 

174 

4.0 

64 

1.66 

13 

55 

0.90 

14.2 

1.07 

J&J  Snack  Foods 

snack  foods  &  beverages 

12.7 

10.0 

13 

107 

5.1 

12 

0.97 

13 

138 

0.60 

21.7 

0.68 

Diagnostek 

pharmacy  mail  svc 

12.6 

15.7 

98 

250 

8.8 

66 

2.06 

23 

434 

0.44 

51.4 

0.74 

Thermo  Instrument  Sys 

pollution  detect  equip 

12.6 

11.6 

16 

340 

21.4 

35 

0.99 

24 

650 

0.82 
0.78 

29.1 
20.8 

0.93 

■ 

Astro-Med 

high  speed  printers 

12.5 

14.8 

27 

30 

2.6 

8 

2.53 

16 

52 

1.02 

161 

■ 

Computer  Data  Sys 
data  processing  svcs 

12.4 

15.2 

14 
35 
17 

133 
56 
84 

3.5 
4.3 

48 
12 

NA 
0.91 

10 
5 

27 

1.30 

7.7 

NA 

162 

■ 

Mylex 
PC  motherboards  &  expan 

12.4 
cards 

37.3 

58 

0.36 

14.3 

0.40 

163 
164 

186 

■ 

OEA 

airbag  propellants  &  equip 

12.4 

15.8 
13.5 

11.1 

1 

3.79 
0.91 

52 

349 

1.65 

31.4 

1.75 

AL  Laboratories                      12.2 
pharm,  animal  health  prods 

19 

283 

15.0 

91 

18 
17 

305 

0.90 

2C.0 

0.91 

165 

■ 

TranzonicCos                         12.2 
personal  care  &  household  prods 

12.5 
18.1 

15 
34 

108 
25 
29 

4.9 
2.5 

1 
3 

1.91 
1.10 

58 

1.39 

12.0 

NA 

166 

■ 

Laser  Precision  Corp 

precision  instruments 

12.1 

9 

38 

0.57 

16.5 

0.65 

167 

■ 

Span  America  Medical  Sys 

foam  pads  for  health  care 

12.1 

16.2 

35 
44 

1.5 

25 

1.86 

5 

18 

0.44 

12.2 

NA 

168 

■ 

Cypress  Semiconductor 

semiconductors 

11.9 

14.6 

263 

35.5 

2 

3.07 

19 

706 

0.91 
1.35 

21.0 
12.0 

1.03 

169 
170 
171 
172 

181 
175 

Ecology  and  Environment 

environ  consulting  &  test  in 

11.9 
g 

17.2 

19 

87 

5.3 

3 

NA 

16 

64 

1.35 

Kent  Electronics 

distrib  electronic  prods 

11.9 

17.0 

25 

75 

4.0 

3 

2.29 

16 

90 

0.96 

16.8 

1.03 

■ 
■ 

Symix  Systems 

financial  mgmt  software 

11.9 

82.4 
12.8 

52 

20 

1.8 

1 

NA 

15 
11 

37 
22 

0.73 
1.31 

20.5 
8.4 

0.975 

Cohu 
electronics 

11.4 

35 

48 

2.7 

0 

2.44 

NA 

173 

■ 

Psicor 

heart  surgery  equip  &  svcs 

11.4 

14.5 

13 

66 

2.7 

19 

1.56 

14 

58 

0.65 

21.9 

0.70 

174 
175 

191 

Vertex  Communications            11.4 
ground  station  satel  antennas 

14.5 

17 

42 

2.3 

6 

1.57 

8 

25 

0.68 

11.2 

0.70 

■ 

Empi 
physical  therapy  equip 

11.2 

24.1 
15.9 

55 

18 

1.2 

54 

2.87 

16 

45 

0.38 

42.1 

043 

176 

■ 

Osmonics 

filtration  equip 

11.2 

61 

46 

3.9 

56 

1.56 

19 

113 

0.65 

29.0 

0.69 

177 

■ 

NACRe                                   11.1 
prop  &  casualty  reinsurance 

14.4 

52 

277 

29.2 

26 

NA 

23 

347 

1.84 

12.2 

1.89 

Stock  prices  as  of  Oct.  11.     ■  Not  on  last  year's  list.     NA  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  daf 

'Includes  all  share  classes.    31992  estimate 

Sources:  William  O'Neil  A  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  via  Lotus  One  Source. 
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In  1913,  when  football  history  was  made,  Allendale 
had  been  tackling  loss  control  problems  for  78  years. 


Notre  Dame  at  Army.  A  tough  fight.  Until  Notre  Dame 
unleashed  its  secret  weapon—  the  forward  pass.  In  the  last  half, 
quarterback  Gus  Dorais  and  star  receiver  Knute  Rockne  dazzled  the 
crowd.  Thirteen  passes,  10  completions.  And  when  Notre  Dame 
engineered  its  35-13  triumph  over  Army,  Allendale's  engineers  had 
been  leading  a  winning  team  for  78  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of  loss  con- 


trol with  engineering,  training,  research  and  testing,  responsiveness 
and  fairness  in  the  way  we  do  business.  After  a  century  and  a  half, 
that  part  of  our  philosophy  is  not  about  to  change.  Allendale 
Insurance,  P.O.  Box  7500,  Johnston,  Rhode  Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


ww    wkwi    wiiinhii    wwiiii  nnikv 


Rank Company/business                Return  on  equity 

this         last                                              5-year      latest 
year        year                                             average       12 

mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales      profits 
($mil) 

Debt/ 
equity 

Quick 
ratio1 

Recent 
stock 
price 

Market 
value2 
($mil) 

Latest  12  mos 
EPS       P/E 

Est 
1991 
EPS 

178.           i 

179  i 

180  i 

181  192 

182  i 

183  i 

i      Magma  Power 

geothermal  energy 

i      Research  Inds 

disposable  cardiovascular  pr 

i      Kirby 

barge  trans,  diesel  repair,  in 

10.9% 

10.7 
ods 

16.7% 

75% 

$91 

$32.2 

50% 

NA 

$27 

$610 

$1.41 

18.9 

$1.56 

14.9 

69 

12 

2.5 

0 
70 

6.79 
0.86 

24 

142 

0.41 

58.5 

0.903 

10.6 

15.3 

45 

186 
200 

14.8 
7.5 

16 

345 

0.67 

23.7 

0.75 

1      Nichols  Institute 

clinical  testing  svcs 

i      SCOR  US 

property  &  casualty  reinsur 

i      Michael  Baker 

engineering  svcs 

10.4 
10.4 
10.3 

9.8 
13.1 

54 
19 

44 

2.30 

12 

173 

0.50 

23.5 

0.61 

226 

29.6 

0 

NA 

15 

273 

1.65 

9.2 

1.72 

10.7 

15 

148 

3.4 

6 

1.79 

20 

57 

1.16 

16.9 

1.07 

184  i 

185  i 

186  i 

187  l 

188  i 

i      Cordis 

medical  equip 

i     State  Auto  Financial 

auto  &  homeowner  insurance 

i     Trenwick  Group 

property  &  casualty  reinsur 

10.2 
10.2 

27.8 

87 

199 

19.3 
8.6 

45 
0 

1.34 
NA 
NA 

40 

542 

1.38 

28.6 

2.07s 

13.2 

23 

112 

15 
26 

88 

165 

80 

2.15 
2.68 

7.0 
9.5 

1.71 
2.72 
1.83 
0.62 

10.2 

12.8 

71 

120 

17.9 

14 

i      Allied  Group 

insurance 

■      Grist  Mill 

grain  based  cereals  &  snack: 

10.0 
9.9 
9.8 

17.1 

9 

331 
61 

15.3 
1.9 

0 

0.20 

19 
6 
9 

2.48 

7.7 

9.9 

51 

59 
56 

1.31 
1.40 

28 
90 

0.41 
0.56 

15.6 

189            i 

i      Kasler 

industrial  construction 

24.9 

32 

187 

5.0 

16.1 

0.56 

190  i 

191  i 

i      VeriFone 

transaction  automation  sys 

9.8 

11.1 

90 

166 

13.2 

1 

4.06 

19 

426 

0.58 

33.2 

0.80 

i      Methode  Electronics 

electronic  equip 

9.5 
9.5 

13.3 

12 

151 

8.3 

1 

1.64 

11 

122 

0.74 

14.5 

0.86 

.192            i 

i      PDA  Engineering 

mechanical  eng  software 

16.1 

32 

36 

2.9 

0 

NA 

10 

42 

0.62 

16.5 

0.74s 

193  i 

194  i 

195  i 

i      Landmark  Graphics 

computerized  oil  explor  equi 

9.4 
P 

16.3 

49 

90 

9.8 

0 

5.72 

24 

239 

0.94 

25.0 

1.80s 

•     Comptek  Research 

defense  hardware  &  software 

■     Micros  Systems 

transaction  processing  equif 

9.3 

i 

9.2 

) 

11.8 
20.8 

18 
135 

55 

1.6 

0 

2.43 

12 

23 

0.79 
0.44 

14.6 

0.81 

40 

3.3 

13 

1.87 

7 

51 

15.9 

NA 

196  i 

197  I 

■      California  Microwave 

commun  &  telecomm  equip 

9.0 

11.9 

52 

177 

8.0 

3 

1.33 

22 

186 

0.93 

23.7 

1.12s 

i      Sensormatic  Electronics            9.0 

electronic  surveillance  equip 

13.0 

16 

254 

26.0 

10 

4.07 

25 

670 

0.94 

26.6 

1.09 

198            i 

i      Mid-American  Waste  Sys 

solid  waste  disposal  svcs 

8.9 

11.5 

120 

94 

12.7 

60 

1.58 

21 

416 

0.73 

28.9 

0.84 

199            i 

i      Cosmetic  Center 

distributes  cosmetics 

8.7 

13.1 

12 

84 

1.8 

4 

0.13 

10 

32 

0.58 

17.7 

NA 

200            i 

i      Geonex 

mapping  &  site  analysis 

8.0 

14.5 

49 

63 

2.0 

89 

0.99 

10 

41 

0.56 

17.4 

0.55 

Stock  prices  as  of  Oct.  11.    ■  Not  on  last  year's  list.    NA:  Not  available  or  not  applicable.     'Current  assets  less  inventories  divided  by  current  liabilities. 

includes  all  share  classes.    31992  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  a  service  of  IBES.  via  Lotus  One  Source. 
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[Savings  are  packed 
and  ready  to  go. 
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AT&T  Corporate  Calling  Card 
Essential  to  the  business  on  the  move. 

If  your  company  has  monthly  long  distance  phone  bills  of  just  $50  or  more 
you  can  save  money  on  long  distance  calling  card  calls.  Because  AI&T 
offers  savings  on  calling  card  usage  with  the  AT&T  PRO™  WATS 
volume  discount  plan.  So  your  savings  can  go  wherever  your 
business  takes  you. 

What's  more,  when  you  use  the  AT&T  Corporate  Calling 
Card,  you  can  be  sure  you're  using  the  quality  AI&T  network 
for  all  your  long  distance  calls.  And  you're  protected  from  the 
higher  rates  charged  by  some  unfamiliar  operator  service 
companies.  Rates  that  can  be  two  to  three  times  the  AI&T  price* 
So  you're  always  getting  the  quality  AI&T  service  you  want  and 
prices  you  expect. 

Cost  control.  Another  AT&T  advantage. 

Whether  you're  a  company  of  one  or  one  hundred,  you  can  get 
AT&T  Corporate  Calling  Cards  for  your  company  free.  Call 
1  800  225-6136,  ext.  310. 


•Based  on  a  comparison  of  billed  charges  and  surcharges 
of  alternate  operator  service  companies. 

©1991,  AT&T. 


AT&T 

The  right  choice. 
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Kemper  Growth  Fund  Total  Return 

40.38% 


1  Year-to-date  total  return  through 
9/30/91: 


2  Average  annual  total  return  for  the 
10-year  period  ended  9/30/91: 

3  Average  annual  total  return  for  the 
5-year  period  ended  9/30/91: 

4  Average  annual  total  return  for  the 
1-year  period  ended  9/30/91: 


17.34% 
17.23% 
45.27% 


Consistent,  long-term  performance  is  still  the  best 
reason  to  own  a  growth  fund.  So  check  out  Kemper 
Growth  Fund's  performance  numbers.  Then  call  Kemper 
at  1-800-733-7100,  ext.  1404,  for  a  free  kit  and  prospectus 
containing  more  complete  information,  including 
management  fees  and  expenses.  Please  read  the  pro 
spectus  carefully  before  you  invest  or  send  money. 


Kemper? 


Finance  Kemper  Growth  Fund 


A  concern  for  your  future!" 

C  l*»|  kiinim  I  nuniul  ScOHivliu  .1  htOfOkB 

I  lu  I  und's  returns  .m  based  on  historic*!  results  and  .in  not  nccessaril)  iipuiinnnw*  ol  future  [iiifiii—urt  Return  and  mi  asset  Mhtc  »ili  raaciNaac. Shuts 
.ut  redeemable  on  an)  business  da)  u  the  then  curreni  net  issit  value,  which  ma)  be  more  01  less  than  original  «.<>si  \nr.u;i  ■■Mad  total  return  oth1  total 
return  are  each  .1  measure  ol  thi  net  investmeni  income  and  rcantcd  and  unrealised  capital  gain  or  loss  from  the  Fumi's  isrvcsasHnts  ova  ihc  periods  speohed. 
.issnmiiig  reinvestment  ol  .ill  dividends  and,  fot  averegt  annual  total  return  only  adfustmeni  for  il\e  manonaai  sales  charge  ol  SJVk  Average  annual  total 
return  is  the  averegi  annualoed  change  ova  the  l .  ">  .  and  10  yen  periodi  ended  g  ,n  °i  tbaJ  renam  is  a  measure  ol  the  oiyrv»:->ii'  change  o\er  the  penod 
1  1/91  through  9  W/91  liit.il  retum  for  tlu  1-year  period  ended  9  10/91  is  54J3*  During  dwatpuktd^atunauwpria^ftacwaaiedi  am 
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little  companies,  big  rewards 


Being  the  boss  of  one  of  the  200  Best  Small  Companies  in 
America  doesn't  necessarily  mean  that  you  get  a  small 
paycheck.  The  median  executive  on  the  list  earned 
$314,200  in  salary,  bonus,  stock  option  gains  and  fringe 
benefits  (listed  as  "other"  in  our  table).  In  contrast,  the 
median  compensation  for  a  chief  executive  of  a  Forbes  500s 
company  (Forbes,  May  27)  was  $1,592,000.  This  year's 
rally  in  small-cap  stocks  certainly  helped  boost  the  small 
companies'  compensation  figures:  It  probably  encouraged 


many  of  these  chief  executives  to  exercise  stock  options. 

The  stock  gains  column  reflects  only  those  options 
exercised  by  the  chief  executive  during  the  latest  fiscal  year. 

Share  ownership  is  based  on  beneficial  ownership, 
including  shares  owned  by  a  spouse  or  minor  children. 
Excluded  are  shares  belonging  to  charities,  foundations  or 
people  not  in  the  immediate  family. 

Except  where  noted,  compensation  is  for  the  company's 
most  recent  fiscal  year. 


Chief  executive 


Age 


Years Undergraduate 


College 


-Compensation  (000)- 


— Stock  owned— 


Company 

with 

CO 

as 
CEO 

graduate 
college 

degrees 

salary 
+ bonus 

other 

stock 
gains 

total 

% 

mktval* 
(000) 

M  L  Lowenkron 
A&W  Brands 

Samuel  H  Maslak 
Acuson 

60 
43 

11 

10 

9 

7 

13 

11 

$513.0 

— 

— 

$513.0 
600.0 

3.37%  $8,547 
5.45     64,549 

10- 

9 

7 

MIT 
MIT 

BS 
PhD 

600.0 

John  E  Warnock 
Adobe  Systems 

Gene  Lu 
Advanced  Logic  Research 

Robert  D  Swenson 
AirTran 

51 
37 
37 

Utah 
Utah 

Cal  State  Polytech 

BS 
PhD 

BSEE 
BA 

378.6 
236.2 

— 

— 

378.6 
236.2 
211.5 

3.66 

13.81 
5.25 

38,151 

18,655 

2,388 

13 

Dartmouth 

211.5 

— 

— 

Jeffrey  E  Smith 
AL  Laboratories 

Paul  Brainerd 
Aldus 

Goodwin  L  Myrick 
Alfa  Corp 

44 

7 

-t 

Fairleigh  Dickinson 

BS 

274.6 

$0.4 

— 

274.61 

-* 

-z 

43 

7 

7 

Oregon 
Minnesota 

BA 
MA 

341.0 
211.2 
727.8 

341.0 

21.93 

118,629 

66 

23 

13 

— 

211.63 
746.6 

50.86 
1.75 

111,499 
1,402 
1,948 

John  E  Evans 
Allied  Group 

64 

41 
6 

27 

U  of  Iowa 

BSC 

18.8 

— 

Herman  Jacobs 
Allou  Health  &  Beauty  Care 

33 

6 

103.0 

— 

— 

103.0 

11.39 

Leon  Fishman 
Allstate  Financial 

60 

9 

8 

41 

26 

21 

6 

3 

340.6 

— 

— 

340.6 
245.5 
831.34 
821.0 

22.41 
2.92 

26.645 
9.91 

5,786 
13,253 
49,388 

5,269 
20,328 
40,104 

Rodney  Smith 
Altera 

William  Ziegler  III 
American  Fructose 

Martin  Lerner 
American  List 

51 
63 
58 

8 

Southampton 

BSEE 

BA 
MBA 

BS 

245.5 
678.2 
791.0 

11.1 
30.0 

$142.0 

16 

26 

9 

6 

Harvard 
Columbia 

Polytechnic  Inst 

Georgetown 
Harvard 

Brown 
Rhode  Island 

Charles  0  Rossotti 
American  Management  Sys 

Roger  BDowdellJr 
American  Power  Conversion 

50 
42 

BA 
MBA 

BS 
MS 

590.0 
391.8 

— 

— 

590.0 
391.8 

9.40 
12.31 

Stock  prices  as  of  Oct.  1 1  'Includes  all  share  classes.  tLess  than  one  year.  'Compensation  data  for  position  of  vice  president  of  finance  and  chief  financial 
officer.  2Became  chief  executive  July  1991 .  Stock  holdings  not  available.  Executive  officers  are  paid  by  Alfa  Mutual  Insurance  Co.  under  a  management  service 
contract.  4Chief  executive  compensated  by  American  Maize-Products,  includes  shares  owned  indirectly  through  American  Maize-Products,  which  owns  47.9% 
of  American  Fructose. 
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Partnerships  In 
Engineering  Creativity 

Establishing  New  Records  of  Excellence 


In  a  world  of  specialization,  Allen  E. 
Paulson  is  an  anomaly.  As  chairman 
and  chief  executive  officer  of 
Gulfstream  Aerospace,  he  heads  the 
company  which  leads  in  the  design- 
ing, manufacturing  and  marketing  of 
large  corporate  jets.  At  the  same 
time,  as  a  pilot,  he  holds  36  interna- 
tional flight  records,  including  world 
records  for  speed  -  around-the-world 
eastbound  and  westbound  flight  - 


Paulson's  westbound  around- 
the-world  flight  makes  that  point. 
Flying  a  Gulfstream  IV  corporate  jet, 
on  June  12,  1987,  Paulson  and  his 
four  co-captains  covered  22,886.451 
miles  and  flew  into  headwinds  of  up 
to  139  knots.  His  time  of  just  over 
45  hours  and  25  minutes  established 
international  marks  for  jets  oi 
unlimited  weight  and  for  business 
jets  weighing  up  to  77,140  pounds. 


establishing  the  Gulfstream  IV  as 
the  world's  fastest  civil  jet. 

To  help  Allen  Paulson  and 
Gulfstream  achieve  in  both  realms, 
Parker  Hannifin  Corporation,  the 
world's  largest  manufacturer  of 
motion-control  components  and  sys- 
terns,  provides  its  expertise.  The 
result:  Gulfstream  aircraft  are  syn- 
onymous with  superior  quality,  relia- 
bility and  extraordinary  form  and 
function.  At  the  same  time,  Paulson's 
achievements  document  the  scope 
of  a  man's  abilities  to  set  new  stan- 
dards, aided  by  machines  th.it  are 
expertly  engineered  to  deliver  opti- 
mal performance. 


Along  the  way,  the  flight  set  22  citv- 
to-city  speed  records.  His  average 
speed  (including  four  enroute  stops) 
was  503.91  mph. 

Only  eight  months  after  claim- 
ing the  westbound  world  record, 
Paulson  rook  to  the  skies  again.  This 
time,  he  and  a  four-person  crew 
established  the  eastbound  around- 
the-world  speed  record  by  slashing 
more  than  nine  hours  off  the  previ- 
ous standard  and  clocking  in  at  W 
hours.  08  minutes  and  H  seconds. 
With  tour  refueling  stops,  the  aircraft 
set  an  international  speed  record  of 

7 1  mph  for  the  overall  distance. 

"Allen  Paulson's  achievements 


are  testimony  to  the  sophistication 
and  reliability  oi  the  Gulfstream 
product,"  says  Paul  Schloemer,  presi- 
dent and  chief  executive  officer  of 
Parker  Hannifin. 

Aboard  both  record-setting 
flights  were  Parker  Hannifin's  hy- 
draulic and  pneumatic  components, 
motion-control  systems,  fuel-gaging 
:ems,  digital  synthesized  aural 
warning  systems,  seals  and  fly-by-wire 
electronics.  It  is  the  same  technology 
that  accompanies  all  Gulfstream  IV 
aircraft  as  they  serve  corporations 
and  governments  throughout  the 
world.  In  all,  Gulfstream  incorporates 
more  than  4-0  Parker  products  in 
this  advanced  aircraft. 

Aerospace  systems  and  compo- 
nents are  an  integral  part  oi  Parker 
Hannifin's  global  lineup  oi  products 
and  services.  Parker  products  are 
aboard  nearly  even  free -world  com- 
mercial, military  and  general  avia- 
tion aircraft  and  turbine  engine. 
well  as  spacecraft  and  their  engines. 

This  kind  oi  true-tested  experi- 
ence is  the  driving  force  behind 
Parker  Hannifin's  international  lead- 
ership in  motion-control  com;- 
nents  and  systems.  VC'ith  more  than 
0  product  lines  for  hydraulic, 
pneumatic  and  electromechanical 
applications  in  over  1.200  industr. 
automotive  and  aerospace  mark* 
Parker  operates  some  200  manut 
turing  plants  and  administrative 
offices  internationally  and  supports 
more  than  4.xY  distribut 
more  than  25fi  customers  in 

every  comer  oi  the  world. 

Parker  Hannifin's  knowk 
these  markets  provides  the  dive 
know-how  that  helps  bus  ke 

Gulfstream  and  its  owner  AlU 
Taulson  to  achieve  in  a  wide  rangi 
pursuits 


Gulf st ream  pursues  perfection  in  flight 


Advanced  motion-control  technology 
from  Parker  Hannifin  has  been  an 
important  part  of  aerospace  and 
aviation  history  for  more  than  60  years. 
Recently,  it  helped  mark  another 
milestone  when  a  Gulfstream  IV 
business  jet  established  several  around- 
the-world  speed  records.  The  innovative 
Gulfstream  IV  uses  over  420  Parker 
products  in  its  advanced  motion-control 
systems. 

And  now,  after  captaining  the 
"Pursuit  of  Perfection"  on  its  record- 
setting  flight,  Chairman/CEO  Allen  E. 


Paulson  is  leading  his  company  on 
another  historic  venture. 

Gulfstream  has  joined  Advanced 
Sukhoi  Technologies  of  Russia  to 
develop  a  business  aircraft  that  would  fly 
faster  than  Mach  2  at  ranges  exceeding 
5,000  statute  miles.  And  when  the 
supersonic  prototype  takes  off  in  1994, 
Parker  technology  will  be  aboard. 

Parker's  technical  expertise  has 
contributed  to  new  levels  of 
performance  with  customers  throughout 
the  aerospace  industry,  and  in  the 
marine,  industrial,  and  automotive 


industries  as  well.  Companies  around 
the  globe  rely  on  the  innovation  and 
dependability  of  Parker  technology, 
components  and  systems. 

These  partnerships  have  helped  make 
Parker  a  $2.44  billion-per-year  leader  in 
the  motion-control  industry.  For  more 
information,  write  for  our  annual 
report:  Parker  Hannifin  Corporation, 
Department  FB-17,  17325  Euclid 
Avenue,  Cleveland,  OH  44112-1290. 
For  Parker  product  information,  call 
1-800-C-PARKER. 


A  partnership  in  vital  technologies 


Parker 
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Chief  executive 
Company 

Age           

with 

CO 

-Years 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

Pr\mncncatinn  ffV\A\ 

—Stock  owned— 
%        mkt  val* 
(000) 

salary 

+ bonus 

^Uilipcil^dllUi  1  \\J\J\J} 

other        stock         total 
gains 

Robert.J  Fierle 
American  Precision  Inds 

69            45 

45 
20 

Northwestern 

BSME 

$263.0 

1,020.2 

374.4 

$2.0             -       $265.0 

—             -       1,020.2 

102.5       $51.6         528.5 

19.64%  $10,081 
28.94     120,973 

Edward  H  Arnold 
Arnold  Industries 

52 

26 
35 

Notre  Dame 

BS 

Stuart  Komer 
Artistic  Greetings 

Albert  WOndis 
Astro-Med 

65 

25 

Ohio  State 

BS 

12.87 

10,003 

65            20 

20 

Boston  U 

BA 

201.7 

-             -         201.7 

32.95 

17,032 

Alvar  J  Green 
Autodesk 

45               7 

5 
6 

Eastern  Michigan  U 
Pittsburgh 

BBA 
BS 

376.5 

5.7                         382.2 

_3 

14 

Richard  LShaw 
Michael  Baker 

64            40 

261.8 

6.9             -         268.7 

1.10 

630 

Dale  H  Ballard 
Ballard  Med  Prods 

68             13 

13 

Utah 

BS 

174.3 

-             —          174.3 

12.57 
22.30 

58,774 
18,650 

Ben  R  Cohen 
Ben  &  Jerry's  Homemade 

Harold  S  Schwenk  Jr 
BGS  Systems 

40             13 
50             15 

13 
15 

Brown 
Harvard 

BS 
PhD 

83.4 

1.7             -           85.1 

252.0 

1.6             -         253.6 

19.07 

21,002 

Dane  A  Miller 
Biomet 

Max  P  Watson  Jr 
BMC  Software 

Francis  L  Reed 
Boston  Acoustics 

45 
45 
58 

14 

14 
2 

GMI  Inst 
Cincinnati 

Louisiana  Tech 

BS 
PhD 

BBA 

309.8 
706.7 

-             -         309.8 

4.95 

105,043 

6 

-             -         706.71 

0.73 

9.752 

12 

12 

Boston  C 

BA 

264.3 

-             -         264.3 

15.90 

13.025 

Allan  L  Bridgford 
Bridgford  Foods 

56            34 

16 

Stanford 

BA 

104.0 

247.5             —          351.5 

16.72 

23.052 
19.402 

Roe  H  Hatlen 
Buffets 

48              8 

8 

Pacific  Lutheran  U 
Oregon 

BA 
MBA 

176.2 

-     1,270.4       1,446.6 

6.16 

S  Robert  Levine 
Cabletron  Systems 

33              9 

9 

Miami 

BS 

1,091.4 

-             -       1,091.4 

29.28 

375.415 

Warren  G  Wood 
Cabot  Medical 

61              8 

8 

Washington 

BSEE 

204.6 

9.2             -         213.8 

18.50 

15,868 
4.743 

David  B  Leeson 
California  Microwave 

54            23 

23 

Cal  Tech 
Stanford 

BS 
PhD 

314.6 

55.0             -         369.6 

2.55 

Joseph  S  Kruy 
Cambex 

60            23 

23 

U  of  Budapest 
U  of  Budapest 

BS 
MSEE 

363.2 

-             -         363.2 

10.07 

6.237 

Dean  G  Cannon 
Cannon  Express 

50            10 

10 

162.0 

-             -          162.0 

30.30* 

8.911 

George  A  Fait 
Capitol  Transamerica 

65            31 

31 

Wisconsin 

BBA 

927.7 

31.9                         959.6 

19.32 

16,458 

John  G  Rangos  Sr 
Chambers  Development 

62            20 

6 

1,548.0 

2.0             -       1.550.0 

27.65 

354 

Duane  C  Montopoh 
Chemical  Fabrics 

42 

5 
3 

4 

Cincinnati 
Gulden  Gate  U 

BBA 
MA 

205.3 

-     2.144.3       2,349.6 

0.06 

59 

'                     John  P  Morgndge 
Cisco  Systems 

58 

3 

Wisconsin 
Stanford 

BBA 

MBA 

274.9 

-             -         274.9 

4.38 

49 

Stock  prices  as  of  Oct    11.     'Includes  all  share  classes.     'Became  chief  executive  April  1990.  Salary  is  for  office  of  vice  president  and  chief  operating 
officer.    'Shares  held  jointly  with  wife,  Rose  M.me  Cannon,  who  is  also  an  off icer  of  the  company.    'Less  than  0.01%. 
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Canada 


Ontario 


I  'nited  States 


Arizona 


When  it  comes  to  overnight  business  trips, 
tnere  s  only  one  element  we  cant  contro 

Living'  out  oi  a  suitcase  isn't  easy.  Wnich  is  why,  at  Doubletree  Hotels  and  Club 
I  lotcls,  we  take  tlie  time  to  meet  the  individual  needs  of  business  travelers. 

I  poii  your  arrival,  you'll  lind  elegant  aecommodations  and  a  warm,  friendly  atmo- 
sphere, nut   what   really   sets  us  apart   is  our  people.  Because  at   Doubletree,  we  have  a 


tradition  oi   m.ik'mo  eacn  guest  leei  special.  ^fflffip^B^p 

^o  the   next   time  von   have  an   overnight   business  \(    AT      TL3T     |_7         1/  I    '17 

LJKJyuBL,LL  1  rvJiii 


trip,  give   Doubletree  a  call.  And  the  only   thing'  you'll      HOTELS 

have  to  worry  about  is  bringing  an  umbrella.  1-800-528-0444 

W'lun  your  travels  take  y..u  l<.  Canada,  ,t.n  willi  <>m  partner.     Cinad  id  II  Pacific  =^  Hotels  &  ReSOrtS     1-800-828-7447. 
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Chief  executive 
Company 

Age 

Years 

with           as 
co           CEO 

Undergraduate 
graduate 
college 

College 
degrees 

ensation  (000) 

stock         total 
gains 

—Stock  owned— 
%        mktval* 
(000) 

salary 
+ bonus 

other 

Robert  J  Shillman 
Cognex 

45 

10 

10 

Northeastern 
MIT 

BSEE 
MSEE 

$216.0 

— 

— 

$216.0 

25.72%  $64,190 

James  W  Barnes 
Cohu 

61 

33 

8 

Cal  State  Fresno 

BS 

248.1 

— 

— 

248.1 

1.27 
0.04 

277 
167 

Stephen  G  Hall 
Colonial  Cos 

45 

18 

1 

Citadel 
Utah 

BS 
MBA 

388.0 
169.4 

$27.1 

— 

415.1 

John  R  Cummings 
Comptek  Research 

58 

23 

1 

0.9 

— 

170.3 

5.57 

1,303 
226 

Gordon  S  Glenn 
Computer  Data  Sys 

43 

20 

-t 
2 

Kentucky 

BSME 

244.3 

2.2 

— 

246.51 

0.85 

Dan  M  Palmer 
Concord  Computing 

48 

6 

Memphis  State 

BA 

197.5 

— 

$160.0 

357.5 

0.32 

883 

H  Robert  Gill 
ConferTech  International 

Robert  C  Strauss 
Cordis 

Mark  S  Weinstein 
Cosmetic  Center 

55 
50 
39 

3 

9 

19 

3 

Indiana  Tech 
Purdue 

BSEE 
MSEE 

150.0 
333.1 

— 

— 

150.0 

0.04 

10 

5 

Illinois 
Idaho 

BS 
MS 

30.6 

363.72 

0.07 

395 

3 

Maryland 

BA 

212.0 

— 

— 

212.0 

6.01 

1,909 

1,935 

12,802 

69.378 

Thomas  N  Hendrickson 
CPAC 

49 

22 

22 

Wisconsin 
Rochester 

BA 
MCE 

379.5 
516.8 

12.6 
21.0 

— 

392.1 
537.8 

9.45 
1.66 

Dan  W  Evins 
Cracker  Barrel  Old  Ctry  Str 

56 

22 

22 

Jack  Farber 
CSS  Industries 

T  J  Rodgers 
Cypress  Semiconductor 

58 

12 

12 

Pennsylvania 

BS 

BS 
PhD 

490.0 
250.0 

21.6 

— 

511.6 

42.343 

43 

8 

8 

Dartmouth 
Stanford 

250.0 

0.77 

5.469 

Ron  Pickard 
Danek  Group 

42 

1 

1 

Miami 

4 

— 

1,635.8 

1,635.8 

3.30 

9,460 

Richard  C  Rose 
Dataflex 

43 

7 

2 

BS 

868.6 

— 

— 

868.6 

4.12 

2.293 

Nunzio  P  De  Santis 
Diagnostek 

40 

9 

9 

New  Mexico 

BS 

361.0 

33.4 

— 

394.4 

6.59 

28.627 

Sigi  Ziering 
Diagnostic  Prods 

63 

19 

18 

CUNY  Brooklyn 
Syracuse 

BS 
MS,  PhD 

343.0 

— 

— 

343.0 

20.31 

105.213 

John  PSchinas 
Digi  Intl 

54 

6 

6 

Texas 
Northeastern 

BS 
MS 

300.9 

— 

— 

300.9 

23.32 

44,640 

A  Blaine  Bowman 
Dionex 

45 

12 

9 

Brigham  Young 
Stanford 

BS 

MBA 

369.7 

39.8 

6.4 

415.9 

2.28 

4,775 

T  Gary  Rogers 
Dreyer's  Grand  Ice  Cream 

49 

14 

14 

U  of  Calif  Berkeley 
Harvard 

BS 
MBA 

598.7 

66.6 

— 

665.3 

12.18 

48,715 

John  S  Haddick 
Duriron 

62 

37 

6 

Iowa  State 

BS 

621.6 

10.1 

66.2 

697.9 

0.33 

855 

John  ACouri 
Duty  Free  Intl 

50 

9 

9 

Syracuse 

BA 

475.0 

— 

— 

475.0 

7.51s 

59.965 

Gerhard  J  Neumaier 
Ecology  and  Environment 

54 

21 

21 

GMI  Inst 
SUNY  Buffalo 

BME 
MA 

207.5 

14.9 

— 

222.4 

22.88 

14,615 

Stock  prices  as  of  Oct.  11.  'Includes  all  share  classes.  1Less  than  one  year.  'Became  chief  executive  7/16/91.  Salary  is  for  office  of  president  and  chief 
operating  officer.  2For  fiscal  year  ended  6/30/90.  'Estimated;  includes  indirect  ownership  through  Philadelphia  Inds.  4Became  chief  executive  4. 1  *91 .  Salary 
data  not  available,    includes  chief  executive's  proportional  interest  in  IDF  Services. 
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Whatever  your  financial  needs, 
our  numbers  give  you  an  edge. 


,00000' 


The  Principal  Edge® 

$31,000,000,000.  With 
nearly  $31  billion  in  assets 
under  management,  The  Principal 
Financial  Groups  is  one  of  America's 
strongest  financial  services  organiza- 
tions. The  Principal*  consistently  earns 
excellent  ratings  from  Moody's,  Standard 
&  Poor's  and  A.M.  Best. 
7,500,000.  Our  individual  and  employee 
benefit  customers  now  number  7.5  million,  and 
growing. 

112.  For  112  years,  we've  been  tailoring  products 
and  services  that  give  individuals  and  businesses  an 
advantage. 

99%.  Our  accuracy  rate  on  claims.  And  we  process  those 
claims  in  6  working  days,  or  less. 
6.  We've  become  the  6th  largest  life  insurance  company 
in  the  U.S*  by  never  forgetting  who's  number  one. 

1.  You.  Because  at  The  Principal,  we  want  you  to  feel 
like  you're  our  only  customer. 

It  all  adds  up  to  The  Principal 

Edge.  To  learn  more  about  it, 

call  toll  free:  1-800-633-0323. 

The  Principal  Financial  Group, 

r»*\G*V  .   I     Des  Moines,  IA  50392-0150. 


»* 


.69**' 


'based  on  premium  income  for  Principal  Mutual  Life  Insurance  Company  (The  Principal).  ©  1991  Principal  Mutual  Life  Ins.  Co. 


200  BEST  SMALL  COMPANIES'  CHIEF  EXECUTIVES 


Chief  executive 
Company 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

nsation  (000) 

stock         total 
gains 

—Stock  owned— 
%        mktval* 
(000) 

salary 
+ bonus 

uompc 
other 

Lawrence  F  Probst  III 
Electronic  Arts 

40 

7 

1 

Delaware 

BA 

$262.5 

— 

— 

$262.51 

1.98% 

— 

Thorley  D  Briggs 
Emcon 

Donald  D  Maurer 
Empi 

Malcolm  Waddell 
EnClean 

59 
54 

10 

5 

Harvard 

BA 

186.7 

$8.0 
4.0 

$97.6 

194.7 
310.8 

»  $2,599 

14 

12 

South  Dakota  State 
Iowa  State 

BSEE 
MS 

209.2 

5.97 

2,672 

39 

9 

9 

Rice 
Harvard 

BA 
MBA 

190.0 

3.4 

— 

193.4 

3.99 

0.33 

19.52 

3,289 

Bernard  J  Duroc-Danner 
Energy  Ventures 

Robert  A  Kierlin 
Fastenal 

38 
52 

4 
24 

1 

Pennsylvania 

PhD 

206.7 

— 

740.0 

946.7 

640 
42.119 

24 

Minnesota 
Minnesota 

BS 
MA 

120.0 

— 

— 

120.0 

George  D  Dalton 
Fiserv 

Howard  Solomon 
Forest  Labs 

63 

64 

7 
14 

7 

14 

20 

6 

Northwestern 

CUNY  City  Col 
Yale 

BBS 

314.0 

13.8 

— 

327.8 

1.26 

6,270 

19,856 

331,742 

BS 
LLB 

401.2 

— 

— 

401.2 
499.3 

1.66 
22.93 

Charles  B  Johnson 
Franklin  Resources 

George  W  Townson 
Frederick's  of  Hollywood 

Walter  A  Rhulen 
Frontier  Insurance  Group 

58 

34 

Yale 

BA 

479.6 

19.7 

— 

50 

6 

408.1 
266.4 

24.1 
18.4 

353.0 

761.  I2 

0.97 

781 

60 

28 

28 

Connecticut 

BS 

— 

290.5 

10.78 

16.117 

StoneyMStubbsJr 
Frozen  Food  Express  Inds 

55 

31 
13 

8 
13 

Texas  A&M 

BBA 

244.1 

— 

262.5 

4.32 

2,363 

Joseph  D  Macchia 
Gainsco 

56 

Fairfield 

Michigan  Tech 
Air  Force  Tech 

BS 

421.8 

118.5 

280.1 

820.4 

12.89 

14,795 
108 

Robert  L  Paulson 
Geodynamics 

54 

2 

2 

BS 
MS 

198.4 

— 

24.0 

222.4 

0.33 

Harold  F  Flynn 
Geonex 

55 

15 

15 

Widener 

Colby 
Columbia 

BA 

174.1 

— 

— 

174.1 

29.07s 

11,999 

David  W  Miller 
Geraghty  &  Miller 

62 

35 

34 
3 
2 

BA 
MA 

317.1 

8.1 

— 

325.2 

21.96 

21,219 

2.673 

214 

Frank  A  Rosenberry 
CR  Gibson 

54 

8 

Princeton 

Notre  Dame 
Ohio  State 

BA 

217.0 

13.3 

— 

230.3 

4.07 

David  C  Wetmore 
Goal  Systems 

43 

3 

BBA 
MBA 

359.7 

7.1 

— 

366.8* 

0.09 

Ronald  K  Zuckerman 
Grist  Mill 

49 

18 

10 

Illinois 
Chicago 

BSEE 
MBA 

299.7 

2.9 

— 

302.6 

12.48 

3.482 

Robert  S  Bowen 
Group  1  Software 

53 

8 

5 

Northwestern 
Harvard 

BS 
MBA 

608.0 

— 

— 

608.0s 

0.29 

270 

David  S  Eakin 
1                        Gundle  Environmental  Sys 

36 

7 

7 

Princeton 
Carnegie-Mellon 

BSE 
MBA 

291.0 

— 

— 

291.0 

4.21 

7.727 

Kathryn  C  Hach 
Hach 

69 

43 

4 

88.8 

9.6 

— 

98.4 

41.14 

69.661 

John  F  White 
Haemonetics 

47 

15 

8 

William  Jewell 
U  of  Penn,  Wharton 

BS 

MBA 

615.2 

2.5 

— 

617.7 

14.55 

^13 

Stock  prices  as  of  Oct.  11.  'Includesallshareclasses.  'Salary  as  senior  vice  president  of  company,  became  chief  executive  April  1991.  ^Compensation  for  year 
ended  August  1990.  3Shares  held  jointly  with  wife,  Judith  Flynn.  who  is  also  an  officer  of  the  company.  'Became  chief  executive  February  1990.  Salary  is  for 
office  of  president  and  chief  operating  officer.    'Chief  executive  partially  compensated  by  Comnet,  which  owns  82.9%  of  firm's  stock.  For  fiscal  year  ended 

3/31/90. 
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worth  rememberin: 


•  • 


...  as  a  major  force  in  telecommunications  and  manufacturing. 

At  Canadian  Pacific  we  have  moved  swiftly  to  restructure  and  expand 
our  involvement  in  the  rapidly-growing  telecommunications  industry. 
Our  subsidiary,  Unitel  Communications,  is  a  national,  facilities-based 
carrier  with  digital  fiber  optic  and  microwave  networks. 
Unitel  provides  a  wide  range  of  cost-effective  voice,  data  and 
message  services  to  customers  in  North  America  and  overseas. 

Our  telecommunications  and  manufacturing  sector  also  includes 
United  Dominion  Industries,  which  provides  manufactured  products 
and  engineering/construction  services  to  commercial  and  industrial 
customers  worldwide. 

Telecommunications  and  Manufacturing — just  one  of-the  valuable^  ? 
assets  that  makes  Canadian  Pacific  Limited  a  name  worth 
remembering. 

Transportation  and  Waste  Services  •  Energy  •  Forest  Products  •  Real  Estate  and  Hotels  •  Telecommunications  and  Manufacturing 

Canadian  Pacific  Limited 


■  ■ 


'-m 


/ 


--    .1~„ 
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ZUU  BtSI  SMALL  UUIYlPHNItb   UHltf  tAtUUIIUtb 


Chief  executive 
Company 

Age 

Years 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

Pnmrv 

nsation  (OC 
stock 
pins 

ID) 

—Stock  owned — 
%        mktvar 
(000) 

salary 
+ bonus 

v*uiii^pc 

other 

total 

Curtis  L  Smith  Jr 
Handex  Environ  Recovery 

64 

5 

5 

Dartmouth 

BA 

$176.4 

— 

— 

$176.4 

25.52%  $57,898 

James  C  Smith 
HealthCare  Compare 

50 

7 

7 

Northeastern 

BA 

406.0 

$4.2 

— 

410.2 
300.0 

3.68 
50.02 

26,963 
89.411 

Russell  A  Gerdin 
Heartland  Express 

50 

13 

13 

Moorhead  State 

BA 

300.0 

— 

— 

Kent  H  Kerkhof 
Home  Nutritional  Svcs 

42 

4 

2 

Butler 
Butler 

BS 
MS 

141.3 

2.1 

$44.  I1 

187.5 

0.21 

544 

James  M  McNamee 
Hooper  Holmes 

46 

23 

7 

Regis  College 
Fairleigh  Dickinson 

BS 

MBA 

249.0 

13.9 

— 

262.9 

0.45 
2.69 

290 
1,592 

Henry  C  Baumgartner 
ILC  Technology 

59 

24 

1 

Stanford 
Stanford 

BA 
MBA 

141.3 

2.1 

— 

143.4 

Jerome  Kalishman 
Insituform  Mid-America 

64 

7 
16 

4 
4 

Washington 
Washington 

Marquette 
Minnesota 

BS.BA 
JD 

225.0 

8.9 

— 

233.9 
450.0 

34.80 

33,451 

Michael  P  Sullivan 
IntI  Dairy  Queen 

56 

BS 
JD 

450.0 

0.25 

1,053 
4.623 

Ralph  R  Weiser 
IntI  Recovery 

Sam  N  Wilson 
Intertrans 

Robert  WAIIington 
Iscc 

66 

7 

7 

NYU 
Harvard 

BA 
JD 

535.0 

— 

535.0 

5.53 

56 

11 

11 

North  Texas  State 

BA 

176.2 
198.8 
375.0 

176.2 

3.52 

3.817 
36.283 

56 

32 

32 

U  of  Nebraska  Lincoln  BS 
U  of  Nebraska  Lincoln  MS 

8.4 
4.0 

— 

207.2 

50.16 

Gerald  B  Shreiber 
J&J  Snack  Foods 

49 

20 

20 

379.0 

28.10 

38,763 

Jean  Madar 
Jean  Philippe  Fragrances 

E  Robert  Ferguson 
Kasler 

Lawrence  J  Cawley 
Kaydon 

30 

6 

6 

Ecole  SS  Econ  &  Com  MBA 

151.0 

47.4 

— 

198.4 

38.17 

7,319 
324 
730 

53 
57 

6 
6 

2 

Michigan 

BSCE 

178.7 

13.5 

9.7 

201.9 

0.36 

4 

Cleveland  State 

BME 

491.2 

— 

34.9 

526.1 

0.21 

John  F  Keane 
Keane 

60 

26 

26 

Harvard 
Harvard 

BA 
MBA 

245.9 

2.7 

— 

248.6 

45.50 

41,017 

Morrie  K  Abramson 
Kent  Electronics 

56 

18 

18 

Houston 

BA 

442.3 

2.1 

— 

444.4 

2 

3.85 

3.461 

Steven  L  Salman 
Kentucky  Medical  Ins 

44 

-t 

-t 

Indiana 
Capital  U 

BS 
JD 

— 

— 

— 

—2 

— 

George  A  Peterkm  Jr 
Kirby 

64 

43 

15 

U  of  Texas  Austin 

BBA 

282.6 

4.0 

— 

286.6 

2.53 

8.732 

Ray  Wirta 
Koll  Management  Svcs 

47 

11 

1 

Cal  State  Long  Beach 
Golden  Gate  U 

BA 
MBA 

— 

— 

— 

3 

— 

— 

'                   Thomas  M  Fulton 
Landauer 

57 

14 

4 

Dartmouth 

BA 

228.8 

— 

— 

228.8 

1.54 

2.057 

C  Eugene  Ennis 
Landmark  Graphics 

47 

7 

7 

Houston 

BSEE 

166.4 

— 

— 

166.4 

1.56 

3.732 

I                   C  Fredrick  Sehnert 
Laser  Precision 

60 

6 

-t 

North  Texas  State 

BA 

— 

— 

— 

i 

0.01 

3 

Stock  prices  as  of  Oct.  11.  'Includes  all  share  classes.  tLess  than  one  year.  'Stock  gains  from  exercising  options  of  Healthdyne,  which  owns  67%  of 
company.  'Became  chief  executive  8/1/9 1 .  Information  not  available.  ''Chief  executive  compensated  by  Koll  Co..  which  owns  66.7%  of  firm's  stock  *Became 
chief  executive  8/29/91.  Compensation  data  not  available. 
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Communications:  One  of  the  great  strengths 

of  the  Great  Lakes  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 
Fortune  500  U.  S.  companies,  is  the  commodities  trading  center 
of  the  world,  and  has  more  newspapers  and  computer  sites  than 
any  other  region  in  the  country.  How  do  more  than  12  million 
businesses  and  homes  in  this  information-intense  region  keep 
communications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
among  the  most  demanding  in  the  country.  That's  why  we  always 
stay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ways  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
phone  system  in  the  U.S.  into  operation,  we  have  the  largest 
voice  messaging  network  in  the  country,  and  we  currently  have 
two  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
the  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
to  successful  innovation  that  has  helped  our  company  reach  $10 
billion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
other  regional  Bell  companies  in  recording  the  highest  return  to 
equity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
continue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech: 

Illinois  Bell 

Indiana  Bell 

Michigan  Bell 

Ohio  Bell 

Wisconsin  Bell 

Ameritech  Audiotex  Services 

Ameritech  Credit 

Ameritech  Development 

Ameritech  Information  Systems 

Ameritech  International 

Ameritech  Mobile  Communications 

Ameritech  Publishing 

Ameritech  Services 

The  Tigon  Corporation 

JsMERiTECn 


c  1991  Ameritech 


AIG  IS  34,000  PEOPLE  WORLDWIDE  WITH  INSURANCE 

KNOWLEDGE  SECOND  TO  NONE.      In  130  countries  and  jurisdictions  from  | 

Paris  to  Penang.  Because  we  began  overseas,  in  Shanghai  in  1919.  AIG  has  an  international  tradition 
other  insurers  have  only  recently  attempted  to  create.  We  learned  long  ago  that  service  means  having 


local  people  steeped  in  their  countries'  business  practices  and  needs.  And  developing  a  culture  of 
innovation  and  responsiveness.  All  of  which  has  made  the  AIG  Companies  the  preferred  insurance 
partners  for  businesses  seeking  global  growth  opportunities.  Wherever  those  businesses  are  based. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 
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Chief  executive 
Company 

Age 

Year; 

with 

CO 

as 
CEO 

Undergraduate 
graduate 
college 

College 
degrees 

salary 
+ bonus 

— Compensation  (000) 

other         stock         total 
gains 

—Stock  owned— 
%        mktval* 
(000) 

Daniel.  J  Terra 
Lawter  Intl 

Donald  Jonas 
Lechters 

Michael  Leiner 
P  Leiner  Nutritional  Prods 

80 
62 
45 

51 
16 

51 

Penn  State 

BSCE 

— 

— 

— 

1 

18.46%  $89,171 

16 
13 

7 
10 

7 

$60.0 
400.6 

$34.0 

— 

$94.0 

35.21 

112,755 

14 

Imperial  C  London 
Harvard 

BSC 
MBA 

— 

— 

400.6 

1.97 

1,387 

Gary  D  Parker 
Lindsay  Manufacturing 

Robert  H  Swanson  Jr 
Linear  Technology 

46 
53 

20 
10 

Nebraska  Wesleyan 

BS 

198.6 

24.6 

$367.1 

590.3 

0.68 

780 

Northeastern 

BS 

371.2 

— 

— 

371.2 
112.0 

2.41 

11,026 

Hsing  (Morries)  Y  Liu 
Liuski  Intl 

43 

7 

Chinese  Cultural  U 

BA 

112.0 

— 

— 

58.25 

12,117 

John  E  Pippin 
LXE 

64 

23 

23 
4 

Georgia  Tech 
Harvard 

Stevens  Inst  Tech 

BEE 
PhD 

BS 
BSEE 

261.6 

3.5 

— 

265.  I2 
201.9 

2.393 

2,206 

Andrew  WHoch 
Magma  Power 

68 

11 

201.9" 

256.6 

193.6 

12.8 

0.38 

2,306 
19,273 

Anthony  W  DeSio 
Mail  Boxes  Etc 

DoyI  D  West 
Matrix  Services 

John  F  Gifford 
Maxim  Integrated  Prods 

William  0  Bailey 
MBIA 

61 

10 

7 

Connecticut 

317.5 
922.5 

586.9 

13.42 

49 

7 

7 
8 
4 

193.6 

2.30 

5,529 
5,031 

50 
65 

8 

4 

12 
21 

UCLA 

Dartmouth 
Pennsylvania 

BSEE 

400.0 

1,322.5 
872.7 

2.22 

BA 
MBA 

775.0 

97.7 

0.05 

798 

Robert  P  McGrath 
McGrath  RentCorp 

David  A  Swann 
MedChem  Prods 

58 
55 

12 
19 

Notre  Dame 

BS 

323.7 

116.1 

— 

439.8 

28.216 

33.426 
7,233 

Reading  U 
Leeds 

BS 
PhD 

277.3 

— 

— 

277.3 

6.26 

David  A  Abrahamson 
Medicine  Shoppe  Intl 

Ernest  G  Ludy 
Medstat  Systems 

James  F  Marino 
Merchants  Group 

John  E  Reed 
Mestek 

52 
45 
48 
75 

6 

2 

Illinois 
Harvard 

U  of  Detroit 
U  of  Detroit 

BS 
MBA 

BA 
MA 

215.9 

4.7 

— 

220.6s 

0.10 

185 

10 

10 
10 

276.2 

17.0 

— 

293.2 

30.90 

27.597 

19 
47 

La  Salle 

BA 

233.0 

66.4 
12.0 

299.4 

0.50 

129 

47 

Yale 
Northeastern 

BA 
LLB 

828.9 

— 

840.9 

36.02 

30.324 

William  J  McGinley 
Methode  Electronics 

68 

45 

45 

Amherst 

BA 

520.3 

228.7 

— 

749.0 

8.91 

10.881 

Salvatore  M  Caravetta 
Micro  Healthsystems 

65 

20 

20 

Penn  State 

BA 

245.9 

— 

— 

245.9 

27.07 

16.661 

Reay  Sterling  Jr 
Micros  Systems 

Christopher  L  White 
Mid-American  Waste  Sys 

59 

5 

4 

Cornell 

BME 

152.7 

— 

— 

152.7 

0.09 

44 

38 

6 

1 

Ohio  State 

BS 

244.3 

— 

— 

244.3 

3.77 

15.681 

William  N  Mayer 
Modern  Controls 

61 

20 

4 

Wisconsin 

BS 

253.1 

1.1 

76.1 

330.3 

3.70 

Stock  prices  as  of  Oct.  1 1 .  'Includes  all  share  classes.  'Chief  executive  authorized  to  receive,  but  waived,  cash  compensation  of  $450,000.  •Compensated 
through  Electromagnetic  Sciences.  3Shares  owned  indirectly  through  Electromagnetic  Sciences,  which  owns  78.3%  of  company.  «Actmg  chief  executive. 
Salary  as  chief  operating  officer  and  chairman  of  the  board.  5Became  chief  executive  May  1 990.  Salary  is  for  office  of  senior  vice  president.  •Shares  held  |Ointty 
with  wife,  Joan  McGrath.  who  is  also  an  officer  of  the  company. 
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'fouare 
now  entering 

British 
Aerospace 

Britain's  leading  exporter  of  manufactured  goods. 


British  Aerospace  expertise  can  be  found  across  five 
continents  and  six  oceans. 

lb  serve  the  world  it  takes  more  than  professional 
engineering  and  marketing  skills.  It  requires  formidable 
resources. 

British  Aerospace  continues  to  reinforce  its  position 
in  four  key  sectors,  defence,  commercial  aircraft,  auto- 
motive and  construction  and  property  development. 

Each  one  provides  a  perfectly  balanced  portfolio 
of  engineering  disciplines  for  solo,  or  collaborative 
ventures. 


Recent  achievements  include  the  world's  quietest 
airliner,  Britain's  largest  ever  export  order,  Asia's 
longest  bridge,  the  world's  most  powerful  civil 
communications  satellite  and  the  manufacture  of 
prizewinning  cars. 

Whatever  the  activity,  British  Aerospace  is  recog- 
nised for  its  technical  excellence  and  commitment  to 


customer  service. 


A 


British  Aerospace  Pic,  1 1  Strand,  London  WC2N  sjt 


COMMERCIAL  AIRCRAFT      DEFENCE  SYSTEMS      MOTOR  VEHICLES      SPACE  AND  COMMUNICATIONS      PROPERTY  DEVELOPMENT  AND  CONSTRUCTION. 


ZOOBtbi  b'MAU  UCfMKAKftb'  limit  tXtUU  I  lUtb 


Chief  executive 
Company 


Age  Years 


with 

CO 


as 
CEO 


Undergraduate 
graduate 
college 


College      

degrees      salary 
+ bonus 


-Compensation  (OOO) 

other        stock         total 
gains 


—Stock  owned— 
%        mktval* 
(000) 


George  A  Ciotti 
Moorco  IntI 

M  Akram  Chowdry 
Mylex 

Ronald  L  Bornhuetter 
NACRe 

Alan  D  Kennedy 
Nature's  Sunshine  Prods 

60 

27 

2 

Gannon 
Gannon 

BSEE 
MBA 

$390.0 

$4.3 

— 

$394.3 

2.49% 

$5,359 

56 
59 

5 
6 

5 
6 

U  of  Panjab 

U  of  Calif  Berkeley 

Wooster 
Columbia 

MA 

PhD 

550.0 

— 

— 

550.0 

3.11 

1.796 

BA 
MBA 

925.5 

40.8 

— 

966.3 

0.63 

2,171 

60 

2 

2 

Colgate 

BA 

184.6 

— 

— 

184.6 

0.12 

102 

C  Raymond  Larkin  Jr 
Nellcor 

43 

8 

2 

La  Salle 

BS 

340.0 

— 

— 

340.0 

0.61 

2,040 

Lloyd  E  Cotsen 
Neutrogena 

62 

34 

24 

Princeton 
Harvard 

BA 
MBA 

650.0 

17.2 

— 

667.2 

38.74 

242.383 

Albert  L  Nichols 
Nichols  Institute 

Chris  H  Horgen 
Nichols  Research 

Ahmed  D  Kafadar 
OEA 

James  B  Clement 
Offshore  Logistics 

57 

21 

21 

Loyola 
Marquette 

BS 
MD 

457.0 

— 

$1,042.7 

1,499.7 

19.42 

33.523 

44 
76 
46 

15 

15 

Iowa  State                BS 
USC                        MS 

Colo  School  of  Mines  EM 
Colo  School  of  Mines  MEM 

205.7 

23.7 

— 

229.4 

11.02 

5.666 
47,020 

34 

34 

353.1 

15.0 
9.3 

— 

368.1 

13.47 

14 

3 

Baylor 

BA 

248.3 

168.8 

426.4 
174.1 

— 

William  WBotts 
01 

49 

7 

6 

Mississippi  State 
Mississippi  State 

BSIE 
MBA 

169.4 

4.7 

— 

3.42 
20.11 

1.153 
22.784 

57.333 

D  Dean  Spatz 
Osmonics 

B  Thomas  Golisano 
Paychex 

Louis  ADelmonico 
PDA  Engineering 

47 
49 

22 

20 

22 
20 

Dartmouth 
Dartmouth 

St  John's 
Uppsala 

BA 
ME 

294.2 

20.0 

— 

314.2 

306.4 

— 

— 

306.4 

15.67 

50 

4 

2 

BA 
PhD 

351.2 

14.0 

— 

365.2 

— 

_ 

Henry  David  Epstein 
Penril  Datacomm  Networks 

64 

4 

4 

Brown 
Harvard 

BS 
MEE 

375.2 

— 

— 

375.2 

4.87 

1.935 

Norman  Melnick 
Pentech  IntI 

60 

7 

7 

Polytechnic  Inst 

BS 

268.5 

18.0 

— 

286.5 

13.19 

13.367 

Cecil  S  Harrell 
Pharmacy  Management  Svcs 

57 

19 

19 

Auburn 

BS 

241.2 

— 

— 

241.21 

46.55 

33.461 

James  A  Miller 
Plains  Petroleum 

57 

3 

3 

Baylor 

BS 

177.4 

0.5 

— 

177.9 

0.06 

207 

Michael  W  Dunaway 
Psicor 

51 

23 

23 

200.0 

10.8 

— 

210.8 

53.61 

31.312 

Walter  WStraub 
Rainbow  Technologies 

43 

9 

8 

Drexel 
Drexel 

BS 
MBA 

183.7 

1.0 

— 

184.7 

8.66 

6.426 

David  A  Christensen 
Raven  Industries 

56 

29 

20 

South  Dakota  State 

BS 

299.5 

23.1 

81.9 

404.5 

3.52 

1.927 

Thomas  A  James 
Raymond  James  Financial 

49 

27 

22 

Harvard 
Harvard 

BA 

MBA 

579.9 

48.8 

— 

628.7 

30.38 

68.723 

James  M  Usdan 
RehabCare 

42 

2 

2 

Harvard 

AB 

103.4 

— 

— 

103.4 

0.03» 

18 

Stock  prices  as  of  Oct.  1 1 .     'Includes  al 
47.9%  of  company. 


I  share  classes.     'For  fiscal  year  ended  July  1990.    ^Shares  owned  indirectly  through  Comprehensive  Care,  which  owns 
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Chief  executive 
Company 


-Compensation  (OOO)- 


Age  Years Undergraduate         College      

with  as  graduate  degrees      salary        other        stock 

co  CEO  college  +  bonus  gains 


total 


—Stock  owned — 
%        mktval* 
(000) 


Gary  L.Crocker 
Research  Inds 

40 

8 

8 
20 

Harvard 
Harvard 

Illinois 

Pittsburgh 

BS 

MBA 

$218.8 

$3.2 

$381.4 

$603.4 
282.91 

4.51% 

$6,396 

Gerald  E  McGinnis 
Respironics 

Michael  0  Preletz 
Rexon 

57 
52 

20 
6 

BS 
MS 

236.7 

46.2 

— 

10.81 

10,514 

5 

406.9 

— 

25.0 

431.9 

7.83 

5,181 

Lawrence  A  Lemkuhl 
St  Jude  Medical 

Mario  Sbarro 
Sbarro 

54 

6 

6 

U  of  Iowa 

BBA 

453.2 

80.4 

— 

533.6 

0.21 

4,821 

49 

14 

7 
3 

425.3 
267.1 

— 

— 

425.3 

10.41 

52,933 

Patrick  Peugeot 
SCOR  US 

54 

8 

76.8 

343.9 

0.09 

241 

Marvin  W  Ozley 
Sealright 

57 

25 

3 
23 

5 
25 

9 

SW  Missouri  State 

BS 

310.0 

5.2 

— 

315.2 

1.68 

4,447 

Alfred  P  West  Jr 
SEI 

Herbert  M  Pearlman 
Seitel 

Ronald  G  Assaf 
Sensormatic  Electronics 

48 
58 
56 

23 

9 

25 

Georgia  Tech 

U  of  Penn,  Wharton 

BS 

MBA 

254.4 

7.8 

— 

262.2 

28.71 

81.753 

Adelphi 

BBA 

577.0 

— 

— 

577.0 

2.35 

1,519 

580.2 

130.5 

— 

710.7 

0.96 

6,433 

Richard  W  Krajicek 
Serv-Tech 

William  TO'Donnell  Jr 
Sierra  Tucson  Cos 

62 
42 

9 

141.5 

1.3 

— 

142.8 

17.98 

15.003 

7 

7 

Brown 
Northwestern 

BA 

MM 

518.0 

— 

— 

518.0 

45.36 

101,913 

Winston  H  Chen 
Solectron 

50 

13 

7 

Chen  Kung 
Harvard 

BS 
PhD,  MS 

317.3 

— 

— 

317.3 

12.72 

21,268 

Louis  P  Neeb 
Spaghetti  Warehouse 

52 

3 

-t 

Notre  Dame 
George  Washington 

BBA 
MBA 

— 

— 

— 

_2 

0.20 

271 

3.667 

Donald  C  Spann 
Span  America  Medical  Sys 

56 

20 

20 

S  Carolina 

BA 

163.4 

— 

— 

163.4 

20.80 

George  W  Sztykiel 
Spartan  Motors 

Milan  Panic 
SPI  Pharmaceuticals 

Robert  L  Bailey 
State  Auto  Financial 

62 

14 

14 

London  University 

BS 

149.3 

5.6 

— 

154.9 

15.01 

23,688 

61 
57 

10 

10 

U  of  Belgrade 

BA 

574.0 

— 

— 

574.03 

0.43* 
0.12 

1.546 
105 

20 

3 

Pittsburgh  State 

AB 

217.5 

18.3 

— 

235.8 

David  S  Samuels 
State  Of  The  Art 

36 

6 

6 

Ohio  State 

BS 

345.0 

— 

— 

345.0 

6.38 

5.399 

Ronald  J  Friedsam 
Structural  Dynamics  Res 

48 

5 

5 

NYU 

BS 

805.6 

4.0 

1.239.0 

2,048.6 

0.05 

276 

John  W  Brown 
Stryker 

57 

15 

15 

Auburn 

BS 

440.0 

22.0 

— 

462.0 

4.78 

:7i 

Robert  J  Sullivan 
Sullivan  Dental  Prods 

61 

11 

11 

279.0 

1.5 

— 

280.5 

24.92 

524 
197 

MacyT  Block 
Sun  Television  &  Appl 

65 

42 

1 

150.0 

— 

— 

150.0 

30.69 

StockpncesasofOct.il.     *lncludesallshareclasses.     tLess  than  one  year.     'For  fiscal  year  ended  6/30/90.    'Becamechief  executive  7/1/91.  Compensation 
data  not  available.    Compensated  by  ICN  Pharmaceuticals.    'Includes  proportional  interest  through  ICN  Pharmaceuticals,  which  owns  88%  of  firm's  St 
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Chief  executive 
Company 


Age  Years 

with  as 

co  CEO 


Undergraduate         College 
graduate 
college 


Compensation  (000) —Stock  owned— 

degrees      salary        other        stock         total  %        mktval* 

+  bonus  gains  (000) 


Joel  C  Gordon 
Surgical  Care  Affiliates 

Lawrence  J  Fox 
Symix  Systems 

Thomas  E  Haire 
T2  Medical 

62 
35 
47 

9 

12 

8 

7 

6 

12 

8 

6 

Kentucky 

Ohio  State 
Dayton 

Central  Michigan 

BS 

BS 
MBA 

BS 

$457.4 
245.1 
390.4 
158.4 
298.0 
276.2 

$1.2 

18.1 

30.6 

3.1 

$1,081.1 

$1,538.5 
246.3 
408.5 
189.0 
301.1 
276.2 

6.32%  $77,177 
51.12       19,125 
1.92       17,731 
2.30         1,837 
0.08             49 
1.63         3,017 

Thomas  E  Oland 
Techne 

50 

Peter  N  Vicars 
Tekelec 

Michael  LJeane 
Tetra  Technologies 

44 
45 

4 

3 

BS 

MS 

11 

7 

Stephen  F  Austin  St 
NYU 

Arvin  H  Smith 
Thermo  Instrument  Sys 

62 

21 

5 

Texas  Christian 

BS 

211.5 

— 

61.3 

272.81 

0.222 

1,457 
109,451 

Melvin  J  Gordon 
Toots ie  Roll  Industries 

71 

39 

29 

Harvard 
Harvard 

AB 

MBA 

661.0 

77.9 

— 

738.9 

19.043 

Richard  W  Ussery 
Total  System  Services 

44 

26 

9 
18 
13 

Auburn 

BA 

244.4 

— 

— 

244.4 

0.14 

616 

Robert  S  Reitman 
Tranzonic  Cos 

57 

23 

13 
6 

West  Virginia 
Case  Western  Res 

BS 
JD 

496.0 

32.7 

52.7 

581.4 

15.18 

8,731 

James  F  Billet  Jr 
Trenwick  Group 

47 

Lafayette 

AB 

582.8 

122.5 

— 

705.3 

1.62 

2,683 
2,975 

Stephen  F  Bullock 
TriCare 

38 

6 

Arizona 

BS 

241.4 

— 

— 

241.4 

3.58 

Jack  Tseng 
Tseng  Labs 

William  Dean  Wallace 
Utah  Medical  Products 

40 
44 

8 
8 

8 
5 

Spring  Garden  C 

Brigham  Young 
Utah 

BSEE 

157.2 

— 

— 

157.2 

33.59 

52,262 

BS 
MD,  PhD 

123.0 

— 

— 

123.0 

4.76 
1.59 
2.80 

6,046 

676 

6,717 

John  R  Potter 
Utilx 

Steven  J  Appel 
Value  Merchants 

W  Bruce  Lunsford 
Vencor 

HatimATyabji 
VeriFone 

46 
49 
44 
46 

8 
2 
6 
5 

2 
2 
6 
5 

Harvard 
MIT 

Wisconsin 

Kentucky 
Northern  Kentucky 

BA 
MS 

BBA 

BA 
JD 

330.5 
342.5 
224.5 
420.0 

4.7 

— 

335.2 
342.5 

4.3 
80.3 

— 

228.8 

10.15 

40,148 

Cof  Engineer  India 
SUNY  Buffalo 

BS 
MS 

249.6 

749.9 

0.90 

3,838 

J  Rex  Vardeman 
Vertex  Communications 

52 

7 

7 

Texas  Tech 
Southern  Methodist 

BS 
MS 

171.0 

— 

— 

171.0 

9.66 
52.87 

2,381 

Patrizio  Vinciarelli 
Vicor 

45 

10 

10 

U  of  Rome 

PhD 

109.7 

8.7 

— 

118.4 

294,994 

Terence  D  Wall 
Vital  Signs 

50 

20 

20 

Maryland 
Pace 

BS 

MBA 

243.3 

0.9 

— 

244.2 

40.72 

81,320 
151,352 

Clarence  L  Werner 
Werner  Enterprises 

54 

35 

35 

553.9 

— 

— 

553.9 

49.74 

Ted  Thompson 
X-Rite 

62 

23 

15 

Aquinas  College 

BS 

240.1 

10.0 

— 

250.1 

7.91 

7,626 

Stock  prices  as  of  Oct.  11.     'Includes  all  share  classes.     1Chief  executive  is  paid  by  Thermo  Electron,    includes  shares  owned  indirectly  through  Thermo 
Electron,  which  owns  83%  of  company.    3Shares  held  jointly  with  wife,  Ellen  Gordon,  who  is  also  an  officer  of  the  company. 
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He  wrote  56  books,  w 
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The  ability  to  do  more 
than  one  thing  well  is 
often  the  difference  between 
competence  and  excellence. 
In  the  case  of  Winston 
Churchill,  it  was  the 
difference  between 
excellence  and 
brilliance. 

As  a  war 
correspondent, 
he  won  renown 
for  his  courage 


try.  Not  b 


escaping  from  a  Boer  prison  camp 
South  Africa  and  crossing  300  mile 
of  enemy  territory.  As  an  outspoke 
Cabinet  Minister,  he  championed 
the  development  of  the  military  tank 
As  a  historian,  he  wont 
the  first  Nobel  prize  for 
Literature  ever  awarded  for 
the  quality  of  the  spokent 

word  as  well  as  the 
written  word. 

As  a  politician,  he 

personified  the  will  of  a^ 

nation,  leading  Britain 

to  her  finest  hour. 


Telecommunications  Information  Services  Mobile  Communication! 


the  Nobel  Prize,  and 
for  an  amateur  painter. 


And  at  his  truest  love— painting— 
His  talent  surprised  the  critics  and  his 
andscapes  were  hung  in 
orhe  prestigious  Royal 
Academy  of  Arts. 

Yet  it  wasn't  any  one 
)f  those  abilities,  but 
e&ll  of  them  together,  that 
a  tnade  Churchill  the  stuff 
]\)f  which  legends  are  born. 

If  you  understand 
how  that  combination  of 
truly  remarkable  talents 
can  lead  to  excellence,  you'll  understand 
the  vision  of  BellSouth. 

Individually,  the  companies 
of  BellSouth  are  among  the  best  in  their 
field.  And  when  brought  together  to  help 
you,  they  can  provide  technologically 
^advanced  solutions  to  a  variety  of 


Advertising  Services 


HERE'S  HOW  THE  COMPANIES  OF 

BELLSOUTH  INTEGRATED  MANY  TALENTS  TO 

HELPMULTI-LOCATION  BANKS. 

Developed  a  cash  management  service  utilizing 
public  videotext  network  capability. 

Assisted  in  acquisition,  implementation  and 
maintenance  of  advanced  technology  for  retail 
delivery  system  in  branch  locations. 

Integrated  automatic  number  identification 
technology  allowing  a  customer  to  access  his  data- 
base records  through  bank-based  systems  integration 
sofiwarejocused  on  inbound  telemarketing, 
customer  service  and  technical  support 

Offered  1.544  megabit  data  transport  between 
large  banking  centersand  headquarters' mainframe 
for  cost  effective,  reliable  data  communications. 


telecommunications  and 
information  problems. 
Senior  industry 
executives  have 
named  BellSouth  as  the  most  admired 
telecommunications  company 

in  America  for  the  past 
three  years  in  an  annual 
Fortune  magazine  survey. 

Which  means 
if  you're  looking  at  your 
business  and  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 
After  all,  when  H 

you  can  surround 
a  problem  with 
remarkable 
talent,  successful 
solutions  can't  be 
far  away. 


BELLSOUTH 


Everything  you  expect from  a  leader™ 


Ranking  the 

200  Best 

Small  Companies 


5-year 

average 

ROE 


-Where  they  rank- 


Sales 


Profits 


Market 
value 


Company 


Exch       Ticker 
symbol 


5-year 

average 

ROE 


Sales 
($mil) 


Profits 
(Smil) 


Market 
value* 
(Smil) 


139 

78 

64 

66 

A&W  Brands 

0 

SODA 

14.0% 

$118 

$13.0 

$254 

46 

7 

5 

11 

Acuson 

n 

ACN 

24.6 

310 

53.2 

1,183 

6 

32 

6 

14 

Adobe  Systems 

0 

ADBE 

44.0 

220 

50.5 

1,043 

8 

33 

63 

106 

Advanced  Logic  Research 

0 

AALR 

43.2 

213 

13.1 

135 

79 

97 

130 

174 

AirTran 

0 

ATCC 

19.8 

93 

4.8 

46 

164 

12 

52 

57 

AL  Laboratories 

n 

BMD 

12.2 

283 

15.0 

305 

50 

60 

20 

28 

Aldus 

0 

ALDC 

23.9 

161 

28.0 

541 

124 

31 

22 

77 

Alfa  Corp 

0 

ALFA 

15.6 

224 

26.4 

219 

187 

5 

51 

144 

Allied  Group 

0 

ALGR 

10.0 

331 

15.3 

80 

110 

91 

199 

200 

Allou  Health  &  Beauty  Care 

a 

ALU 

16.3 

96 

1.1 

17 

51 

199 

184 

190 

Allstate  Financial 

0 

ASFN 

23.8 

10 

2.1 

26 

111 

99 

53 

35 

Altera 

0 

ALTR 

16.3 

91 

14.9 

454 

98 

36 

31 

87 

American  Fructose 

a 

AFCA 

18.0 

206 

22.6 

185 

38 

200 

163 

169 

American  List 

a 

AMZ 

26.2 

9 

3.2 

53 

120 

14 

60 

78 

American  Management  Sys 

0 

AMSY 

15.8 

279 

13.3 

216 

14 

117 

68 

54 

American  Power  Conversion 

0 

APCC 

38.2 

72 

11.5 

326 

143 

140 

155 

173 

American  Precision  Inds 

n 

APR 

13.7 

51 

3.9 

51 

65 

57 

30 

41 

Arnold  Industries 

0 

AIND 

21.7 

163 

22.6 

418 

147 

136 

168 

146 

Artistic  Greetings 

0 

ARTG 

13.3 

54 

2.8 

78 

160 

172 

174 

170 

Astro-Med 

0 

ALOT 

12.5 

30 

2.6 

52 

42 

17 

4 

12 

Autodesk 

0 

ACAD 

25.5 

267 

60.8 

1.161 

183 

64 

159 

164 

Michael  Baker 

a 

BKR 

10.3 

148 

3.4 

57 

27 

162 

90 

33 

Ballard  Medical  Prods 

0 

BMED 

28.6 

36 

8.2 

4€8 

131 

111 

165 

137 

Ben  &  Jerry's  Homemade 

0 

BJICA 

14.9 

83 

2.9 

84 

44 

184 

118 

116 

BGS  Systems 

0 

BGSS 

25.4 

23 

5.5 

110 

68 

26 

9 

2 

Biomet 

0 

BMET 

21.4 

227 

42.4 

2.121 

11 

68 

17 

6 

BMC  Software 

0 

BMCS 

39.1 

143 

29.4 

1.339 

60 

171 

136 

142 

Boston  Acoustics 

0 

BOSA 

22.3 

30 

4.3 

82 

61 

98 

137 

104 

Bndgford  Foods 

0 

BRID 

22.2 

92 

4.3 

138 

83 

54 

82 

56 

Buffets 

0 

BOCB 

19.2 

171 

9.0 

5 

24 

7 

8 

Cabletron  Systems 

n 

CS 

44.1 

233 

46.4 

l.> 

133 

156 

177 

131 

Cabot  Medical 

0 

CBOT 

14.7 

38 

2.4 

86 

a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  over-the-counter.     'Includes  all  share  classes. 
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5-year 

average 

ROE 

196 

1 

106 

30 

121 

103 

19 

74 

172 

155 

194 

161 
34 
49 

184 

199 
76 

144 
36 

168 

17 
72 
158 
75 
15 

114 
104 
127 
100 
169 


—Where  they  rank — 
Sales  Profits 


49 
161 
179 
166 

13 

139 

46 

178 

145 

3 

135 

73 

148 

189 

41 

108 

173 

9 

56 

19 

168 

93 

21 

109 

164 

104 

4 

10 

67 

107 


91 

121 

186 

81 

11 

114 

8 

92 

172 

12 

193 
158 
101 
197 
37 

188 

191 

29 

39 

13 

142 

132 

84 

41 

98 

57 
59 
34 
40 
120 


Market 
value 


86 

158 

186 

133 

3 

123 
13 
68 

194 
39 

193 
188 

61 
189 

27 


Company 


California  Microwave 
Cambex 
Cannon  Express 
Capitol  Transamerica 
Chambers  Development 

Chemical  Fabrics 
Cisco  Systems 
Cognex 
Cohu 
Colonial  Cos 

Comptek  Research 
Computer  Data  Systems 
Concord  Computing 
ConferTeclr  I  nternational 
Cordis 


185  Cosmetic  Center 

196  CPAC 

1 7  Cracker  Barrel  Old  Ctry  Str 

95  CSS  Industries 

19  Cypress  Semiconductor 

59  Danek  Group 

165  Dataflex 

37  Diagnostek 

29  Diagnostic  Prods 

85  Digi  Intl 

81  Dionex 

43  Dreyer's  Grand  Ice  Cream 

65  Duriron 

16  Duty  Free  Intl 

157  Ecology  and  Environment 


Exch 


Ticker 
symbol 


CMIC 
CBEX 
CANX 
CATA 
CDVA 

CMFB 

CSCO 

CGNX 

COH 

CLACB 

CTK 

CPTD 

CEFT 

CFER 

CORD 

COSC 

CPAK 

CBRL 

CSS 

CY 

DNKG 

DFLX 

DXK 

DP 

DGII 

DNEX 

DRYR 

DURI 

DFII 

EEI 


5-year 

average 

ROE 


9.0% 

lOO.Ot 

16.8 

28.1 

15.8 

17.0 
33.8 
20.6 
11.4 
12.7 

9.3 
12.4 
27.1 
24.3 
10.2 

8.7 
20.3 
13.7 
26.5 
11.9 

35.7 
21.0 
.12.6 
20.4 
37.9 

16.1 
16.9 
15.3 
17.7 
11.9 


Sales 

($mil) 


$177 

36 

27 

33 

281 

51 

183 

27 

48 

337 

55 

133 

45 

18 

199 

84 

29 

300 

165 

263 

32 
94 
250 
84 
36 

89 
333 
298 
145 

87 


Profits 
($mil) 


$8.0 
5.3 
2.0 
9.1 

39.0 

5.8 

43.2 

8.0 

2.7 

38.0 

1.6 

3.5 

7.0 

1.3 

19.3 

1.8 

1.7 

22.9 

18.5 

35.5 

4.2 
4.7 
8.8 
18.4 
7.3 

14.2 
13.9 
21.6 
18.5 
5.3 


Market 
value* 
($mil) 


$186 
62 
29 
85 

1,896 

96 

1,131 

250 

22 

423 

23 
27 

276 
26 

542 

32 

21 

772 

164 

706 

287 
56 
434 
518 
191 

209 
400 
257 
798 
64 


69 

82 

79 

64 

Electronic  Arts 

0 

ERTS 

21.4 

109 

9.6 

264 

132 

125 

119 

108 

Emcon 

0 

MCON 

14.8 

63 

5.4 

131 

175 

190 

198 

175 

Empi 

0 

EMPI 

11.2 

18 

1.2 

45 

149 

88 

138 

140 

EnClean 

0 

ENCL 

13.2 

100 

4.3 

83 

97 

53 

15 

84 

Energy  Ventures 

0 

ENGY 

18.1 

172 

31.6 

193 

48 

130 

103 

79 

Fastenal 

0 

FAST 

24.4 

59 

6.6 

216 

146 

34 

49 

31 

Fiserv 

0 

FISV 

13.4 

213 

15.5 

499 

151 

38 

10 

10 

Forest  Labs 

a 

FRX 

13.0 

201 

40.4 

1,196 

13 

8 

2 

5 

Franklin  Resources 

n 

BEN 

38.9 

307 

93.8 

1,447 

128 

80 

126 

143 

Frederick's  of  Hollywood 

n 

FHO 

15.3 

112 

5.0 

80 

57 

105 

67 

98 

Frontier  Insurance  Group 

n 

FTR 

22.9 

89 

12.3 

150 

156 

52 

148 

168 

Frozen  Food  Express  Inds 

a 

JIT 

12.7 

174 

4.0 

55 

a:  American  Stock  Exchange 

i.     n: 

New  York  Stock  Exchange.    0:  over-the-counter. 

includes  all  share  classes.     tFigure  greater  than  100%. 
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Whrrr  H 

ley  rank 

Profits 

Market 
value 

Company 

Exch 

Ticker 
symbol 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 
($mil) 

Market 
value* 
($mil) 

5-year 

average 

ROE 

TffllCIC  il 

Sales 

89 

141 

94 

114 

Gainsco 

a 

GNA 

18.8% 

$51 

$7.7 

$115 

138 

127 

156 

184 

Geodynamics 

0 

GDYN 

14.1 

62 

3.8 

33 

200 

124 

185 

179 

Geonex 

0 

GEOX 

8.0 

63 

2.0 

41 

125 

112 

145 

120 

Geraghty  &  Miller 

0 

GMGW 

15.5 

80 

4.1 

97 

134 

126 

160 

156 

CR  Gibson 

a 

GIB 

14.5 

63 

3.3 

64 

66 

75 

56 

69 

Goal  Systems 

0 

GOAL 

21.6 

125 

14.4 

241 

188 

128 

187 

187 

Grist  Mill 

0 

GRST 

9.9 

61 

1.9 

28 

37 

176 

154 

124 

Group  1  Software 

0 

GSOF 

26.3 

28 

3.9 

94 

140 

72 

106 

89 

Gundle  Environmental  Sys 

a 

GUN 

14.0 

134 

6.5 

184 

142 

113 

107 

92 

Hach 

0 

HACH 

13.9 

76 

6.5 

169 

58 

58 

55 

46 

Haemonetics 

n 

HAE 

22.7 

163 

14.6 

364 

20 

150 

104 

73 

Handex  Environ  Recovery 

0 

HAND 

33.4 

44 

6.6 

227 

148 

132 

87 

18 

HealthCare  Compare 

0 

HCCC 

13.3 

56 

8.6 

732 

43 

119 

89 

90 

Heartland  Express 

0 

HTLD 

25.5 

69 

8.2 

179 

47 

101 

76 

67 

Home  Nutritional  Svcs 

0 

HNSI 

24.5 

90 

10.0 

254 

136 

76 

164 

154 

Hooper  Holmes 

a 

HH 

14.3 

123 

3.2 

65 

130 

157 

151 

160 

ILC  Technology 

0 

ILCT 

15.0 

38 

4.0 

59 

109 

144 

123 

122 

Insituform  Mid-America 

0 

INSMA 

16.6 

48 

5.1 

96 

22 

11 

21 

40 

Intl  Dairy  Queen 

0 

INDQA 

33.1 

285 

27.6 

422 

78 

25 

127 

136 

Intl  Recovery 

n 

INT 

20.0 

229 

5.0 

84 

99 

65 

109 

117 

Intertrans 

0 

ITRN 

17.9 

147 

6.4 

108 

145 

159 

144 

148 

Isco 

0 

ISKO 

13.6 

37 

4.1 

72 

157 

85 

125 

105 

J&J  Snack  Foods 

0 

JJSF 

12.7 

107 

5.1 

138 

18 

198 

200 

198 

Jean  Philippe  Fragrances 

0 

JEAN 

35.6 

10 

1.0 

19 

189 

44 

128 

128 

Kasler 

0 

KASL 

9.8 

187 

5.0 

90 

35 

59 

23 

48 

Kaydon 

0 

KDON 

26.8 

163 

26.0 

356 

70 

95 

112 

126 

Keane 

a 

KEA 

21.4 

94 

5.9 

90 

170 

114 

150 

127 

Kent  Electronics 

n 

KNT 

11.9 

75 

4.0 

90 

71 

185 

139 

197 

Kentucky  Medical  Ins 

0 

KYMDA 

21.3 

20 

4.3 

20 

180 

45 

54 

51 

Kirby 

a 

KEX 

10.6 

186 

14.8 

345 
42 

2 

183 

180 

178 

Koll  Management  Svcs 

0 

KOLL 

87.4 

24 

2.4 

9 

180 

99 

107 

Landauer 

a 

LDR 

40.5 

27 

7.3 

133 

193 

102 

78 

72 

Landmark  Graphics 

0 

LMRK 

9.4 

90 

9.8 

239 

166 

182 

175 

181 

Laser  Precision  Corp 

0 

LASR 

12.1 

25 

2.5 

38 

54 

63 

25 

32 

Lawter  Intl 

n 

LAW 

23.4 

150 

24.9 

483 

86 

37 

71 

55 

Lechters 

0 

LECH 

19.0 

205 

10.4 

320 

150 

71 

115 

150 

P  Leiner  Nutritional  Prods 

a 

PLI 

13.1 

136 

5.7 

70 

12 

89 

83 

113 

Lindsay  Manufacturing 

0 

LINZ 

39.0 

99 

8.9 

115 

112 

94 

46 

34 

Linear  Technology 

0 

LLTC 

16.2 

94 

17.0 

457 

24 

74 

195 

195 

Liuski  Intl 

0 

LSKI 

32.4 

130 

1.5 

21 

84 

169 

181 

125 

LXE 

0 

LXEI 

19.2 

32 

2.3 

92 

178 

100 

14 

23 

Magma  Power 

0 

MGMA 

10.9 

91 

32.2 

610 

a:  American 

Stock  Exchai 

lge.     n:  New  York  Stock 

Exchange,    o:  over-the-counter. 

"Includes  all  share  classes. 
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For  pharmaceutical  manufacturers, 

quality  assurance  is  imperative  #1 . 

They've  got  lots  of  company. 

In  the  pharmaceutical  industry,  the  quality  of  products  directly 
affects  the  quality  of  life  for  millions  of  people. 

But  in  that  industry,  as  in  many  others,  product  quality  is  not 
only  a  consumer  concern,  it  also  affects  such  operational  issues 
as  employee  health,  environmental  impact  and  plant  safety. 

Facilities  play  a  critical  role  in  maintaining  the  pharmaceu- 
tical industry's  high  standards  for  both  products  and  production. 
And  The  Austin  Company  is  recognized  internationally  as  a 
leader  in  planning,  designing,  engineering  and  constructing 
those  facilities. 

If  your  company's  competitive  position  is  quality-driven, 
we  invite  your  inquiry  as  to  how  Austin's  facility  services  can 
enhance  your  advantage. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone:  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


World-Renowned  in  the 

Real  Estate  Appraisal 

Profession  for 

Over  50  Years. 

Appraisal  Institute 


With  the  highest  standards  in  the  field  of  real 
estate  appraising,  designated  members  of  the 
Appraisal  Institute  offer  the  most  sought-after 
appraisal  services  available  anywhere. 

Built  on  a  solid  foundation  of  knowledge  and 
ethics,  the  Appraisal  Institute  is  one  of  the 
world's  leading  professional  real  estate  appraisal 
organizations.  The  39,000  Appraisal  Institute 
members  in  six  countries  stretch  around  the  globe 
to  provide  investors  and  homeowners  with 
unparalleled  appraisal  services. 

To  ascertain  the  value  of  your  property  hire  a 
member  of  the  Appraisal  Institute  who 
can  take  a  long-range  perspective  and  assess 
opportunities  that  may  not  be  clear  to  less 
experienced  appraisers.  The  Appraisal  Institute 
has  members  in  your  area.  Call  toll-free 
1-800-331-7732  or,  in  Illinois,  call  1-312-335-4100 
to  obtain  a  free  copy  of  the  Appraisal  Institute's 
national  Directory  of  Members. 

The  Appraisal  Institute  is  the  result  of  the  unification  of 
the  appraisal  profession's  most  respected  organizations: 
the  American  Institute  of  Real  Estate  Appraisers  and  the 
Society  of  Real  Estate  Appraisers. 


sREa 


APPRAISAL 
INSTITUTE 


APPRAISAL 
INSTITUTE 

875  N.  Michigan  Avenue,  Suite  2460  •  Chicago,  Illinois  l  IS  \  6061 1  - '  ■ 
1-800-331-7732  •  In  Illinois  1-312-3354100 
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5-year 

average 

ROE 


—Where  they  rank — 
Sales  Profits 


Market 
value 


Company 


Exch 

Ticker 

5-year 

Sales 

Profits 

Market 

symbol 

average 
ROE 

($mil) 

($mil) 

value* 

($mil) 

90 

170 

146 

99 

Mail  Boxes  Etc 

0 

MAIL 

18.6% 

$32 

$4.1 

$144 

4 

90 

108 

71 

Matrix  Services 

0 

MTRX 

44.7 

98 

6.5 

240 

115 

115 

74 

74 

Maxim  Integrated  Prods 

0 

MXIM 

16.1 

74 

10.1 

227 

154 

22 

1 

4 

MBIA 

n 

MBI 

12.9 

240 

128.4 

1,528 

77 

133 

72 

111 

McGrath  RentCorp 

0 

MGRC 

20.3 

56 

10.2 

119 

73 

188 

122 

112 

MedChem  Prods 

a 

MCH 

20.9 

18 

5.2 

116 

92 

165 

75 

83 

Medicine  Shoppe  Intl 

0 

MSII 

18.4 

35 

10.0 

194 

87 

193 

190 

129 

Medstat  Systems 

0 

MDST 

19.0 

16 

1.8 

89 

152 

87 

111 

191 

Merchants  Group 

a 

MGP 

13.0 

101 

6.0 

26 

85 

35 

70 

135 

Mestek 

n 

MCC 

19.2 

211 

10.8 

84 

191 

62 

88 

110 

Methode  Electronics 

0 

METHB 

9.5 

151 

8.3 

122 

107 

197 

183 

159 

Micro  Healthsystems 

0 

MCHS 

16.8 

11 

2.2 

62 

195 

155 

161 

171 

Micros  Systems 

0 

MCRS 

9.2 

40 

3.3 

51 

198 

96 

66 

42 

Mid-American  Waste  Systems 

n 

MAW 

8.9 

94 

12.7 

416 

63 

195 

173 

151 

Modern  Controls 

0 

MOCO 

22.1 

13 

2.7 

67 

137 

50 

65 

80 

Moore  o  Intl 

0 

MOOR 

14.3 

176 

12.8 

215 

162 

134 

140 

162 

Mylex 

0 

MYLX 

12.4 

56 

4.3 

58 

177 

15 

18 

50 

NACRe 

0 

NREC 

11.1 

277 

29.2 

347 

56 

122 

141 

132 

Nature's  Sunshine  Prods 

0 

NATR 

23.2 

65 

4.2 

86 

16 

61 

44 

52 

Nellcor 

0 

NELL 

36.1 

159 

17.2 

333 

25 

27 

36 

22 

Neutrogena 

0 

NGNA 

30.5 

226 

19.7 

626 

181 

.     39 

97 

91 

Nichols  Institute 

a 

LABA 

10.4 

200 

7.5 

173 

122 

106 

134 

172 

Nichols  Research 

0 

NRES 

15.7 

88 

4.4 

51  . 

163 

110 

69 

49 

OEA 

n 

OEA 

12.4 

84 

11.1 

349 

101 

92 

45 

102 

Offshore  Logistics 

0 

OLOG 

17.7 

95 

17.0 

140 

55 

192 

194 

183 

01 

0 

OICO 

23.4 

17 

1.6 

34 

176 

147 

152 

115 

Osmonics 

0 

OSMO 

11.2 

46 

3.9 

113 

80 

69 

73 

45 

Paychex 

0 

PAYX 

19.8 

142 

10.2 

366 

192 

160 

166 

177 

PDA  Engineering 

0 

PDAS 

9.5 

36 

2.9 

42 

31 

138 

102 

180 

Penril  Datacomm  Networks 

0 

PNRL 

28.0 

53 

6.9 

40 

28 

167 

135 

118 

Pentech  Intl 

0 

PNTK 

28.2 

33 

4.3 

101 

21 

116 

178 

149 

Pharmacy  Management  Svcs 

0 

PMSV 

33.3 

73 

2.4 

72 

39 

131 

38 

53 

Plains  Petroleum 

n 

PLP 

26.0 

56 

18.6 

331 

173 

120 

171 

161 

Psicor 

0 

PCOR 

11.4 

66 

2.7 

58 

33 

194 

179 

147 

Rainbow  Technologies 

0 

RNBO 

27.6 

16 

2.4 

74 

113 

103 

131 

167 

Raven  Industries 

a 

RAV 

16.2 

90 

4.8 

55 

118 

16 

26 

75 

Raymond  James  Financial 

n 

RJF 

15.9 

275 

24.2 

226 

40 

152 

167 

166 

RehabCare 

0 

RHBC 

26.0 

42 

2.9 

55 

179 

196 

176 

101 

Research  Inds 

0 

REIC 

10.7 

12 

2.5 

142 

62 

163 

157 

119 

Respironics 

0 

RESP 

22.2 

36 

3.8 

97 

141 

47 

77 

152 

Rexon 

0 

REXN 

14.0 

181 

9.9 

66 

45 

43 

3 

1 

St  Jude  Medical 

0 

SUM 

25.0 

191 

73.3 

2,331 

a:  American  Stock  Exchange,     n:  1 

>Jew  York  Stock  Exchange,    o:  over-the-counter. 

'Includes  all  share  classes. 
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In 

Defense 
of  the 
Eagle 


Sponsored  by 

Phillips  Petroleum  Company 


ADVERTISEMENT 


A  23-day-old  bald  eagle. 


Despite  the  objections  of 
Benjamin  Franklin,  who 
claimed  the  bald  eagle 
had  a  "bad  moral  charac- 
ter, "  Congress  adopted 
this  fierce  bird  as  the  cen- 
tral motif  of  the  Great 
Seal  of  the  United  States 
in  1 782.  Wings  spread  for 
the  freedom  of  flight,  si- 
multaneously brandishing 
arrows  of  war  and  an 
olive  branch  of  peace  in 
its  talons,  the  bald  eagle 
was  meant  to  impress 
Europe  with  the  new  na- 
tion 's  strength  and  liberty. 
It's  hardly  likely  that  the 
turkey,  Franklin's  bird  of 
choice,  would  have  had 
the  desired  effect. 

Because  the  bald  eagle  is 
such  an  important  Ameri- 
can emblem,  it  is  tragic  that 
its  existence  became  en- 
dangered by  habitat  de- 
struction, pesticides,  and 
wanton  hunting.  Fortunate- 
ly, a  concerted  effort  to  re- 
verse the  trend  of  dimin- 
ished eagle  population  is  in 


its  seventh  year.  At  the 
George  Miksch  Sutton 
Avian  Research  Center 
(GMSARC)  in  Bartlesville, 
Oklahoma,  professional  or- 
nithologists are  utilizing 
unique  procedures  to  restore 
bald  eagles  to  five  South- 
eastern states.  Established 
in  1983,  the  forty-acre  center 
was  named  after  the  late  Dr. 
George  Miksch  Sutton,  a 
noted  ornithologist  and  au- 
thor. The  nonprofit  laboratory 
is  funded  by  individual  con- 
tributors and  corporate 
sponsors,  such  as  Phillips 
Petroleum  Company. 

During  the  December 
breeding  season  GMSARC 
staff  members,  in  coopera- 
tion with  the  Florida  Game 
and  Fresh  Water  Fish  Com- 
mission, climb  the  cypress 
and  pine  trees  of  remote 
Florida  nesting  sites  to  col- 
lect bald  eagle  eggs.  (Find- 
ing their  nests  empty,  donor 
eagles  instinctively  produce 
a  second  clutch  of  eggs, 
which  are  then  raised  natu- 
rally, and  effectively  maintain 
the  home  site  population.) 
The  borrowed  eggs  are 
transported  to  the  Oklahoma 
laboratory,  where  they  spend 
a  week  in  the  foster  care  of 


an  amiable  flock  of  "sitting" 
chickens.  This  natural  nest- 
ing period  is  critical  for 
hatchability,  and  the  eggs 
are  subsequently  placed  in 
permanent  incubators. 

Each  egg  is  weighed 
and  measured  daily  to 
gauge  embryo  develop- 
ment; by  early  February 
most  of  the  fuzzy  gray  ea- 
glets have  hatched.  To  pre- 
vent the  young  birds  from 
imprinting  on  their  human 
caretakers,  they  are  fed  by 
technicians  hidden  behind 
one-way  glass,  who  use 
rubber  puppets  shaped  like 
adult  bald  eagle  heads. 
Each  eaglet  consumes  up 
to  250  pounds  of  fresh  fish, 
venison,  chicken.  Japanese 
quail  and  rabbit,  plus  water 
and  vitamins. 

Eight  weeks  after  hatch- 
ing, the  juvenile  eagles  are 
ready  to  be  "recycled"  to  the 
wilderness.  At  several  pro- 
tected locations  in  Alabama. 
Mississippi,  Georgia.  North 
Carolina,  and  Oklahoma,  the 
birds  are  placed  in  caged, 
open  air  release  towers, 
where  they  begin  to  eat 
whole  prey  and  orient  to 
their  new  territories.  Each 
bird  is  banded  and  fitted  with 


PHOTO  STEPHEN  FETTK3 

a  tracking  transmitter  (it  falls 
off  six  months  after  release), 
and  for  two  or  three  weeks 
camouflaged  observers 
study  their  behavior  before 
the  tower  cages  are  opened. 
First  flight  occurs  quickly:  by 
July  the  eagles  are  com- 
pletely independent.  And 
after  four  years,  when  the 
birds  mature  and  begin  to 
breed,  they  generally  return 
to  these  foster  areas  to  pio- 
neer a  new  population. 

During  the  1989-90 
season  the  GMSARC  re- 
leased sixty-one  bald  ea- 
gles; the  center's  output  is 
expected  to  stabilize  at  sev- 
enty-five eggs  per  year.  At 
the  same  time,  the  center 
also  promotes  conservation 
of  and  research  on  other  en- 
dangered  and  neglected  spe- 
cies, such  as  the  longbilled 
curlew,  mountain  plover.  An- 
dean condor,  peregrine  fal- 
con, ferruginous  hawk,  and 
golden  eagle. 

I 
Tours  of  the  center  are  available 

by  reservation  to  individuals  and 

groups.  Contact  Patty  Alexander, 

George  Miksch  Sutton  Avian 

Research  Center.  P.O.  Box 

2007.  Bartlesville.  Oklahoma 

74006;  (918)  336-BIRD. 




The  eagle  has  landed 

In  Oklahoma  and  Mississippi.  Georgia  and 
Alabama.  Where  few  bald  eagle  nests  have 
produced  young  in  the  last  50  years.  Using 
precious  eggs  and  dedicated  effort,  the  Sutton 
Avian  Research  Center  is  successfully  raising 
eaglets  from  fuzzy  to  fierce.  And  releasing 

them  into  the  habitats  bald  eagles 

used  to  call  home. 

Phillips  Petroleum 

supports  this  unique 

prcgam  to  re-establish 

our  endangered 

w^:  national  symbol. 


er  all,  if  Man  can 
land  an  Eagle  on  the  moon,  he 
can  surely  Keep  them  landing  on  the  ear 

For  more  information,  contact  the  George  Miksch  Sutton  Avian  Research  Center,  Inc.,  RO.  Box  2007,  Bartlesville,  OK  74005,  (918)  336-7778. 
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5-year 

average 

ROE 

Where  they  rank 

Sales           Profits 

Market 
value 

Company 

82 

40 

32 

30 

Sbarro 

182 

30 

16 

62 

SCOR  US 

64 

23 

48 

63 

Sealright 

53 

48 

61 

60 

SEI 

91 

177 

113 

155 

Seitel 

ch 

Ticker 
symbol 

5-year 

average 

ROE 

Sales 
($mil) 

Profits 
($mil) 

Marke 
value 
($mil 

a 

SBA 

19.3% 

$199 

$22.3 

$508 

n 

SUR 

10.4 

226 

29.6 

273 

0 

SRCO 

22.0 

234 

15.8 

265 

0 

SEIC 

23.5 

178 

13.3 

285 

n 

SEI 

18.6 

28 

5.8 

65 

197  20  24  20  Sensormatic  Electronics 

32  121  149  138  Serv-Tech 

3  158  95  76  Sierra  Tucson  Cos 

88  18  80  93  Solectron 

135  151  143  103  Spaghetti  Warehouse 

167  175  196  199  Span  America  Medical  Sys 

29  123  153  96  Spartan  Motors 

123  28  33  47  SPI  Pharmaceuticals 

185  79  86  130  State  Auto  Financial 
7  191  162  134  State  Of  The  Art 

116  70  47  24  Structural  Dynamics  Res 

108  1  19  7  Stryker 

23  129  169  100  Sullivan  Dental  Prods 

153  29  133  141  Sun  Television  &  Appl 

119  66  50  9  Surgical  Care  Affiliates 

171  186  189  182  Symix  Systems 

81  81  28  15  T2  Medical 

93  187  192  145  Techne 

126  142  116  153  Tekelec 

67  118  96  88  Tetra  Technologies 

159  2  35  21  Thermo  Instrument  Sys 

96  42  27  25  Tootsie  Roll  Industries 

59  84  58  36  Total  System  Services 

165  83  129  163  TranzonicCos 

186  77  43  94  Trenwick  Group 


SRM 

STEC 

STSN 

SLTN 

SWH 

SPAN 

SPAR 

SPI 

STFC 

SOTA 

SDRC 
STRY 
SULL 
SNTV 
SCAF 

SYMX 
TSQM 
TECH 
TKLC 
TTRA 

THI 

TR 

TSS 

TNZ 

TREN 


9.0 
27.8 
70.1 
19.0 
14.5 

12.1 
28.2 
15.7 
10.2 
43.6 

16.1 
16.8 
32.6 
13.0 
15.9 

11.9 
19.6 
18.4 
15.5 
21.5 

12.6 
18.2 
22.6 
12.2 
10.2 


254 
65 
37 

265 
43 

29 

65 

226 

112 

17 

140 
342 
59 
226 
146 

20 
111 
19 
50 
71 

340 
198 
107 
108 
120 


26.0 
4.0 
7.7 
9.2 
4.2 

1.5 
3.9 
22.2 
8.6 
3.3 

16.4 

28.8 

2.8 

4.5 

15.5 

1.8 
23.7 
1.6 
5.6 
7.6 

21.4 
23.9 
14.1 
4.9 
17.9 


670 
83 
225 
167 
138 

18 

158 

358 

88 

85 

610 
1,283 

143 

82 

1,222 

37 

925 

80 

65 

185 

650 
575 
437 
58 
165 


94 

154 

170 

139 

TriCare 

0 

TRCR 

18.4 

40 

2.7 

83 

10 

137 

85 

97 

Tseng  Labs 

0 

TSNG 

39.6 

54 

8.8 

156 

26 

174 

124 

109 

Utah  Medical  Products 

0 

UTMD 

29.4 

29 

5.1 

127 

117 

143 

117 

176 

Utilx 

0 

UTLX 

16.1 

49 

5.5 

43 

105 

51 

110 

70 

Value  Merchants 

0 

VLMR 

16.9 

176 

6.1 

240 

102  86  105  44  Vencor  o  VCOR  17.3  104  6.6  3% 

190  55               62  38  VeriFone  o  VFIC  9.8  166  13.2  426 

174  153  182  192  Vertex  Communications  o  VTEX  11.4  42  2.3  25 

52  146               93  26  Vicor  o  VICR  23.7  46  7.8  558 

41  149  100  82  Vital  Signs  o  VITL  25.9  45  7.0  200 

129  6               42  58  Werner  Enterprises  o  WERN  15.2  316  18.1  3M 

95  181  147  121  X-Rite  o  XRIT  18.4  26  4.1  96 

a:  American  Stock  Exchange,     n:  New  York  Stock  Exchange,     o:  over-the-counter.  'Includes  all  share  classes. 
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"One  reason  for  our  long  history  of  success  is 


GlC 


we're  open  to  innovation.  Today  our  people 


manage  risk  by  hedging  with  CBOT  Treasury 


futures.  They  give  us  an  edge." 


Foster  L  Abom 

President,  Investment  and  Pension  Group 

John  Hancock  Financial  Services 
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John  Hancock,  one  of  the  country's  oldest  financial  institutions,  is  also  one  of  the  leading  underwriters  of 
Guaranteed  Investment  Contracts  for  pension  funds.  They  believe  in  both  prudent  investing  and  innovative 
thinking.  "We  hire  the  best  and  the  brightest  people.  We  ask  them  to  find  new  ways  to  preserve  investment 
quality  and  deliver  superior  performance,"  says  Foster  Aborn.  Hancock  has  made  CBOT  T-Bond  and  T-Note 
futures  an  important  piece  of  their  program  for  matching  the  duration  of  assets  and  liabilities  in  their  GIC 
portfolio.  "CBOT  futures  help  us  control  our  primary  interest  rate  exposure,"  continues  Aborn.  "They're  an 
essential  risk  management  tool." 

If  you're  interested  in  gaining  a  competitive  edge,  find  out  ^.    ChiCSOO  Bodfd  Of  Trade 


more  about  CBOT  Treasury  futures  and  options.  For  literature,  call 
1-800-THE-CBOT,  ext.  6004,  or  1-312-435:3558,  ext.  6004. 


Where  to  find  the 

200  Best  Small  Companies 


A&W  Brands 
709  Westchester  Avenue 
White  Plains,  NY  10604 
(914)397-1700    Softdnnks 
M  I  Lowenkron 

Allstate  Financial 

2700  South  Quincy  Street,  Suite  540 

Arlington,  VA  22206 

(703)  931-2274    Financial  services 

Leon  Fishman 

Autodesk 

2320  Marinsnip  Way 
Sausalito.  CA  94965 
(415)332-2344    CAD  software 
Arvar  J  Green 

Acusofi 

PO  Box  7393 

Mountain  View,  CA  94039 

(415)  969-91 12    Ultrasound  medical  instr 

Samuel  H  Maslak 

Altera 

2610  Orchard  Parkway 

San  Jose,  CA  95134 

(408)984-2800    Semiconductors 

Rodney  Smith 

Michael  Baker 
4301  Dutch  Ridge  Road 
Beaver.  PA  15009 
(412)495-7711    Engineering  svcs 
Richard  L  Shaw 

Adobe  Systems 
1585  Charleston  Road 
Mountain  View,  CA  94039 
(415)961-4400    Computer  software 
John  E  Warnock 

American  Fructose 

250  Harbor  Drive 

Stamford.  CT  06904 

(203)356-9000    High  fructose  com  syrup 

William  Ziegler  III 

Ballard  Medical  Prods 

12050  South  Lone  Peak  Parkway 

Draper.  UT  84020 

(oUl)  b/i-oouU    Disposable  medical  prods 
Dale  H  Ballard 

Advanced  Logic  Research 
9401  Jeronimo  Road 
Irvine,  CA  92718 
(714)581-6770    PCs 
Gene  Lu 

American  List 

330  Old  Country  Road 

Mineola,  NY  11503 

(516)466-0602    Student  mailing  lists 

Martin  Lemer 

Ben  &  Jerry's  Homemade 

PO  Box  240 

Waterbury,  VT  05676 

(802)  244-5641    Ice  cream  &  franchise  stores 

Ben  R  Cohen 

AirTran 

7501  26th  Avenue 
Minneapolis,  MN  55450 
(612)726-5151    Commuter  airline 
Robert  D  Swenson 

American  Management  Systems 

1777  North  Kent  Street 

Arlington.  VA  22209 

(703)841-6000    Mgmt  &  tech  consulting 

Charles  0  Rossotti 

BGS  Systems 
128  Technology  Center 
Waltham.  MA  02254 
(617)891-0000    Computer  software 
Harold  S  Schwenk  Jr 

AL  Laboratories 

One  Executive  Drive,  PO  Box  1399 

Fort  Lee,  NJ  07024 

(201)  947-7774    Pharm,  animal  health  prods 

Jeffrey  E  Smith 

American  Power  Conversion 

132  Fairgrounds  Road 

West  Kingston,  Rl  02892 

(401)  789-5735    Uninterrupt  power  equip 

Roger  B  Dowdell  Jr 

Biomet 

PO  Box  587 

Warsaw.  IN  46581 

(219)267-6639    Medical  implant  devices 

Dane  A  Miller 

Aldus 

411  First  Avenue  South 

Seattle,  WA  98104 

(206)  622-5500    Computer  software 

Paul  Bra i nerd 

Alfa  Corp 

2108  East  South  Boulevard 
Montgomery,  AL  36116 
(205)288-3900    Insurance 
Goodwin  L  Myrick 

American  Precision  Inds 

2777  Walden  Avenue 

Buffalo,  NY  14225 

(716)  684-9700    Industrial  &  electrical  equip 

Robert  J  Fierle 

Arnold  Industries 
625  South  Fifth  Avenue 
Lebanon.  PA  17042 
(717)274-2521    Trucking 
Edward  H  Arnold 

BMC  Software 

PO  Box  2002 

Sugar  Land,  TX  77487 

(713)240-8800    Computer  software 

Max  P  Watson  Jr 

Boston  Acoustics 

70  Broadway 

LynnfiekJ.  MA  01940 

(617)592-9000    Audio  speaker  systems 

Francis  L  Reed 

Allied  Group 
701  Fifth  Avenue 
Des  Moines.  IA  50304 
(515)280-4211    Insurance 
John  E  Evans 

Allou  Health  &  Beauty  Care 

50  Emjay  Boulevard 

Brentwood.  NY  11717 

(516)273-4000    Health  &  cosmetic  prod  distnb 

Herman  Jacobs 

Artistic  Greetings 

One  Artistic  Plaza 

Elmira.  NY  14901 

(607)  733-554 1    Mail  order  stationery 

Stuart  Kc 

Astro-Med 

600  East  Greenwich  Avenue 

West  Warwick.  Rl  02893 

(401)828-4000    High  speed  printers 

Albert  W  Ondis 

Bndgford  Foods 

1308  North  Patt  Street 

Anaheim.  CA  92801 

(714)526-5533    Frozen  &  snack  food  prods 

Allan  L  Bndgford 

Buffets 

10260  Viking  Dnve 

Eden  Prame,  MN  55344 

(612)942-9760    Buffet  restaurants 

Roe  H  Hatlen 
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Because  Banco  National  de  Mexico, 
Banamex,  is  virtually  synonymous 
with  the  new  era  of  technology  evolu- 
tion now  occurring  within  the  manufac- 
turing and  service  industries  of  Mexico. 

Banamex,  long  a  leader  in  techno- 
logical developments  within  Mexico, 
continues  to  play  a  major  role  in  the 
financing  of  Mexican  plant  moderniza- 
tions, expansions  of  plant  capacities 
and  the  import  implementation  of  new 
technologies.  And  Banamex  leads  in 
the  export  financing  of  new  non-petro- 
leum products  from  Mexico  that  are 
now  competitive  on  a  worldwide  basis. 

The  Banamex  international  data- 
base of  information  connects  world 
technology  with 


Mexican  business.  Knowledgeable 
Banamex  professionals  unite  Mexican 
opportunity  with  co-investment  part- 
ners. Innovative  financial  services 
facilitate  the  importation  of  technol- 
ogy and  capital  goods.  And  a  number 
of  Banamex  subsidiaries,  affiliates 
and  divisions  provide  specialized  ser- 
vices to  anyone  executing  a  business 
strategy  in  Mexico. 

It's  a  new,  global  Mexico. 
With  the  same  Banamex  who  has 
been  leading  Mexican  finance  for 
106  years.  — — 
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Banamex.  Mexico's  largest  bank. 
The  bank  that  knows  Mexico  best. 

Isabel  la  Catolica  44,  06089  Mexico,  D.F. 
Tel:  250-9736,  Fax:  203-0840 
(800)  544-3971  in  the  U.S.  only. 

NEW  YORK  •  CHICAGO  •  HOUSTON  •  LOS  ANGELES 
TORONTO  •  NASSAU  •  SAO  PAULO  •  LONDON  •  PARIS 
MADRID  •  FRANKFURT-  TOKYO  •  SINGAPORE 

Banamex 
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Cabletron  Systems 

PO  Box  5005 

Rochester,  NH  03867 

(603)  332-9400    Computer  network  equip 

S  Robert  Levine 

Colonial  Cos 

PO  Box  1365 
Columbia,  SC  29202 
(803)  798-7000    Insurance 
Stephen  G  Hall 

Mate 

3920  Park  Avenue 
Edison,  NJ  08820 
(908)321-1100    Retails  PCs 
Richard  C  Rose 

Cabot  Medical 

2021  Cabot  Boulevard  West 

Langhorne,  PA  19047 

(215)  752-8300    Female  reprod  health  equip 

Warren  G  Wood 

Comptek  Research 

110  Broadway 

Buffalo,  NY  14203 

(716)  842-2700    Defense  hardware  &  software 

John  R  Cummings 

Diagnostek 

4500  Alexander  Blvd  NE 
Albuquerque,  NM  87107 
(505)  345-8080    Pharmacy  mail  svc 
Nunzio  P  De  Santis 

California  Microwave 

985  Almanor  Avenue 

Sunnyvale,  CA  94086 

(408)  732-4000    Commun  &  telecomm  equip 

David  B  Leeson 

Computer  Data  Systems 

One  Curie  Court 

Rockville,  MD  20850 

(301)  921-7000    Data  processing  svcs 

Gordon  S.  Glenn 

Diagnostic  Prods 

5700  West  96th  Street 

Los  Angeles,  CA  90045 

(213)  776-0180    Medical  diagnostic  kits 

Sigi  Ziering 

Cambex 

360  Second  Avenue 

Waltham,  MA  02154 

(617)  890-6000    Computer  equip  &  software 

Joseph  S  Kruy 

Cannon  Express 
1457  Robinson,  PO  Box  364 
Springdale,  AR  72764 
(501)751-9209    Trucking 
Dean  G  Cannon 

Concord  Computing 

2525  Horizon  Lake  Drive,  Suite  120 
Memphis,  TN  38133 

(901)  371-8000    Transactional  equip  &  svcs 
Dan  M  Palmer 

ConferTech  International 

2801  Youngfield,  Suite  240 
Golden,  CO  80401 

(303)  237-5151    Telecon  equip  &  svcs 
H  Robert  Gill 

Digi  Intl 

6400  Flying  Cloud  Drive 

Eden  Prairie,  MN  55344 

(612)  943-9020    Comm  equip  &  software 

John  P  Schinas 

Dionex 

501  Mercury  Drive 

Sunnyvale,  CA  94088 

(408)  737-0700    Chemical  analysis  equip 

A  Blaine  Bowman 

Capitol  Transamerica 

4610  University  Avenue 
Madison,  Wl  53705 
(608)  231-4450    Insurance 
George  A  Fait 

Cordis 

14201  NW  60th  Avenue 

Miami  Lakes,  FL  33014 

(305)  824-2000    Medical  equipment 

Robert  C  Strauss 

Dreyer's  Grand  Ice  Cream 

5929  College  Avenue 
Oakland,  CA  94618 
(415)652-8187    Icecream 
T  Gary  Rogers 

Chambers  Development 

10700  Frankstown  Road 

Pittsburgh,  PA  15235 

(412)  242-6237    Waste  mgmt,  security  svcs 

John  G  Rangos  Sr 

Chemical  Fabrics 

701  Daniel  Webster  Highway,  PO  Box  1137 
Merrimack,  NH  03054 
(603)  424-9000    Specialized  fabrics 
Duane  C  Montopoli 

Cisco  Systems 

1525  O'Brien  Drive 

Menlo  Park,  CA  94025 

(415)  326-1941    Computer  network  equip 

John  P  Morgridge 

Cognex 

15  Crawford  Street 
Needham,  MA  02194 
(617)449-6030    Machine  vision  equip 
Robert  J  Shillman 

Cosmetic  Center 

8839  Greenwood  Place 

Savage,  MD  20763 

(301)  497-6800    Distri butes  cosmetics 

Mark  S  Weinstein 

Duriron 

3100  Research  Boulevard 

Dayton,  OH  45420 

(513)  226-4000    Chemical  process  equip 

John  S  Haddick 

CPAC 

PO  Box  175 

Leicester,  NY  14481 

(716)  382-3223    Photo  chems,  silver  recovery 

Thomas  N  Hendrickson 

Cracker  Barrel  Old  Ctry  Str 

Hartmann  Drive 

Lebanon,  TN  37088 

(615)  444-5533    Restaurants  &  gift  shops 

Dan  W  Evins 

CSS  Industries 

1401  Walnut  Street 

Philadelphia,  PA  19102 

(215)  569-9900    Paper  prods,  containers 

Jack  Farber 

Duty  Free  Intl 

19  Catoonah  Street 

Ridgefield,  CT  06877 

(203)  431-6057    Duty  free  retail  stores 

John  A  Couri 

Ecology  and  Environment 

368  Pleasantview  Drive 

Lancaster,  NY  14086 

(716)  684-8060    Environ  consult  &  testing 

Gerhard  J  Neumaier 

Electronic  Arts 
1820  Gateway  Drive 
San  Mateo,  CA  94404 
(415)571-7171    Computer  games 
Lawrence  F  Probst  III 

Cohu 

5755  Kearny  Villa  Road 
San  Diego,  CA  92123 
(619)277-6700    Electronics 
James  W  Barnes 

Cypress  Semiconductor 

3901  North  First  Street 

San  Jose,  CA  95134 

(408)  943-2600    Semiconductors 

T  J  Rodgers 

Danek  Gro-jp  Inc 

3092  Directors  Row 

Memphis.  TN  38131 

(901)  396-2695    Spinal  implant  devices 

Ron  Pickard 

Emcon 

400  South  El  Camino  Real.  Suite  1200 
San  Mateo.  CA  94402 

(415)375-1522    W3Ste  mgmt  eng  &  consult 
Thorley  D  Briggs 
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WHEN  WE  MAKE  A  PROMISE,  THERE'S  NO 
TELLING  HOW  EAR  WE'LL  GO  TO  KEEP  IT 

That  first  giant  leap  for  mankind.  Trips  to  map  Venus  and  Mercury,  dig  for  life  on  Mars,  and  swing  past  the  outer 
planets  to  discover  rings  upon  rings,  one  active  volcano  and  a  host  of  new  moons. 

If  you're  into  the  spirit  of  exploration,  you're  in  our  element.  We're  Inco,  once  known  as  the 
International  Nickel  Company. 

High-performance  nickel  alloys  -  proven  here  on  Earth  -  have  been  on  board  since  the  very 
first  countdown.  Including  Voyager  2,  the  star  performer  that  brought  us  the  picture  above. 
Inco  nickel  sales  are  about  equal  in  Europe,  North  America  and  Asia.  In  fact,  we  account  for  one  third  of  the 
nickel  supplied  to  these  markets.  And  80  per  cent  of  our  production  is  spoken  for. 

As  a  resource- based  multinational,  we're  committed  to  the  m  jm^  ^|  ^^ 

exploration  of  new  frontiers.  A  promise  that's  extended  our  limits  ■  |   |%B%V^ 

to  be  the  best  on  Earth.  And  got  us  where  we  are  today.  STRONGER  FOR  OUR  EXPERIENCE 

For  more  information,  write  Director,  Investor  Relations,  Inco  Limited,  One  New  York  Plaza,  N.Y.,  10004. 
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Empi 

1275  Grey  Fox  Road 

St  Paul,  MN  55112 

(612)  636-6600    Physical  therapy  equip 

Donald  D  Maurer 

Geodynamics 

5520  Ekwill  Street 

Santa  Barbara,  CA  93111 

(805)  964-9905    Defense  &  intell  software 

Robert  L  Paulson 

Heartland  Express 

2777  Heartland  Drive 
Coralville,  IA  52241 
(319)645-2728    Trucking 
Russell  A  Gerdin 

EnCiean 

6750  West  Loop  South,  Suite  1000 
Bellaire,  TX  77401 

(713)  661-4700    Ind  &  environ  cleaning  svcs 
Malcolm  Waddell 

Geonex 

150  Second  Ave  North,  12th  Floor 
St  Petersburg,  FL  33701 
(813)  823-3300    Mapping  &  site  analysis 
Harold  F  Flynn 

Home  Nutritional  Svcs 

PO  Box  243 

Parsippany,  NJ  07054 

(201)  515-4900    Home-based  mtraven  therapy 

Kent  H  Kerkhof 

Hooper  Holmes 

170  Mount  Airy  Road 

Basking  Ridge,  NJ  07920 

(908)  766-5000    Health  info  &  healthcare  svcs 

James  M  McNamee 

Energy  Ventures 

5  Post  Oak  Park,  Suite  1760 
Houston,  TX  77027 

(713)297-8400    Oilfield  equip  &  svcs 
Bernard  J  Duroc-Danner 

Geraghty  &  Miller 

125  East  Beth  page  Road 

Plainview,  NY  11803 

(516)  249-7600    Groundwater  resource  mgmt 

David  W  Miller 

Fastenal 

2001  Theurer  Boulevard 
Winona,  MN  55987 
(507)  454-5374    Retails  fasteners 
Robert  A  Kierlin 

Fiserv 

2152  South  114th  Street 

Milwaukee,  Wl  53227 

(414)  546-5000    Computer  services  for  banks 

George  D  Dalton 

CR  Gibson 

32  Knight  Street 

Norwalk,  CT  06856 

(203)  847-4543    Gift  &  stationery  prods 

Frank  A  Rosen  berry 

ILC  Technology 

399  Java  Drive 

Sunnyvale,  CA  94089 

(408)  745-7900    Laser  &  fiber  optics  equip 

Henry  C  Baumgartner 

Goal  Systems 

7965  North  High  Street 
Columbus,  OH  43235 
(614)888-1775    Data  center  mgmt 
David  C  Wetmore 

Insituform  Mid-America 

17988  Edison  Avenue 

Chesterfield,  MO  63005 

(314)  532-6137    Pipe,  sewer  &  conduit  repair 

Jerome  Kalishman 

Forest  Labs 

150  East  58th  Street 
New  York,  NY  10155 
(212)421-7850    Pharmaceuticals 
Howard  Solomon 

Franklin  Resources 

777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404 
(415)  378-2000    Fund  management 
Charles  B  Johnson 

Grist  Mill 

21340  Hayes  Avenue 

Lakeville,  MN  55044 

(612)  469-4981    Grain  based  cereals  &  snacks 

Ronald  K  Zuckerman 

Intl  Dairy  Queen 

5701  Green  Valley  Drive 
Minneapolis,  MN  55437 
(612)  830-0200    Fast-food  restaurants 
Michael  P  Sullivan 

Group  1  Software 

6404  Ivy  Lane 

Greenbelt,  MD  20770 

(301)  982-2000    Marketing  &  mailing  software 

Robert  S  Bowen 

Intl  Recovery 

700  South  Royal  Poinciana  Boulevard 
Miami  Springs,  FL  33166 
(305)  884-2001    Plane  refueling,  waste  recov 
Ralph  R  Weiser 

Frederick's  of  Hollywood 

6608  Hollywood  Boulevard 

Los  Angeles,  CA  90028 

(213)  466-5151    Retail  &  mail  order  apparel 

George  W  Townson 

Gundle  Environmental  Systems 

19103  Gundle  Road 

Houston,  TX  77073 

(713)  443-8564    Liners  for  hazard  waste  Ctrl 

David  S  Eakin 

Intertrans 

125  E  John  Carpenter  Freeway,  Suite  900 

Irving,  TX  75062 

(214)  830-8888    Intl  freight  forwarding 

Sam  N  Wilson 

Frontier  Insurance  Group 

196  Broadway,  PO  Box  5016 

Monticello,  NY  12701 

(914)  796-2100    Specialty  prop  &  casualty  ins 

Walter  A  Rhulen 

Hach 

5600  Lindbergh  Drive,  PO  Box  389 
Loveland,  CO  80539 

(303)  669-3050    Water  analysis  equip  &  chems 
Kathryn  C  Hach 

too 

4700  Superior  Street 

Lincoln,  NE  68504 

(402)  464-0231    Precision  instruments 

Robert  W  Allington 

Frozen  Food  Express  Inds 

PO  Box  655888 

Dallas,  TX  75265 

(214)  428-7661    Trucking  perishable  commods 

Stoney  M  Stubbs  Jr 

Haemonetics 

400  Wood  Road 

Braintree,  MA  02184 

(617)  848-7100    Blood  reinfusion  equip 

John  F  White 

J&J  Snack  Foods 

6000  Central  Highway 

Pennsauken,  NJ  08109 

(609)  665-9533    Snack  foods  &  beverages 

Gerald  B  Shreiber 

Gainsco 

PO  Box  2933 

Fort  Worth,  TX  76113 

(817)  336-2500    Property  &  casualty  insurance 

Joseph  D  Macchia 

Handex  Environ  Recovery 

500  Campus  Drive 

Morganville,  NJ  07751 

(908)  536-8500    Oil  tank  pollution  Ctrl  svcs 

Curtis  L  Smith  Jr 

HealthCare  Compare 

3200  Highland  Avenue 

Downers  Grove,  IL  60515 

(708)  719-9000    Health  ind  fml  &  mgmt  svcs 

James  C  Smith 

Jean  Philippe  Fragrances 

551  Fifth  Avenue 

New  York,  NY  10176 

(212)983-2640    Mkts  clones  of  designer  frag 

Jean  Madar 
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OK.  Lets  get  down  to  business1"  Funny  how  the  two  objects  below  resemble  one  another.  But  if  you  had  to  invest  a  sizeable 
chunk  of  your  cash  flow  in  a  new  phone  system,  you  might  fail  to  see  the  humor.  Which  is  why  you  should  know  about  CentraNet* 
service  from  GTE.  With  CentraNet*  you  get  all  the  features  and  flexibility  of  the  most  sophisticated  business  telephone  system,  with- 
out a  large  capital  outlay.  So  there's  no  risk  of  buying  too  much  system,  or  too  little.  In  fact,  there's  hardly  a  risk  at  all.  Because  every- 
thing you  need  for  CentraNet*  to  work  on  your  phones  is  located  at  our  office,  not  yours.  And,  you  can  add  lines  or  change  features 
anytime.  For  example,  if  you  have  an  office  in  one  location  and  expand  to  another,  you  can  connect  the  two  without  incurring  any 
additional  expenses.  Call  us  at  1-800-462-6000.  Because  you  do  have  a  choice.  Go  with  ^^^^^^^^^^^m  Or  go  with  the  flow. 


Why  pour  money  down  either  one? 


CentraNet    is  a  registered  service  mark  of  GTE  Corporation.  CentraNet    service  is  available  in  most  areas 
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The  New  Citation  X  Is  Unlike 

Any  Other  Business  Jet  InThe  Sky. 

Or  OnThe  Drawing  Board. 


Operating  at  speeds  up  to  Mach .  9  (nearly  The  GM/Allison  engines  are  also  com- 

600  mph),  the  Citation  X  is  the  fastest  business      pletery  new.  Designed  for  the  demands  of 


jet  in  the  world. 

Amazingly,  the  Citation  X  also  delivers 
greater  range  at  higher  speeds.  New  York-to- 
London  in  under  seven  hours,  for  example 
No  other  business  jet  takes  you  farther  in  less 
time  and  on  less  fueL 

Why  is  the  Citation  X  so  far  ahead  of  other 
"new"  jets?  Because  it's  one  business  jet  for  the 
'90s  that  wasn't  designed  around  technology 
from  the  '60s  The  new  Citation  X  truly  is  new. 

The  wing  is  a  totally  new  design,  based  on 
proven  supercritical  technology.  One  major 
reason  why  the  Citation  X  achieves  its  remark- 
able speed  is  the  wing  sweep  —  greater  than 
that  of  any  other  business  jet  And  high-speed 
wind-tunnel  tests  have  already  verified  that  the 
wing  will  perform  exactly  as  promised. 


airline  use,  they're  exceptionally  reliable  And 
initial  test  runs  have  confirmed  that  they're 
nearly  20  percent  more  fuel  efficient  than 
older,  less  powerful  engines. 

There's  an  array  of  new  technology  on  the 
Citation  X  flight  deck,  including  a  dual  digital 
autopilot/flight  director/EICAS  system,  with 
five  8x7-inch  EFIS  displays. 

And  the  elegant  new  Citation  X  cabin  is 
almost  six  feet  longer  than  midsize  Citations. 
With  a  stand-up  aisle  that  extends  from  the 
hardwood  galley  to  the  spacious  aft  lav. 

The  fast,  efficient  Citation  X  gives  you 
the  ability  to  fry  long-range  missions  in  the 
kind  of  superb  comfort  of  a  $25  million 
business  jet  But  in  much  less  time  And  on 
much,  much  less  fueL 


Yet  incredibly,  the  Citation  X  is  priced  at  just 
$11.85  million,  less  interior. 

Small  wonder  that  corporations  all  over  the 
world  have  already  placed  orders  for  this  extra- 
ordinary new  aircraft.  And  with  the  aircraft 
already  being  assembled  for  its  first  flight  in 
1993,  the  Citation  X  is  exactly  on  schedule  for 
first  deliveries  by  1995. 

For  a  technical  presentation  in  your  office, 
showing  how  the  Citation  X  would  perform 
in  handling  your  corporate  travel  plans,  call 
1-800-4-CESSNA.  Or  write  to  Roy  H.  Norris, 
Senior  Vice  President  of  Marketing,  Cessna 
Aircraft  Co.,  P.O.  Box  7706,  Wichita,  KS  67277. 
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a  General  Dynamics 
company 


WHERE  TO  FIND  THE  200  BEST  SMALL  COMPANIES 


tfyfci 

51  Ardenwood  Boulevard 
Fremont  CA  94555 

(510)796-6100    PC  motherboards  &  cards 
M  Akram  Chowdry 

Paychex 

911  Panorama  Trail  South 

Rochester.  NY  14625 

(716)385-6666    Payroll  accounting  svcs 

B  Thomas  Golisano 

Respironics 

1001  Murry  Ridge  Dnve 

Murrysville.  PA  15668 

(412)373-8114    Respiratory  medical  prods 

Gerald  E  McGinnts 

NACRe 

One  Greenwicn  Plaza.  PO  Box  2568 

Greenwich,  CT  06836 

(203)  622-5200    Prop  &  casualty  reinsurance 

Ronald  L  Bornhuetter 

PDA  Engineering 

2975  Redhill  Avenue 

Costa  Mesa.  CA  92626 

(714)540-8900    Mechanical  eng  software 

Louis  A  Delmonico 

Rexon 

1334  Park  View  Avenue.  Suite  200 
Manhattan  Beach.  CA  90230 
(213)545-4441    Computer  equip 

Nature's  Sunshine  Prods 

PO  Box  1000 

Spanish  Fork,  UT  84660 

(801)  798-9861    Nutri  &  personal  care  prods 

Alan  D  Kennedy 

Penril  Datacomm  Networks 

1300  Quince  Orchard  Blvd 

Gaithersburg,  MD  20878 

(301)  417-0552    Test  &  data  comm  equip 

Henry  David  Epstein 

St  Jude  Medical 

One  Lillehei  Plaza 

St  Paul.  MN  55117 

(612)483-2000    Mechanical  heart  valves 

Lawrence  A  Lemkuhl 

Nellcor 

25495  Whitesell  Street 

Hayward,  CA  94545 

(510)  887-5858    Patient-monitoring  instr 

C  Raymond  Larkin  Jr 

Pentech  Intl 

2  Ethel  Road 

Edison,  NJ  08817 

(908)287-6640    Writing  instruments 

Norman  Melnick 

Sbarro 

763  Larkfield  Road 

Commack.  NY  11725 

(516)864-0200    Italian  restaurants 

Neutrogena 

5760  West  96th  Street 

Los  Angeles,  CA  90045 

(213)642-1150    Specialty  soaps 

Lloyd  E  Cotsen 

Pharmacy  Management  Svcs 

3611  Queen  Palm  Drive 

Tampa,  FL  33619 

(813)626-7788    Health  cost  containment  svcs 

Cecil  S  Harrell 

SCORUS 

110  William  Street 

New  York,  NY  10038 

(212)513-1777    Property  &  casualty  reinsur 

==:■  :•  =e.gr:: 

Nichols  Institute 

33608  Ortega  Highway 

San  Juan  Capistrano,  CA  92690 

(714)661-8000    Clinical  testing  svcs 

Albert  L  Nichols 

Plains  Petroleum 

125%  West  Bayaud  Avenue,  Suite  400 

Lakewood,  CO  80228 

(303)  969-9325    Oil  &  gas  expl,  devel  &  prod 

James  A  Miller 

Sealright 

7101  College  Boulevard.  Suite  1400 

(316)  oAd-yu00    f-ood  &  dairy  packaging 
Marvin  WOzley 

Nichols  Research 

4040  South  Memorial  Parkway 

Huntsville,  AL  35802 

(205)  883-1 140    Technical  svcs  for  defense 

Chris  H  Horgen 

Psicor 

16818  Via  Dei  Campo  Court 

San  Diego.  CA  92127 

(619)485-5599    Heart  surgery  equip  &  svcs 

Michael  W  Dunaway 

SEI 

680  E  Swedesford  Road 

Wayne.  PA  19087 

(215)254-1000    Info  svcs  for  money  managers 

Alfred  P  West  Jr 

OEA 

PO  Box  10488 

Denver.  CO  80210 

(303)  693-1248    Airbag  propellants  &  equip 

Ahmed  D  Kafadar 

Rainbow  Technologies 

9292  Jeronimo  Road 

Irvine,  CA  92718 

(714)454-2100    Computer  security  prods 

Walter  W  Straub 

Seitel 

16010  Barker's  Point  Lane.  Suite  550 

Houston.  TX  77079 

(713)558-1990    Mkts  sersmic  data  to  oil  cos 

-----  •:  -._--■  --.- 

Offshore  Logistics 

224  Rue  De  Jean 

Lafayette,  LA  70508 

(318)  233-1221    Transport  svcs  for  oilfield  ind 

James  B  Clement 

Raven  Industries 

PO  Box  1007 

Sioux  Falls.  SD  57117 

(605)336-2750    Electron,  plastics,  sewn  prods 

David  A  Christensen 

Sensormatk  Electronics 

500  Northwest  12th  Avenue 

Deerfield  Beach.  FL  33442 

(305)427-9700    Electronic  surveillance  equip 

Ronald  G  Assaf 

01 

Graham  Road  at  Wellborn.  PO  Box  2980 
College  Station,  TX  77841 
(409)690-1711    Precision  instruments 
William  W  Botts 

Raymond  James  Financial 
880  Carillon  Parkway 
St  Petersburg.  FL  33716 
(813)573-3800    Secunties  brokerage 
Thomas  A  James 

Serv-Tech 

4115  Old  Gafveston  Road 

Houston.  TX  77017 

(713)644-9974    Maintains  oil  &  chem  plants 

Richard  W  Krajicek 

Osmonics 

5951  Clearwater  Dnve 

Minnetonka,  MN  55343 

(612)  933-2277    Filtration  equip 

0  Dean  Spatz 

RehabCare 

112  South  Han  ley  Road 

St  Louis.  MO  63105 

(314)863-7422    Devel  &  manages  rehab  clinics 

James  M  Usdan 

Research  .nds 

6864  South  300  West 

Midvale.  UT  84047 

(801)  562-0200    Disposable  cardicvasc  prods 

Gary  L  Crocker 

Sierra  Tucson  Cos 

16500  NLago  Del  OroPkwy 

Tucson.  AZ  85737 

(602)792-5800    Substance  abuse  rehab  cntrs 

William  T  O'Donnell  Jr 
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WHERE  TO  FIND  THE  200  BEST  SMALL  COMPANIES 


Solectron 

2001  Fortune  Drive 

San  Jose,  CA  95131 

(408)  942-1943    Printed  circuit  boards 

Winston  H  Chen 

Surgical  Care  Affiliates 

102  Woodmont  Boulevard,  Suite  610 
Nashville,  TN  37205 

(615)  385-3541    Outpatient  surgical  centers 
Joel  C  Gordon 

Tseng  Labs 

10  Pheasant  Run  -  Newtown  Commons 
Newtown,  PA  18940 

(215)968-0502    Graphics  cards  for  PCs 
Jack  Tseng 

Spaghetti  Warehouse 

6120  Aldwick  Drive 

Garland,  TX  75043 

(214)  226-6000    Italian  restaurants 

Louis  P  Neeb 

Symix  Systems 

2800  Corporate  Exchange  Dr,  Suite  400 
Columbus,  OH  43231 
(614)  523-7000    Financial  mgmt  software 
Lawrence  J  Fox 

Utah  Medical  Products 

7043  South  300  West 

Midvale,  UT  84047 

(801)  566-1200    Critical  care  medical  prods 

William  Dean  Wallace 

Span  America  Medical  Systems 

PO  Box  5231 

Greenville,  SC  29606 

(803)  288-8877    Foam  pads  for  health  care 

Donald  C  Spann 

T2  Medical 

1121  Alderman  Drive 

Alpharetta,  GA  30202 

(404)  442-2160    Home  care  infusion  therapy 

Thomas  E  Haire 

Utilx 

22404  66th  Avenue  South 

Kent,  WA  98032 

(206)  395-0200    Cable  &  pipe  installer 

John  R  Potter 

Spartan  Motors 

1000  Reynolds  Road 

Charlotte,  Ml  48813 

(517)  543-6400    Specialized  heavy  duty  trucks 

George  W  Sztykiel 

Techne 

614  McKinley  Place  NE 

Minneapolis,  MN  55413 

(612)  379-8854    Clinical  diagnostic  equip 

Thomas  E  Oland 

Value  Merchants 

710  North  Plankinton  Avenue 
Milwaukee,  Wl  53203 
(414)  274-2575    Wholesales  closeout  toys 
Steven  J  Appel 

SPI  Pharmaceuticals 

3300  Hyland  Avenue 

Costa  Mesa,  CA  92626 

(714)  545-0100    Pharmaceuticals 

Milan  Panic 

Tekelec 

26580  West  Agoura  Road 

Calabasas,  CA  91302 

(818)  880-5656    Communications  test  equip 

Peter  N  Vicars 

Vencor 

Brown  &  Williamson  Tower,  Suite  700 
Louisville,  KY  40202 

(502)  569-7300    Hospitals  for  chronically  ill 
W  Bruce  Lunsford 

State  Auto  Financial 

518  East  Broad  Street 

Columbus,  OH  43216 

(614)  464-5000    Auto  &  homeowner  insur 

Robert  L  Bailey 

Tetra  Technologies 

25231  Grogans  Mill  Road,  Suite  100 

The  Woodlands,  TX  77380 

(713)  367-1983    Waste  recyc  &  treatment  svcs 

Michael  L  Jeane 

VeriFone 

Three  Lagoon  Drive,  Suite  400 

Redwood  City,  CA  94065 

(415)  591-6500    Transaction  automation  sys 

Hatim  A  Tyabji 

State  Of  The  Art 

56  Technology 

Irvine,  CA  92718 

(714)  753-1222    PC  accounting  software 

David  S  Samuels 

Thermo  Instrument  Sys 

504  Airport  Road 

Santa  Fe,  NM  87504 

(505)  471-3232    Pollution  detect  equip 

Arvin  H  Smith 

Vertex  Communications 

PO  Box  1277 

Kilgore,  TX  75662 

(903)  984-0555    Grnd  station  satellite  anten 

J  Rex  Vardeman 

Structural  Dynamics  Res 

2000  Eastman  Drive 

Milford,  OH  45150 

(513)  576-2400    CAE  software  &  svcs 

Ronald  J  Friedsam 

Tootsie  Roll  Industries 

7401  South  Cicero  Avenue 
Chicago,  IL  60629 
(312)838-3400    Candy 
Melvin  J  Gordon 

Vicor 

23  Frontage  Road 

Andover,  MA  01810 

(508)  470-2900    Electric  power  systems 

Patrizio  Vinciarelli 

Stryker 

2725  Fairfield  Road 

Kalamazoo,  Ml  49002 

(616)  385-2600    Powered  surgical  instruments 

John  W  Brown 

Sullivan  Dental  Prods 

10920  West  Lincoln  Avenue 

West  Allis,  Wl  53227 

(414)  321-8881    Dental  supplies  &  equip 

Robert  J  Sullivan 

Total  System  Services 

PO  Box  1755 

Columbus,  GA  31902 

(404)  649-2204    Bankcard  data  process  svcs 

Richard  W  Ussery 

Tranzonic  Cos 

30195  Chagrin  Boulevard 

Pepper  Pike,  OH  44124 

(216)  831-5757    Personal  care  &  home  prods 

Robert  S  Reitman 

Vital  Signs 

20  Campus  Road 

Totowa,  NJ  07512 

(201)  790-1330    Anesthesia  &  respiratory  prods 

Terence  D  Wall 

Werner  Enterprises 

PO  Box  37308 
Omaha,  NE  68137 
(402)895-6640    Trucking 
Clarence  L  Werner 

Sun  Television  &  Appl 

1583  Alum  Creek  Drive 

Columbus,  OH  43209 

(614)  445-8401    Retails  consumer  electronics 

Macy  T  Block 

Trenwick  Group 

Metro  Center,  One  Station  Place 

Stamford,  CT  06902 

(203)  353-5500    Property  &  casualty  reinsur 

James  F  Billet  Jr 

TriCare 

17101  Armstrong  Avenue,  Suite  200 
Irvine,  CA  92714 

(714)  250-4092    Healthcare  eval  svcs 
Stephen  F  Bullock 

X-Rite 

3100  44th  Street  SW 

Grandville.  Ml  49418 

(616)  534-7663    Quality  control  instruments 

Ted  Thompson 
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WE     CAN     CHANGE     THE     FUTURE. 


At  this  moment  there  may  be  a  fire  in  your  future. 
But  that  can  change.  You  can  put  out  a  future  fire  now, 
before  it  ever  starts. 

As  a  property  and  casualty  insurer,  we  know  the 
special  problems  of  the  plastics  industry.  We  know  its 
worst  nightmare:  fire.  And  we  know  the  steps  you  can 
take  to  help  prevent  one.  You  have  to  be  committed  to 
those  steps.  But  so  does  everyone  else  we  group  you 


with— plastics  people  like  you  who  share  the  same 
kinds  of  risks.  And  who  will  also  share  the  lowered 
premiums  and  the  possibility  of  dividends  that  come 
with  diligent  loss  control.  It's  that  way  for  every  in- 
dustry we  insure. 

Call  your  agent  or  broker  about  us  soon.  There's  no 
time  like  the  present  for  changing  the  future. 

Atlantic  Mutual,  45  Wall  Street,  New  York,  NY  10005 


=fk  Atlantic-Mutual 

IT  PAYS  TO  BE  CAREFUL. 


THE      SURPRISING      V 


State-of-the-art  high  resolution  color  displays  for  the  FAA. 


To  detect  wind  shear,  47  Terminal  Doppler  Weather 
Radar  systems  are  being  built  for  the  FAA. 


ED  SKIES  ARE  NOW  S 

At  any  given  moment  thousands  of  planes  fill  the  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 


At  Montreal's  Dorval  Airport  Raytheon  radar  display  screens  are  used  for  landings  and  takeoff s. 
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RLD      OF     RAYTHEON 


Norway's  modernized  air  traffic  control  system  will  include 
radars  from  Cossor,  such  as  this  system  in  Geneva. 


Support  services  for  the  U.S.  National  Airspace  System. 


In  Norway,  Trinidad/Tobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 

skies  safer  than  ever  before 

The  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid. 

It's  Beech  Aircraft  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 

Cedarapids,  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot 

For  more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  02173. 
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Raytheon 


COMPUTERS/COMMUNICATIONS 


Even  though  the  directors  pushed  him  out  of  the 
company  he  founded,  it  was  a  decision  made  by 
Edson  de  Castro  that  ultimately  saved  the  company. 

The  soul  of 
another  machine 


By  David  Churbuck 

In  a  blitz  of  research  that  ended  in 
1980,  an  engineering  team  at  Data 
General  Corp.  delivered  the  Eclipse 
32-bit  minicomputer.  The  exploits  of 
those  engineers  and  their  inspired 
leader,  J.  Thomas  West,  became  the 
subject  of  a  bestseller  by  Tracy  Kid- 
der, The  Soul  of  a  New  Machine.  The 
machine  became  a  huge  moneymaker 
for  Data  General,  whose  earnings 
peaked  in  1984  at  $67  million. 

But  the  moving  finger  of  fate  writes 
fast  in  the  computer  business.  A  year 
ago  the  heroic  efforts  by  the  machine 
designers  seemed  destined  to  be  for- 
gotten. Data  General's  loss  for  the 
Sept.  30,  1990  fiscal  year  was  $68 
million.  Founder  Edson  de  Castro, 
evidendy  under  pressure  from  the 
board,  left  as  chairman  in  December. 
The  stock  was  off  95%  from  its  high. 

In  the  short  space  of  a  year,  the  firm 
has  made  a  miraculous  recovery,  with 
Value  Line  predicting  a  $70  million 
net  income  on  sales  of  $1 .2  billion  for 
fiscal  1991. 

Who  deserves  credit  for  the  turn- 
around? De  Castro  does,  in  major 
part:  He  made  a  crucial  decision  four 
years  ago  to  shift  his  company  away 
from  the  incompatible,  proprietary 
designs  that  once  made  it  rich  into 
"open"  systems  that  could  easily 
communicate  with  rival  brands  of 
computer.  The  other  hero  is  Thomas 
West,  the  laconic,  self-effacing  physi- 
cist who  was  the  hero  of  the  Kidder 
book.  West,  in  short,  has  done  it 
again.  He's  got  a  terrific  machine. 

Data  General's  salvation  is  the 
Aviion  line,  a  series  of  Unix  comput- 
ers. Unix  is  the  hot  operating  system 
of  the  1990s.  It  aims  to  free  customers 
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from  proprietary  systems  and  give 
them  the  freedom  to  interconnect 
different  brands  of  computer  and 
connect  the  boxes  across  local  and 
wide  area  networks. 

The  niche  that  Data  General  is 
aiming  at  with  the  Aviion,  which  has 
been  on  the  market  for  two  years,  is 
the  market  for  servers.  These  comput- 
ers "serve"  up  stored  information 
from  a  shared  database  to  many, 
sometimes  widely  dispersed,  users 
working  at  one  corporation.  This  is  a 
very  common  situation:  Many  order- 
takers  need  terminals  feeding  into  the 
same  inventory  database,  many  bro- 


kers need  to  share  the  same  collection 
of  customer  files. 

Ideally,  the  server  should  work  well 
with  a  wide  range  of  personal  com- 
puters and  technical  workstations 
connected  into  one  network.  That's 
because  the  client  typically  has  already 
invested  a  lot  of  money  in  these  desk- 
top terminals  and  doesn't  want  to 
discard  them  on  installing  a  new  serv- 
er. Hence  the  push  to  open  systems,  a 
movement  that  de  Castro  called  the 
"fourth  wave"  of  computing 
(Forbes,  Sept.  19,  1988). 

Servers  are  one  bright  spot  in  an 
otherwise  sluggish  computer  hard- 
ware market.  As  with  the  Eclipse  of  12 
years  ago,  the  choice  comes  down  to 
price  versus  performance.  The  top 
end  of  the  Aviion  line  delivers  117 
million  instructions  per  second  of 
power.  For  that  it  charges  just 
596,000,  not  including  the  disk 
drives  and  other  attachments.  A  main- 
frame in  a  box. 

Data  General's  shift  into  Unix  serv- 
ers came  in  the  nick  of  time.  Just  four 
years  ago  de  Castro  was  approached 
by  West,  his  chief  of  research  and 
development,  and  Ronald  Skates, 
then  his  assistant  in  operations.  They 
said  that  the  company  had  two 
choices:  It  could  spend  a  lot  of  money 
developing  application  software  for 
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its  proprietary  Eclipse  minicomputers 
in  a  bid  for  business  against  IBM  and 
Digital  Equipment  Corp.  Or  it  could 
diversify  away  from  its  old  proprietary 
ways  and  strike  off  in  a  new  direction, 
open  systems. 

It  was  a  difficult  choice.  Manufac- 
turers like  Data  General,  of  course, 
loved  the  old  system  in  which  custom- 
ers were  more  or  less  locked  into  one 
brand  of  computers  with  a  large  in- 
vestment in  custom-made,  nonporta- 
ble software.  Customers  hated  it. 
Skates  and  West  made  no  secret  of 
their  belief  that  the  customer  was 
going  to  win  this  struggle,  and  that 
Data  General  should  go  along. 
Skates'  viewpoint  has  been  vindicat- 
ed, and  he  is  now  president  of  the 
company. 

The  customer's  victory,  however, 
came  at  devastating  cost  to  the  mini- 
computer companies  of  Massachu- 
setts' Route  128.  Wang,  dec,  and 
Data  General  all  scrambled  to  main- 
tain revenues  by  grabbing  at  personal 
computers,  but  they  missed,  losing 
out  to  doners  as  the  technology  be- 
came more  commodity-like. 

Then  came  another  blow:  Techni- 
cal workstations  turned  into  a  viable 
market,  and  companies  like  Sun  be- 
gan to  pick  away  at  the  minicomputer 
business.  In  the  end,  the  giants  of  128 


LEFT: 

Computer 
architect 
J.  Thomas  West 
Anyone  can  glue 
chips  on  a  board; 
try  writing  an 
operating  sys- 
tem that  makes 
them  work. 


had  to  shrink  as  drastically  as  the 
boxes  they  manufacture.  Since  1986 
Data  General  has  cut  its  work  force  in 
half,  to  8,500,  selling  off  manufactur- 
ing plants  and  foreign  operations.  It 
still  serves  a  declining  base  of  Eclipse 
installations,  getting  more  than  half 
of  its  revenues  from  servicing  the  old 
line  and  selling  new  models.  But  the 
company's  future  growth  hangs  al- 
most entirely  on  Aviion,  which  al- 
ready accounts  for  about  $20  million 
a  month  in  volume. 

When  he  got  the  go-ahead  to  de- 
sign a  server  from  scratch,  West,  now 
51,  had  his  work  cut  out.  Would  his 
company  design  and  make  its  own 
microprocessor  to  power  the  ma- 
chine? In  an  earlier  era  it  might  have. 
Says  Skates,  50,  of  the  old  days:  "We 
could  take  a  grain  of  sand  in  one  door 
and  ship  a  computer  out  the  other." 
For  the  Aviion  there  wasn't  time. 
West  selected  off-the-shelf  reduced 
instruction  set  computing  (RISC) 
chips  from  Motorola. 

West's  next  key  decision  was  to 
make  the  server  a  multiprocessor,  put- 
ting several  of  those  Motorola  chips 
on  a  single  board.  That  was  one  way  to 
keep  the  cost  of  the  machine  down. 
So  long  as  the  designers  could  figure 
out  how  to  get  these  electronic  brains 
to  peacefully  divide  up  a  common 
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workload,  the  hardware  would  proba- 
bly be  cheaper.  Why?  More  or  less  for 
the  same  reason  that  four  15mph 
speedboats  would  be  cheaper  than 
one  that  could  do  60mph. 

"Anyone  can  glue  chips  onto  a 
board,"  says  West.  "The  talent  lies  in 
being  able  to  write  an  operating  sys- 
tem that  can  handle  symmetric  multi- 
processing." By  this  he  means  that  it's 
no  simple  matter  to  assign  the  four 
processors  flexibly  to  different  tasks 
yet  keep  them  from  tripping  over  one 
another  as  they  reach  out  to  the  same 
disk  storage  and  juggle  queries  from 
hundreds  of  users'  terminals. 

"Very  few  people  are  delivering 
symmetric  multiprocessing  at  this 
time,"  says  West.  "It's  allowing  us  to 
get  a  wide  range  of  functionality  out 
of  a  single  computer.  You  can  add  as 
many  processors  as  you  want,  but 
unless  you  make  them  work  symmet- 
rically, two  processors  perform  no 
faster  than  one.  A  server  acting  on  the 
behalf  of  lots  of  clients  is  performing  a 
lot  of  parallel  tasks.  The  role  of  the 
operating  system  is  to  make  sure  those 
tasks  get  dispatched  to  the  first  avail- 
able processor,  but  also  to  decide  if 
they  are  to  be  preempted  by  a  priority 
task.  In  the  end,  it's  an  exercise  in 
scheduling." 

Following  the  logic  of  using  four 
cheap  microprocessors  rather  than 
one  very  expensive  one,  West's  engi- 
neers created  a  disk  storage  assembly 
that  consists  of  50  cheap  hard  disks  of 
the  sort  that  go  into  desktop  comput- 
ers. There's  enough  deliberate  dupli- 
cation built  into  the  system  so  that  it  is 
not  vulnerable  to  the  failure  of  one 
disk.  And  having  a  lot  of  cheap  disk 
drives  working  at  once  has  the  added 
benefit  of  speeding  up  access  to  data. 
One  very  expensive  disk  drive  works 
faster  than  one  cheap  one,  but  noth- 
ing like  50  times  as  fast.  Aviion's  24- 
gigabyte  disk  drive  assembly,  at  about 
S2 50,000,  can  access  data  at  the  rate 
of  400  read  operations  per  second. 

Some  manufacturers  make  disk  ar- 
rays; others  put  multiple  processors  in 
a  single  computer.  But  few  are  beat- 
ing Data  General  to  the  market  for 
cheap  mainframe  substitutes  in  com- 
mercial computing. 

Edson  de  Castro  can  take  satisfac- 
tion that,  even  after  his  departure,  a 
decision  he  made  helped  save  his 
company.  WM 
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is  Center  Market  Research 
t-t  Research 
ago,  Illinois 


Benoit  Sheet  Metal  Equipment 
Sheet  Metal  Machinery  Sales 
Bothell,  Washington 


Christopher's  Flower  &  Gift  Shop 

Florist 

Chatham,  New  Jersey 


Spartacus  Trucking  Co. 

Trucking 

Brooklyn,  New  York 


Touring  Unlimited  Travel 
Full  Service  Travel  Agency 
Cambridge,  Massachusetts 


WJLK  Radio 

Adult  Contemporary  Radio  Station 

Asbury  Park,  New  Jersey 


Checker's  Product  Servicing,  Inc. 
Food  Promotions 
Framingham,  Massachusetts 


Harrington  Associates 
Auditors  &  Accountants 
Tiverton,  Rhode  Island 


CADworks,  Inc. 

CADD  Integration  Specialists 

Arlington 


Compleat  Gam 
Billiard  &  Game 
Waltham.  Massa 


Owl  Shop,  Inc. 
Tobacconists 
Worcester,  Massachus 


Black  Sand  Surf 

Board  Sport/Apparel  Shop 

Pasadena,  California 


Adler  Pool  Tables 

Pool  Table  Manufacturer 

Los  Angeles,  California 


Chromavision.  Corp. 

Video  Editorial  &  Tape  Services 

New  York,  New  York 


Art  Options,  Inc. 
Retail  Art  Gallery 
Santa  Monica.  California 


Temple  City  Stationers 
Office  &  Stationery  Supplies 
Temple  City,  California 


Resumex-Press 

Career  Transition  Services 

Boston,  Massachusetts 


Claremont  Riding  Academy 

Riding  Stable 

New  York,  New  York 


Advanced  Avian  Designs 

Bird  Environment  Designs  &  Sales 

Seattle.  Washington 


Aquariums  by  Design 
Aquariums,  Fresh  &  Saltwater  Fish 
Chicago,  Illinois 


Stats-It 

Pre-professional  Shop 
Chicago,  Illinois 


Putnam  Kitchens 
Kitchen  Design  Studio 
Greenwich.  Coonecticut 


American  Science  &  Surplus 

Surplus  Scientific.  Industrial  &  Consumer  Goods 

Evanston.  Illinois 


LA  Celebrations) 

Catering 

Los  Angeles,  California 


Ortho  Sport 
Physical  Therapy 
Forest  Park.  Illinois 


HareEnterprises.  Inc 

Manufacturer 

North  Long  Beach.  Califc 


Lester  Material  Service 
Landscape  Material  Supplier 
Grayslake.  Illinois 


Lauren  Sara 
Fashion  Designer 
New  York,  New  York 


AT&T 

"i  average  on  ata 


Shelly  Balloons  Parties- Presents  Pre 
Event  Coordinator  &  Advertising  Special 
Los  Angeles.  California 


G.  Schoepfer  Inc. 

Sales  of  Glass  &  Plastic  Eyes 

New  York,  New  York 


Textile  Innovations,  Ltd. 
Textile  Converter 
New  York,  New  York 


Vision  World 
Retail  Optical  Store 
Jamaica,  New  York 


Blue  Willow  Farm 
Horse  Boarding/Training 
Patterson,  New  York 


Hub  Cap  Annie 

New  &  Used  Hub  Cap  Sales 

Seattle, 


Desi 
Interio 
New  Yor 


itter  Glass  Group 
ss  Blower 
igo,  lllinq 


Artistic  Sign 
Sign  &  Banner 
Chicago,  Illinois 


Peace  Museum 

Art 

Chicago,  Illinois 

Rent-A-Wreck 

Car  Rental 

Los  Angeles,  California 

Strata  Flotation 
Waterbed  Flotation 
Torrance,  California 


Mill  Race  Inn 
Restaurant 

va,  Illinois 


Time  After  Time 

Vintage  Apparel 

Los  Angeles,  California 


Cassidy  &  Corrigan,  Inc. 
Insurance  Agency 
Whippany,  New  Jersey 


ConsumerSur  veys 
search 
h  Heights^RTnois 


From  the  Washington  Shoe 
Company  in  Seattle,  Washington,  to 
Warwick  Catering  of  Philadelphia, 
Pennsylvania.  AT&T  wants  you  back.  If 
your  business  left  AT&T;  but  didn't  save 
what  you  had  hoped.  If  you  miss  AT&T's 
fast  connections  for  calls  and  faxes.  If 
you  prefer  AT&T  operator  assistance  for 
international  calls.  If  you  simply  think 
AT&T's  quality  is  better.  Now  you  can 
afford  to  come  back. 

AT&T  PRO"  WATS.  A  discount 
plan  that  gives  you  AT&T  quality  at 
very  competitive  prices— 4%  to  19% 
off  our  regular  rates*  These  discounts 
apply  to  all  domestic,  international 
and  AT&T  Calling  Card  calls  that  are 
direct-dialed.  With  our  competitive 
prices,  now  you  can  choose  long 
distance  service  purely  on  the  basis  of 
who's  best.  And  for  most  businesses, 
that's  no  contest. 

There's  more.  Switch  now,  and 
we'll  even  give  you  one  moan  of  long 
distance  service  free** One  call  is  all  it 
takes  to  switch— there's  no  downtime, 
no  hassles,  no  new  lines  or 
equipment. 

For  every  business  in  America 
that  doesn't  want  to  settle  for  second 
best.  We  want  you  back. 

Call  1  800  222-0400  today 


Neon  Design 

Neon  Lighting  &  Signs 

Chicago,  Illinois 


Dean  &  Defuca 
Specialty  Foods 
New  York,  New  York 


Marie  Bervas 
Clothing  Manufacturer 
Los  Angel«,  California 

Encore  Travel,  Inc. 
Travel  Agency 
Brooklyn,  New  York 


Pottery  Manufacturing 
Pottery  Manufacturer 
Gardena,  California 


Let  There  Be  Neon  City 
Neon  Designs 
New  York,  New  York 


Advertising  Flag  Company 
Flag  &  Banner  Company 
Chicago,  Illinois 


Bonnie  Flower  Shbps,  Inc. 

Florist 

Chicago,  Illinois 


AT&T 

The  right  choice. 
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ComputerLand  is  still  a  huge  company  but 
barely  profitable.  Can  it  adapt  to  the 
new  era  in  computer  retailing? 

Retailing 
without  shelves 


By  Kathleen  K.  Wiegner 

ComputerLand  Inc.  and  the  com- 
puter retailing  industry  it  once  led  are 
only  16  years  old,  but  in  that  time  they 
have  been  through  three  evolutionary 
eras.  The  first  was  the  hobbyist  era. 
This  began  with  William  Millard's 
first  ComputerLand  store  (then 
called  Computer  Shack),  in  1976;  the 
business  was  selling  computer  parts  in 
plastic  bags  to  electronics  nerds. 

That  hobbyist  approach  changed 
drastically  with  the  introduction  of 
the  IBM  PC  a  decade  ago,  bringing  on 
the  gravy  train  era:  rapid  expansion 
and  lush  profit  margins.  At  its  peak, 
Millard's  privately  held  Pleasanton, 
Calif. -based  chain  probably  made  him 
a  billionaire. 

The  lush  era,  too,  passed.  Now 
conventional  computer  retailers  are  in 
a  battle  for  survival  against  discount 
computer  superstores  and  mail-order 
outfits  like  Dell  Computer  and  Gate- 
way 2000. 

How  is  ComputerLand  managing 
amid  all  this  turmoil?  It  is  surviving 
but  not  prospering.  Last  year  the 
chain  had  around  $3  billion  in  retail 
sales  at  its  637  franchised  stores  and 
company-owned  stores,  but  the  busi- 
ness was  barely  profitable.  The  parent 
company  netted  a  slim  $6  million  on 
revenues,  largely  royalty  payments,  of 
S424  million. 

To  regain  profitability,  the  parent 
has  begun  a  drastic  restructuring.  On 
the  way  out,  says  ComputerLand 
Chief  Executive  William  Tauscher,  is 
ComputerLand's  typical  store  in  a 
high-rent  location  with  attentive  sales 
mk\  support  Staff.  In  its  place  will  be  a 
strategy  that  makes  this  business  less 
like  specialty  retailing  ,\\u\  more  like, 
of  all  things,  pharmaceutical  whole 


ComputerLand's  Wiiliam  Tauscher 
Abandoning  the  company's  historic 
niche  to  sell  to  large  corporations. 


saling,  says  Tauscher. 

The  odd  analog)'  may  have  some- 
thing to  do  with  Tauscher's  previous 
job  running  the  wholesale  drug  dis- 
tributor FoxMeyer  Corp.,  but  it  is  not 
entirely  farfetched.  Future  computer 
retailing  is  going  to  be  more  like 
wholesale  than  retail.  Says  Tauscher 
about  the  new  ComputerLand:  "We 
don't  have  a  price  advantage  or  an 
equipment  advantage.  What  we  do 
have  is  a  cost  advantage."  Today 
Tauscher  can  deliver  an  order  for  just 
1 0%  of  the  sales  price  versus  20%  a  year 
or  so  ago. 

To   adapt   to   this   wholesale   ap- 
proach, ComputerLand  has  convert 
ed  franchised  operations  in  about  20 
major  cities  by  buying  out  the  franchi 
sees  and  replacing  them  with  compa 
ny- owned   sales  offices  that   deal   in 
volume  sales  to  medium  and  big  CUS 
tomers.  '*We  are  pretty  much  out  of 
the  walk  in  business,"  says  Tauscher. 
"The  shelves  are  gone."  Tauscher  has 


not  abandoned  the  walk-in  computer 
store  altogether;  it  has  a  role,  he  says, 
in  small  cities.  At  the  other  extreme, 
he  is  experimenting  with  a  33,000- 
square-foot  superstore  in  Adanta  that 
opened  Labor  Day. 

ComputerLand  handles  all  its  or- 
ders from  three  warehouses.  At  its 
200,000-square-foot  Indianapolis 
operation,  a  mere  68  people  will  fill 
about  SI  billion  in  orders  from  Com- 
puterLand branches  next  year.  This 
includes  configuring  each  order  to 
customer  specifications — that  is,  in- 
stalling the  hard  drives,  the  graphics 
cards  and  the  operating  software.  Or- 
ders are  then  shipped  directiy  to  the 
customer  within  two  days  by  a  con- 
trolled contract  trucking  line  hooked 
to  ComputerLand's  computers.  This 
automation  has  also  enabled 
Tauscher  to  shrink  inventory  at  the 
branches  to  just  demonstration 
models. 

The  acquisition  of  Nynex  Business 
Centers  earlier  this  year  for  SI 50  mil- 
lion in  preferred  stock  and  cash  |  giv- 
ing Nynex  a  2 1%  equity  stake  in  Com- 
puterLand) presents  a  different  kind 
of  challenge.  Those  stores,  situated 
on  the  East  Coast,  deliver  access  to 
some  big  corporate  accounts,  but  in- 
tegrating Nynex's  moneylosing  oper- 
ations has  taken  longer  than  Tauscher 
anticipated. 

Tauscher  came  to  the  company  in 
1987,  when  he  and  a  group  of  in\ 
tors  including  E.M.  Warburg  Pincus 
&  Co.  bought  a  controlling  stake  in 
ComputerLand  from  Millard  for  S81 
million,  after  the  founder  had  been 
ousted     by    rebellious     franchise 
Tauscher's  investors,  including  War 
burg  Pincus  and  Nynex,  would  no 
doubt  dearly  love  to  take  some  cash 
out  of  this  venture.  Tauscher's  first 
plan  to  take  ComputerLand  public 
fell  apart  in  1988  when  the  market  did 
not    come    up    with    the    multiple 
Tauscher  was  looking  tor. 

Now     lie's    talking    about    Hying 
again.  This  fiscal  year,  ended  Sept    ; 
ComputerLand's  parent  should 
around  S20  million,  or  about  SI  a 
share,  on  revenues  o(  $540  million. 
"We  believe  we  deserve  a  multiple  in 
the  teens,"  s.ns   Tauscher.  who  per 
sonalty  owns  7.6%  of  the  stock.  Given 
the    turmoil    in   computer   retailing, 
that  could  be  one  of  Tauscher's  hard 
est  sells  i  IB 


340 


Forbes  ■  November  11.  1^1 


Satisfy  your  hunger 
for  more 
productivity...for  less! 

PCs.  Workstations.  Even  mainframes.  You've  spent 
millions  to  give  everyone  in  your  company 
some  kind  of  computer.  And  productivity  still  keeps 
going  down!  Now  what?  Do  you  scrap  everything 
and  start  over?  Or  do  you  call  Data  General  to  finally 
profit  from  your  expensive  computers? 
Our  AViiON  System-mainframe  power  that  fits 
in  a  pizza  box-can  quickly  and  af  fordably  increase 
productivity  for  much  lower  costs.  With  an  AViiON 
server  and  software,  your  PCs,  Macs,  terminals, 
workstations  and  networks-whether  you  have  10, 
100, 1,000  or  more-can  work  together  as  a  team. 
And  with  a  starting  price  of  under  $100,000  you'll 
save  $4  million  or  more  compared  to  a  huge 
mainframe's  price.  Finally,  you  can  enjoy  all  the 
productivity  you  were  promised  from  computers. 
And  it's  as  easy  as  ordering  pizza. 

Ca"  1-800-DATA  GEN 

Data  General 


The  AViiON  System. 
m  *y~  'SJ>/V&000      Mainframe  power  that 

fits  in  a  pizza  box. 
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Data  General 


Life  just  got 
awhole  lot  easier! 


AViiON  is  a  trademark  of  Data  General. 

Mac  is  a  registered  trademark  of  Apple  Computer. 

©1991  Data  General 
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Snap-in  software 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


Objects  are  all  the  rage  in  computer- 
land.  Microsoft  promises  a  new  ob- 
ject-oriented operating  system;  Sun 
has  announced  one;  Apple  and  IBM 
have  taken  the  death-defying  leap  of 
forming  a  joint  venture  to  build  one. 

For  all  the  fuss  being  made,  I  ven- 
ture that  this  is  a  battle  over  yester- 
day's turf.  By  the  time  these  new 
operating  systems  are  available,  they 
won't  matter  anymore,  much  the  way 
computer  brand  names  almost  don't 
matter  now.  An  operating  system  is 
really  just  the  underpinnings  of  a  use- 
ful tool;  it  manages  the  computer  but 
doesn't  do  anything  particularly  use- 
ful (or  unique)  for  the  user.  Better  to 
think  of  it  as  merely  an  extension  of 
the  hardware. 

The  value  of  hardware  brand  names 
has  dropped  rapidly  over  the  last  few 
years,  although  Compaq  and  IBM  and 
some  other  vendors  retain  enough 
cachet  to  command  slight  premiums. 
This  is  what  I  predict  will  happen  to 
operating  systems  someday. 

Yes,  the  first  vendors  to  market 
with  the  new  operating  systems  will 
have  a  slight  advantage — just  as  the 
first  vendors  with  a  486-based  PC 
did — but  it  will  be  a  fleeting  edge. 
The  reason  has  to  do  with  the  techni- 
cal nature  of  objects  and  with  custom- 
ers' pressure  for  "openness.*' 

First  let's  consider  objects.  The  rel- 
evant point  is  that  they're  modular: 
Instead  of  a  single  program  (opeiai 
ing  system  or  application),  you  get 
your  software  as  a  collection  of  ob 
jects.  Consider  them  snap  together 
parts,  instead  of  a  single  piece.  Well, 
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what  gets  snapped  together  can  also 
get  snapped  apart.  Thus,  once  an 
operating  system  is  object-oriented,  it 
can  be  made  of  parts  that  may  not 
come  from  the  same  vendor. 

A  case  in  point  is  Lotus'  new  Open 
Messaging  Interface,  which  is  essen- 
tially a  standard  for  a  snap-in  mail  kit. 
Last  year  Lotus  considered  buying 
Novell,  the  network  operating  system 
company,  and  competing  with  Mi- 
crosoft that  way.  This  year,  older  and 
smarter,  and  less  willing  to  splurge, 
Lotus  is  competing  with  Microsoft 
with  a  flank  attack,  targeting  just  one 
module  of  territory — electronic  mail. 

Thus,  whatever  wondrous  operat- 
ing systems  Microsoft,  Apple/iBM 
and  Sun  come  up  with,  they  leave 
themselves  open  to  being  picked  apart 
piece  by  piece,  object  by  object,  by 
competitors  who  specialize  in  a  par- 
ticular area  of  the  operating  system. 

Couldn't  the  vendor  of  an  operat- 
ing system  wall  it  off  from  competing 
suppliers  of  snap-in  modules,  more  or 
less  the  way  Nintendo  has  walled  off 
its  game  players  from  competing  sup- 
pliers of  game  cartridges?  The  vendor 
might  try,  but  the  customers  might 
not  stand  for  it.  This  is  what  the 
fascination  with  openness  is  all  about. 
Customers  want  to  be  able  to  switch 
from  one  product  to  a  competing 
item  without  disruption. 

Imagine  what  would  happen  if 
Sony  made  CD  changers  that  could 
play  only  Sony  CDs.  Far  from  locking 
up  the  CD  market  for  its  own  rock 
stars,  it  might  find  customers  desert- 
ing both  its  hardware  and  its  CDs. 

Openness  is  espoused  most  avidly 
by  second-tier  vendors,  like  Data 
General  (see  story,  p.  336).  The  more 
freely  portable  a  user's  investment  in 
software,  the  more  easily  that  user  can 
be  persuaded  to  switch  to  Data  Gen- 
eral s  products  from,  say,  LBM's.  This 
push  for  openness  explains  why  Unix, 
a  very  portable  operating  system  that 
runs  on  many  brands  of  hardware,  has 
been  so  popular  of  late  among  COTDO 
rate  users 

The  classic  operating  system  for 
personal  computers,  Microsoft's  Ms 


DOS,  isn't  entirely  open,  but  at  least  it 
has  always  been  available  on  just 
about  every  brand  of  personal  com- 
puter. The  next  generation  of  operat- 
ing systems  will  be  even  more  open. 
Every  operating  system  vendor  prom- 
ises to  follow  Microsoft's  example  and 
make  its  product  available  to  a  multi- 
tude of  hardware  vendors.  In  addi- 
tion, the  "modules"  from  which  the 
operating  system  is  constructed  will 
be  open,  so  that  other  suppliers  are 
free  to  add  their  own  enhancements, 
such  as  file  management,  electronic 
mail  and  "friendly"  interfaces. 

The  operating  system  vendor  who 
attempts  to  close  out  competing  sup- 
pliers of  enhancements  runs  the  risk  of 
losing  business  to  rival  operating  sys- 
tems. Unix  is  the  obvious  choice  for 
customers,  since  it's  controlled  by  a 
consortium  and  is  available  at  low 
prices.  But  it  isn't  the  only  choice. 
You  could  also  get  Windows  NT  from 
Microsoft  or  Pink  from  IBM  or  Apple. 
Each  of  these  vendors  will  vie  to 
attract  all  the  preferred  snap-in  parts. 
Moreover,  anyone  offering,  say,  a 
mail  service  is  likely  to  offer  it  on  all 
the  major  operating  systems — so  that 
no  one  will  have  a  particular  advan- 
tage in  electronic  mail,  in  file  manage- 
ment or  in  any  other  area. 

Maybe  it  won't  all  be  quite  so 
simple  or  elegant.  There  will  be  lead- 
ers and  followers,  just  as  in  hardware. 
But  just  as  in  hardware,  the  basic 
business  is  likely  to  be  extremely  com- 
petitive and  fragmented. 

Who  wins?  Hardware  and  now  op- 
erating systems  will  be  competi; 
businesses.  Yes,  you'll  probably  j 
decent  margins  if  you  do  a  great  job 
(and  you'll  go  out  of  business  if  \  ou're 
careless).  You  just  won't  get  to  be  a 
Microsoft — not  even  if  you  start  out 
as  Microsoft. 

The  real  winners  are  likely  to  be  the 
systems  integrators,  who  will  know 
what  to  do  with  all  this  stuff.  You  can 
be  sure  they'll  charge  the  customers  I 
hefty  price  for  their  wisdom.  But  if 

they  can  put  all  these  modules  togeth- 
er to  deliver  useful  systems,  custom 
will  be  happy  to  pa\  ■ 
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Introducing  Borland's  Unified  Solution 
for  Paradox,  dBASE  and  InterBase 


The  future  of  dBASE 

Simply  stated,  we're  com- 
mitted to  revitalizing  dBASE08: 
delivering  more  power,  more 
flexibility  and  better  support 
to  the  whole  community  of 
dBASE  users.  We  are  using 
our  object-oriented  develop- 
ment techniques  to  accelerate 
releases  and  add  substantial 
new  features.  We're  adding 
new  SQL  server  links,  event 
handling  and  object-oriented 
extensions  to  the  dBASE 
language. 

Soon,  as  quickly  as  1992, 
you'll  see  a  new  dBASE  for 
Windows  and  DOS,  as  well 
as  compilers  that  generate 
fast,  tight  code.  All  based  on 
Borland's  proven  technologies, 
all  compatible  with  the  existing  dBASE 
standard.  That's  the  Borland  commitment  to 
the  dBASE  community! 

The  future  of  Paradox 

Paradox®  is  entering  the  world  of  objects. 
We're  evolving  PAL'U  and  all  the  Paradox 
interactive  design  tools.  Using  our  leading 
edge  object-oriented  technology,  you'll 
be  able  to  visually  create  sophisticated 
Windows  applications.  Instantly.  We'll  also 
be  introducing  revolutionary  database- 
publishing  tools  as  well  as  powerful  new 
data-modeling  capabilities.  More  than  ever, 
Paradox  gives  you  instant  database  power  on 
Windows  or  DOS. 

InterBase,  the  database  server 
of  the  '90s 

InterBase™  is  the  first  relational  database 
server  to  satisfy  the  demands  of  online 
complex  processing.  The  kind  of  real-world 
applications  used  in  finance,  banking  and 
manufacturing.  Designed  for  optimal  per- 
formance in  multi-platform  networks, 
InterBase  provides  features  targeted  at  the 
needs  of  highly  complex  database  applica- 
tions in  dynamic,  distributed  environments. 
InterBase  is  the  clear  technology  leader  with 
advances  such  as  true  peer-to-peer  architec- 
ture, highly  efficient  event  alerters,  "smart" 
automatic  two-phase  commit  and  rollback, 
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Borland's  object-oriented  architecture  will  allow  Windows  versions  ot  Paradox,  dBASE 
Quatlro  Pro  to  work  together  in  enterprise-wide  information  systems,  giving  you 
instant  access  to  more  types  of  data. 
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"By  bringing  two  database 
platforms  under  one  strong 
management  and  support  orga- 
nization, Borland  is  providing  a 
unified  solution  to  our  current 
database  needs." 

-  Carl  Hane,  Group  Leader 

Micro  Applications  Systems 

MCI  International,  Inc. 

"Now  we  know  that  dBASE  will 
have  a  bright  future  in  Borland's 

hands."  -Adam  Green 


Borland, 

leader  in  customer 

satisfaction 

J.D.  Power  and  Associates 
just  ranked  Borland  "Best 
application  software  in 
customer  satisfaction  in 
Small  to  Medium-sized 
Businesses."*  Company  for 
company,  technology  for 
technology,  Borland  is  your 
best  choice. 

Borland,  your 

database  partner 

for  the  '90s 

There  you  have  it:  the  best 
technology  and  the  best 
support  from  the  one  com- 
pany that  guarantees  your 
software  investments  now 
and  in  the  future. 


J.D.  POWER  AND  ASSOCIATES 

APPLICATION  SOFTWARE 
CUSTOMER  SATISFACTION  INDEX8" 
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multi-threaded  servers  and  instant  recovery 
from  hardware  failures.  For  Paradox  and 
dBASE  network  users,  InterBase  will  work 
wonders  in  helping  integrate  your  data  from 
the  desktop  to  the  mainframe.  All  with 
unprecedented  simplicity. 

Borland,  the  technology  leader 

Borland  is  the  pioneer  of  object-oriented 
technology.  We're  now  at  the  forefront  of 
32-bit  computing.  What  this  all  means  to 
you:  more  power,  more  performance  and 
lower  support  costs.  And  that's  why  IBM 
and  Novell  have  picked  Borland  as  a 
strategic  partner. 


IBM 


NOVELL© 


BORLAND 

Software  Craftsmanship 


Choose  Paradox,  dBASE  and  InterBase 
today  and  join  the  thousands  of  corporations 
worldwide  who  have  discovered  the  Borland 
advantage. 

Special  offer  to  database  users 

Buy  either  Paradox  or  dBASE  right  now, 
and  get  your  passport  to  upgrade  to  the 
Windows  version  of  the  same  product  for 
only$13995!t 

And,  to  inaugurate  the  new  era  of  dBASE 
from  Borland  we're  making  this  special, 
limited-time  offer.  Purchase  dBASE  from 
any  dealer  between  October  14, 1991,  and 
January  31, 1992,  and  get  a  $100  manufac- 
turer's rebate. 

See  your  dealer  today  or 
call  1-800-568-9092  for 
rebate  information! 
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For  years  Stan  Hubbard  has  been  predicting  great 
things  for  direct  broadcast  satellites.  Is  he 
finally  about  to  be  proved  right? 

Stan  Hubbard's 
giant  footprint 


By  Graham  Button 

Stanley  S.  Hubbard,  proprietor  of 
Hubbard  Broadcasting,  Inc.,  a  televi- 
sion and  radio  station  group  based  in 
Minneapolis,  may  be  the  country's 
truest  believer  in  satellite-to-home 
broadcasting,  so-called  direct  broad- 
cast satellites.  "You're  not  going  to  be 
able  to  stop  DBS,"  says  Hubbard,  who 
now  intends  to  have  a  DBS  system  up 
and  running  as  early  as  November 
1993.  "It's  going  to  be  television  all 
over  again,  and  it's  going  to  have  an 
absolutely  huge  impact  on  our  life  and 
on  our  country." 

If  this  sounds  familiar,  that's  be- 
cause it  is.  Few  technologies  have 
disappointed  their  advocates  to  the 
extent  that  direct  satellite  broadcast- 
ing has.  The  most  notable  failure 


involved  Communications  Satellite 
Corp.,  the  public  corporation  created 
by  Congress  in  1962  to  initiate  com- 
mercial space  communications.  After 
years  of  unsuccessful  attempts  to  land 
partners,  Comsat  pulled  the  plug  on 
its  satellite  TV  venture  in  1984. 

Another  big  flame-out  was  United 
Satellite  Communications,  a  venture 
backed  by  Prudential  Insurance,  Gen- 
eral Instrument  and  shopping  center 
developer         Francesco  Galesi. 

Launched  in  1983  to  provide  movies 
and  other  programming  to  homes  in 
uncabled  areas,  the  consortium  had 
fewer  than  10,000  subscribers  by  the 
time  it  filed  for  bankruptcy  two  years 
later.  Prudential  alone  reportedly  lost 
nearly  $70  million  on  the  debacle. 


Most  recently  there  was  Sky  Cable, 
a  venture  backed  by  Hughes,  General 
Electric's  nbc,  cable  operator  Ca- 
blevision  Systems  and  Rupert  Mur- 
doch's News  Corp.  Sky  Cable's  plan, 
which  envisioned  four  Hughes  satel- 
lites delivering  100-plus  channels  of 
programming  to  U.S.  homes,  was  too 
much  to  bite  off  all  at  once.  The 
partners  gave  up  in  June. 

Stanley  Hubbard,  too,  has  been 
premature  in  his  claims  for  direct 
broadcast  satellite  technology.  In 
1981  Hubbard  promised  that  by  the 
mid-1980s  he  would  have  a  satellite 
above  the  equator,  beaming  shows 
into  homes  across  the  U.S.  The  bird 
still  isn't  up  there. 

Hubbard's  1981  satellite  plan  was 
for  a  three -channel,  advertiser- sup- 
ported service  that  would  beam  pro- 
gramming directly  to  the  home  as  well 
as  to  affiliated  television  stations  for 
rebroadcast.  By  1984  Hubbard  had 
modified  his  plan.  That  year  he  ob- 
tained an  option  to  buy  two  RCA 
satellites,  enough  to  offer  six  channels 
of  programming.  The  service  was  to 
be  supported  by  a  mix  of  advertising, 
subscription  and  pay-per-view  dol- 
lars. Projected  launch  date:  1988. 

Hubbard  then  ran  into  trouble  lin- 
ing up  financing.  But  the  delay  this 
caused  him  was  a  blessing  in  disguise. 
That's  because  the  economics  of  sat 
ellite-to-home  entertainment  took  a 
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Entertainment  from  the  sky 

This  diagram  shows  six  of  the  eight  orbital  slots  the 
Federal  Communications  Commission  has  set 
aside  for  high-powered  direct  broadcast 
satellites.  Like  all  communications  sat- 
ellites, these  birds  will  orbit  22,300 
miles  above  the  equator,  keeping 
their  positions  fixed  in  relation 
to  the  ground. 

Of  the  three  locations  from 
which  satellite  broadcasts 
can  reach  the  entire  contigu- 
ous U.S.,  the  one  at  101  de- 
grees west  longitude  is  the 
best.  At  that  slot,  Hughes  is 
licensed  to  operate  27  tran- 
sponders; Hubbard,  5. 
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Whatever  form  it  takes,  GRiDPAD*  can  handle  data  collection  better 
than  the  paper  you're  using  now.  Read  on  and  we  think  you'll  agree. 

Say  you're  writing  up  a  work  order  or  filling  out  an  inspection  form. 
With  GRiDPAD,  you  can  enter  printed  handwriting.  Capture  a  signature 
for  authorization.  Even  draw  and  display  graphics.  All  with  the  touch  of 
a  pen,  just  as  you  would  with  paper. 

But  GRiDPAD  goes  beyond  paper  to  help  you  complete  your  forms 
faster  and  more  accurately.  GRiDPAD  reduces  mistakes  by  telling  you  if 
you've  missed  something.  Add  a  GRiDBarpen"  and  you  can  read  bar- 
codes, cutting  the  time  it  takes  to  enter  stocking  numbers. 

And  when  it  comes  to  processing  that  order,  simply  download  it  to 


your  office  PC  or  corporate  mainframe.  You'll  save  time  and  prevent 
the  mistakes  that  come  with  re-entering  data. 

In  fact,  GRiDPAD  is  so  efficient  that  you  can  gain  an  hour  or  more 
each  day.  For  everything  from  inspections  and  vehicle  I.D.  to  inventory 
control  and  materials  management.  And  since  GRiDPAD  runs 
MS-DOSfyou  can  develop  and  modify  applications  quickly  and  easily. 

So  if  you  want  to  speed  up  your  data  collection  and  save 
some  paper  in  the  process, 
call  1-800-222-GRiD  for  more 
information  on  GRiDPAD. 
It's  the  shape  of  forms  to  come. 
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ATandy  Company 


To  sign  up  for  a  free  pen  computing  seminar  in  your  area,  call  (800)  222-GRiD. 

GRiD  and  GRiDPAO  are  registered  trademarks  and  GfliOBarpen  is  a  trademark  of  GRiD  Systems  Corporation  MS-DOS  is  a  registered  trademark  of  Microsoft  Corporation 
©  1991.  GRiD  Systems  Corporation  47211  Lakeview  Blvd.  PO  Box  5003.  Fremont.  CA  94537-5003. 
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Concorde  jetliners  would  be  in  for 
rough  landings  were  it  not  for  Akzo's 
Crystex"  insoluble  sulfur.  This  additive 
makes  it  possible  to  reinforce  rubber 
with  steel  or  synthetic  fibers. 

Thafs  how  high  performance  radial 


tires  are  made  that  endure  high  speeds 
and  hard  shocks.  And  bounce  back  in 
shape  again  and  again.  Tires  for  tractors. 
Formula  1  racing  cars  and  aircraft 
Even   bicycle  tires  use  some  Crystex 
additives  in  their  construction. 


Without  this  Crystex    product  th«, 
tires  on  a  Concorde  landing  gear  simply 
wouldn't  be  feasible.  They  would  need 
replacement  after  every  touch-down. 

Creating  specialty  chemicals  from 
commodities   such   as   sulfur,   sand. 


•te.  -jBk 


ktallow  and  coconut  oil  is  an  important 
field  of  work  for  Akzo.  But  certainly  not 
our  only  one. 

With  some  65,000  people  in 
50  countries,  we  are  among  the  world's 
largest  companies  active  in  chemicals, 


fibers,  coatings,  salt  and  health  care.  For 
more  information  please  write  to  Akzo 
America  Inc.,  Corp.  Comm.  Dept  (CO),  300 
South  Riverside  Plaza,  Chicago,  II.  60606. 

CREATING  THE  RIGHT  CHEMISTRY 


AKZO 


SCIENCE  &  TECHNOLOGY 


compelling  turn  only  recently,  with 
the  development  of  digital  compres- 
sion. This  technology  makes  it  possi- 
ble to  squeeze  three  or  more  TV  sig- 
nals into  the  space  hitherto  consumed 
by  one  (Forbes,  Oct.  14).  It's  like 
quadrupling  the  population  of  an  acre 
of  land  by  inventing  high-rise  apart- 
ment buildings. 

At  the  same  time,  the  development 
of  higher-powered  satellites  made  it 
possible  to  broadcast  to  much  small- 
er, user-installable  antenna  dishes. 

In  the  meantime,  Japan  offered  a 
case  study  of  a  working  system.  In 
1987  nhk,  the  government-support- 
ed broadcaster,  launched  a  two- chan- 
nel high-power  satellite.  Already  over 
4  million,  or  12%,  of  Japanese  house- 
holds receive  the  service;  the  total 
should  hit  10  million  by  1995. 

Hubbard  Broadcasting  is  provid- 


ing more  than  75%  of  the  equity  for 
United  States  Satellite  Broadcasting. 
So  far,  the  partners  include  Nation- 
wide Mutual  Insurance,  Pittway 
Corp.,  the  fire  alarm  company,  and 
longtime  media  investor  Burt  Harris. 

In  June  ussb  put  down  S50  million 
on  a  SlOO-million-plus  deal  to  buy 
capacity  on  a  satellite  to  be  built  and 
launched  by  General  Motors'  Hughes 
Aircraft.  Hughes  is  responsible  for 
integrating  all  the  electronics,  includ- 
ing the  crucial  compression  algo- 
rithms, ussb  will  own  5  of  the  bird's 
16  broadcasting  transponders. 
Hughes  has  a  variety  of  options  for  its 
11,  from  selling  some  of  them  to 
leasing  capacity  by  the  hour  to  joint 
venturing  with  programmers. 

Hubbard  intends  to  offer  pay-per- 
view  movies  and  subscription  fare 
akin  to  cable's  Home  Box  Office.  He 


also  promises  that  there  will  be  at  least 
two  free,  advertiser- supported  chan- 
nels. In  other  words,  his  subscribers 
will  pay  no  equivalent  of  a  basic  cable 
TV  fee,  which  can  run  S20  a  month. 
Hubbard  says  the  service  will  be 
switched  on  no  later  than  summer 
1994,  and  be  profitable  by  1996. 

At  120  watts  each,  the  transpon- 
ders on  the  Hughes/Hubbard  bird 
will  be  capable  of  delivering  high- 
quality  digitized  signals  to  homes 
equipped  with  18-inch  antennas. 
Each  transponder  will  broadcast  on  a 
24-megahertz  slice  of  the  so-called 
Ku  band,  an  electromagnetic  frontier 
situated  between  12.2  and  12.7  giga- 
hertz, up  in  microwave  territory.  By 
contrast,  conventional,  ground- based 
television  inhabits  a  much  more  set- 
tled region  of  the  spectrum  between 
54  and  806  megahertz.  (A  megahertz 


Stanley  S.  Hubbard 
with  satellite  dishes 
"DBS  is  going  to 
have  an  absolutely 
huge  impact  on 
our  life  and  on  our 
country." 
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You  INVESTED  MILLIONS 

in  your  COMPUTERS. 

This  FREE  BOOK  will  help 

you  SAVE  //. 


I.S.  planning?  We  wouldn't  be 
surprised  if  this  is  one  book  you 
won't  be  able  to  put  down. 

Because  it  not  only  shows  you 
how  to  protect  your  past  invest- 
ments in  Bull,  IBM?  DEC*  and 
other  vendor  systems. 

It  gives  you  a  comprehensive 
•  inside  look  on  how  to  enhance  them. 

Introducing  the 

Distributed  Computing 

Model. 

The  Distributed  Computing 
Model  is  our  blueprint  for  systems 
integration. 

Using  this  architecture,  we  can 
connect  your  different  networks. 

And  get  applications  based  on 
one  standard  to  run  with  applica- 
tions based  on  another. 

So  instead  of  being  hamstrung 
by  one  technology,  you  can  take 
advantage  of  many. 

Buying  and  using  the  best  solu- 
tion no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
work  both  today  and  tomorrow. 


DistrlbiJtBtj 


C°mputtr 


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

"Where  do  I  start?  What  products 
do  I  use?  How  fast  should  I  go?" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


[current  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-23  3-BULL. 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 

we'll  rush  you  our  free  book. 

1 

Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 

Name 
Company 


Address 


City 


Worldwide 

Information 

Systems 


Bull      if 


Scate 


Zip 


IBM  is  o  registered  trodemoHi  of  me  International  Business  Mochines  Corporation.  DEC  is  o  registered  trodemork  of  the  Digitol  Equipment  Corporation  ©  I9°l  BULL  HN  Information  Systems  Inc 


-<8H 


,/i;*TJ:A- *" 


SCIENCE  a  TECHNOLOG 


refers  to  a  signal  that  oscillates  1 
million  times  per  second.) 

Without  compression,  a  transpon- 
der could  earn'  only  one  television 
channel.  But,  thanks  to  compression, 
Hubbard's  group  is  guaranteed  a 
minimum  of  three  television  channels 
per  transponder.  Moreover,  movies, 
which  are  filmed  at  24  frames  per 
second,  contain  less  information  than 
a  videotaped  sitcom  or  news  show. 
Thus,  Hubbard  will  have  the  option 
of  broadcasting  at  least  six  movie 
channels  from  a  single  transponder. 
So,  depending  on  how  its  transpon- 
ders are  configured,  the  Hughes/ 
Hubbard  satellite  will  probably  carry 
50  to  80  channels. 

The  upfront  costs  of  this  technol- 
ogy are  deceptively  large.  By  launch 
date,  Hubbard  and  his  partners  will 


True,  most  of  the  U.S.  homes  suit- 
able for  cable  have  already  been  wired. 
It  is  also  true  that  Hubbard's  first 
customers  will  have  to  pay  around 
$700  for  the  receiving  equipment. 
But  that  price  could  be  recouped  in  a 
few  years  if  the  satellite  customer  can 
get  by  without  a  $240-a-year  cable 
service.  Moreover,  many  cable  sub- 
scribers are  fed  up  with  poor  service. 
Direct  broadcast  satellites,  in  short, 
will  be  a  strong  antidote  to  the  mo- 
nopolistic pricing  and  servicing  prac- 
tices of  the  country's  cable  operators. 

If  satellite-to-home  entertainment 
does  ultimately  succeed,  it  will  do  so 
largely  because  of  its  ability  to  make 
niche  programming  available  on  a 
mass  scale.  The  Hughes/Hubbard 
satellite  footprint  will  cover  the  entire 
country,  so  small  pockets  of  interest  in 


Dishes  on  sale  at 
Tokyo  appliance  store 
One  good  reason 
the  Japanese  cable 
industry  is  in  bad 
shape. 


have  invested  over  $300  million,  in- 
cluding programming  costs.  At  that 
point,  it  won't  have  a  single  subscrib- 
er. On  the  other  hand,  it  will  instanta- 
neously be  available  to  every  televi- 
sion household  in  America  willing  to 
buy  the  receiving  equipment  (the  an- 
tenna and  a  decoder  box  ). 

Think  of  the  economics  this  way: 
With  around  100  million  households 
in  the  U.S.,  Hubbard's  cost  to  access 
each  household  works  out  to  about 
$3.  A  cable  operator,  by  contrast, 
would  pay  $200  to  $300,  on  average, 
to  pass  new  homes  with  cable.  "I 
don't  know  of  anything  that  com 
petes  [with  nus|  for  raw  cost  per  unit 
of  delivery,*'  says  Richard  Hodman, 
senior  vice  president  of  corporate 
strategy  and  development  at  \ i\  i . 


communities    can    be    aggregated. 
Hubbard  offers  this  example: 

"If  you've  got  750,000  people- 
willing  to  pay  $5  a  week  to  watch 
symphonies,  that's  $195  million  [in 
revenue].  And  the  people  who  bin 
that  dish  to  watch  symphonies  arc 
available  for  other  programming. " 

High  definition  television  is  anoth- 
er niche.  It  may  be  a  long  while  before 
owners  of  ground  TV  stations  mu\ 
cable  systems  have  enough  high  defi 
nition  customers  in  their  backyards  to 
justify  spending  millions  on  new 
HDTV  transmission  equipment.  But 
Hubbard  says  that  because  he  can 
reach  every  prospective  buyer  of  an 
HDTV  set  in  the  entire  country,  it  will 
be  economical  for  USSB  to  offer  HDTV 
transmissions  from  day  one. 


Ground  television  stations,  which 
have  already  lost  audience  share  to 
cable  and  vcrs,  are  further  threatened 
by  DBS  technology.  But  the  cable 
industry  should  be  worried,  too.  Says 
Delbert  Smith,  an  attorney  in  Wash- 
ington, D.C.  who  represents  satellite 
license  applicants:  "I  believe  that  as 
soon  as  a  high-powered  DBS  system  is 
operational  in  the  United  States,  the 
cable  television  companies,  as  you  and 
I  know  them,  will  be  out  of  business  in 
less  than  four  years." 

That's  an  exaggeration,  of  course, 
but  there  is  a  grain  of  truth  in  it. 
Forward-looking  cable  companies  are 
installing  fiber-optic  cable,  to  vastly 
increase  channel  capacity  and  the 
amount  of  data  they  can  send  to  home 
telecomputers,  and  to  hasten  the  day 
of  interactive  television.  But  this  tech- 
nology batde  will  be  very  cosdy  to  the 
cable  operators — who  already  face 
much  higher  maintenance  costs  than 
do  satellite  owners. 

Tele-Communications  Inc.,  the 
huge  multisystem  cable  operator,  is 
dabbling  in  direct  broadcast  satellite 
technology.  In  February  1990  TCI 
invested  in  Primestar,  a  DBS  service 
which  targets  rural  households  that 
are  too  isolated  for  cable  companies  to 
wire.  Primestar  has  been  broadcasting 
for  a  year  now,  but  is  believed  to  have 
fewer  than  10,000  subscribers,  and  it 
needs  around  300,000  subscribers  to 
break  even. 

However,  there  is  a  key  difference 
between  Primestar  and  the  Hughes/ 
Hubbard  system.  Because  Primestar 
uses  a  less  powerful  satellite  and 
broadcasts  from  a  different  frequency, 
the  11 -channel  sen  ice  depends  on 
bulky  receiv  ing  antennas  that  have  to 
be  installed  by  professionals. 

Further  hedging  its  technological 
bets,  hi  has  applied  for  a  high  pom 
er  satellite  to  home     license    of    its 
own    It's  ,\  smart  move.   The  R  C  has 
set  aside  onlv  eight  spins  at  the  ccjua 
tor  for  U.S.  owned  DBS  satellites,  and 
onlv  three  ofthesc  eight  are  at  longi 
tudes  that  will  enable  them  to  reach 
the  entire  contiguous  I    s    V.  each  of 
the  eight  slots,  the  FCC  is  permitting  a 
maximum  of  32  transpoiuk 

In  other  words,  u  1  wants  a  pic* 
this    scarce    celestial    resource.    Stan 
1  hibbard.with  license  in  hand  and  his 
system  almost  set  to  go,  already  has 
lus  seat  at  the  table.  §■ 
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This  new  business  lineup  includes  an  F-2B,  Boeing  757,  DC-10,  and  Boeing  747. 

Look  who's  coming  to  Lockheed. 

Leveraging  skills  proven  on  more  than  200,000  aircraft, 
Lockheed  is  now  the  most  experienced  and  fastest-growing  aircraft 
maintenance  and  modification  company  in  the  world.  New  airline  customers 
come  to  Lockheed  centers  every  day. 

Forecasts  say  the  world's  commercial  fleet  will  grow  by  as 
much  as  50%,  and  existing  commercial  and  military  fleets  will  be  used 
longer.  That  means  a  bigger  market,  and  the  opportunity  for  Lockheed  to 
grow  stronger  in  this  thriving  service  industry.  One  example:  a  new 
partnership  agreement  with  Japan  Airlines  will  help  fill  the  bays  with  747s  at 
our  newest  center  in  San  Bernardino,  California. 

Establishing  leadership  positions  on  existing  capabilities  is  a 
cornerstone  of  Lockheed's  plan  to  build  shareholder  value  and  create  the 
premier  aerospace  company  in  the  world. 


^^Lockheed 

Watch  NOVA  on  PBS,  Tuesdays  at  8  p.m. 
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Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Science  and  technology  stocks  are 
extemely  quick  to  rally  on  positive 
economic  indications,  but  you  might 
miss  this  important  signal  if  you  fol- 
low, say,  the  S&P  500  exclusively, 
where  technology  stock  performance 
is  averaged  into  that  of  the  broad 
market  and  loses  visibility.  To  see  how 
"the  techs"  are  doing  as  a  distinct 
group,  I  suggest  you  occasionally 
check  the  Pacific  Tech — the  Pacific 
Stock  Exchange's  High  Technology 
Index.  This  helpful  index  is  a  pure 
indicator  of  performance  for  the  sci- 
ence and  technology  sector. 

The  Pacific  Tech  index  averages  the 
price  performance  of  100  science  and 
technology  stocks  comprising  a  di- 
verse set  of  company  sizes  and  tech- 
nological specialties.  The  stocks  in- 
cluded in  the  average  are  not  unique 
to  the  Pacific  trading  floor  or  to  the 
San  Francisco  Bay  area  technology 
preserve.  Alongside  the  familiar  over- 
the-counter  computer  stocks  of  Sili- 
con Valley  and  the  biotech  stocks  of 
Thousand  Oaks,  La  Jolla,  Emeryville 
and  the  peninsula,  you  will  find  such 
important  midwestern,  southern  and 
New  York  Exchange  listed  companies 
as  IBM,  Cray  Research,  Texas  Instru- 
ments and  Xerox. 

The  index  value  is  available  from 
any  broker  under  the  ticker  symbol 
I'M  .  You  can  download  to  your  PC 
charts  of  historical  psi  performance 
from  Tclescan  of  Houston  and  other 
database  vendors,  mk\  the  index 
should  soon  be  reported  in  the  final) 


cial  pages  of  most  daily  newspapers. 

The  current  value  of  the  Pacific 
Tech  is  161.  It  rose  steeply  from  a 
January  low  of  around  114  to  a  mid- 
April  high,  where  it  bumped  its  head 
against  a  170  ceiling.  Since  April  the 
index  has  been  swinging  up  and  down 
in  a  15 -point  range,  approximately 
centered  on  values  near  156.  In  prac- 
tical terms,  this  means  the  technology 
group  did  not  really  progress  much, 
on  average,  from  February  through 
early  October,  but  thanks  to  an  up- 
ward zoom  in  late  1990,  the  Pacific 
Tech  remains  ahead  of  the  broad  mar- 
ket averages. 

It  is  helpful  to  know  these  facts,  for 
it  is  a  favorite  observation  of  market 
doomsters  that  "the  techs  are  getting 
frothy."  One  might  remark  on  a  few 
striking  recent  examples  of  volatility 
among  the  technology  stocks  (like 
Knowledgeware  or  SciMed,  both  of 
which  took  dives  on  bad  earnings 
reports)  and  agree — yes,  frothy.  Time 
to  sell.  But  it  would  be  a  mistake. 
From  a  glance  at  the  Pacific  Tech,  it 
appears  this  market  has  not  yet  begun 
to  percolate,  let  alone  froth.  On  aver- 
age, the  technology  stocks  have  been 
marking  time  since  spring.  But  what 
about  the  best  of  these  stocks? 

Five  of  the  top  performers  among 
the  index's  100  stocks  are  presented 
in  the  table,  along  with  their  year-to- 
date  performance  and  price.  I  limited 


Top  Pacific  index  gainers 

Company                          Gain           Recent 

price 

Data  General 

Amgen 

Novell 

Ask  Computer 

Biomet 

366.66%       21.00 
195.95         61.50 
129  82         43.00 
121.73          12.75 
108.99         39.50 

Among  the  100  diverse  science  and 
technology  stocks  whose  performance  is 
averaged  into  the  Pacific  Tech  index, 
these  are  the  most  impressive  gainers  so 
far  this  year. 


the  selection  to  stocks  currently  trad- 
ing at  5  or  more. 

Data  General  was  one  of  the  year's 
important  surprises,  a  comeback  story 
for  a  minicomputer  company.  But  the 
number  one  slot  suggests  the  story 
has  been  very  well  told  by  now.  Am- 
gen is  another  old  story.  For  several 
on  this  list,  the  gains  came  as  quantum 
jumps,  pops.  But  for  two  of  these 
stocks,  the  percentage  rate  of  appreci- 
ation appears  to  be  in  the  normal 
course  of  things:  Biomet  and  Novell. 

Novell  is  the  leading  network  oper- 
ating system  vendor.  Analysts  project 
an  earnings-per- share  growth  rate  for 
Novell  on  the  order  of  25%  per  year. 
It  is  one  of  those  stocks  everybody 
seems  to  already  own — and  with 
good  reason.  If  you  are  basically  a  risk- 
averse  investor  but  nevertheless  want 
to  take  a  position  in  high  tech,  buy 
some  Novell  at  prices  under  44. 

Biomet,  a  somewhat  less  familiar 
company,  is  based  in  Warsaw,  Ind.  Its 
business  is  the  manufacture  of  knee 
and  hip  replacement  joints  from  tita- 
nium and  a  cobalt-chrome  alloy. 
Products  like  these  in  the  orthopedic 
surgery  market  accounted  for  58%  of 
Biomet's  1991  sales  of  S210  million. 
The  net  was  S39  million,  or  71  cents 
per  share.  The  price  has  doubled  to 
39 Vi  since  Jan.  1 .  Many  investors  take 
profits  on  a  100%  gain — it  is  a  magic 
number.  But  Biomet  is  a  buy  on  any 
pullbacks  to  around  34. 

A  third   recommendation   is   Ask 
Computer.  The  price  of  this  software 
company  was  deeply  depressed 
around  5)  in  the  aftermath  of  its 
acquisition,  a  year  agc\  of  [ngn 
another  software  company  with  rela 
tional  database  products  competitive 
with  those  of  Oracle.  Aquisitions  are 
COStly  (this  particular  one  cost  SI  15 
million)    and    they    often    turn    out 
badly.  The  stock  has  made  its  come- 
back because  the  acquisition  is  now 
seen  to  be  actuallv  working.  Between 
December  .\nd  June,  Ask  reduced  its 
net  debt  from  $45   million  to  $23 
million.    The    1991    revenues    were 
v>44  million,  with  $132  million  o( 
this  contributed  by  Ingres'  vales   Me 
dian  estimate  tor  next  \ ear's  revenues 
is  $450  million.  Farnmgs  are  just  15 
cents,  but  the  company  is  steadily 
generating  ginnl  cash  Sow,  and  the 
market  has  noticed    Ask  is  a  buy  at 
12  to  14.  "i 
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Ybu're  not  only  looking  at  a  word  processor, 

you're  facing  the  fax. 


Imagine  a  personal  word  processor  that's  MS-DOS®  file  format  compatible  with  your  PC.  One 
that  can  produce  impeccable  reports,  papers  and  spreadsheets.    And  then  actually  fax  them  for  you. 

Well,  you  can  stop  imagining. 

With  a  Smith  Corona  PWP  and  an  affordable  fax/modem  card,  you  can  send  your  work  to  another 
fax  another  PWP  even  an  MS-DOS®  personal  computer. 

Of  course,  Smith  Corona  PWPs  can  also  receive  transmissions,  and  display  them  on  a  VGA® 
resolution  monitor. 

So  if  you're  deciding  on  which  word  processor  to  choose,  face  the  facts- 
there 's  only  one  that  can  also  send  a  fax.  And  you're  looking  right  at  it. 


SMITH 
CORONIV 


TYPEWRITERS  PERSONAL  WORD  PROCESSORS  PERSONAL  COMPUTERS  TYPEWRITERS  TOOLS  FOR  THOUGHT 

For  more  information,  write  to  Smith  Corona  Corp.,  65  Locust  Ave.,  New  Canaan,  CT  06840  or  Smith  Corona  Canada,  440Tapscott  Rd  ,  Scarborough,  Ontario,  Conada  M1B  1Y4. 

Tiputer  and  Software  names  identified  by  ®  or  TM  are  registered  trademarks  ond/or  trademarks  of  their  respective  manufacturers. 


Technology  that  captures  this  kind 
of  moving  target  brilliantly. 


invisible* 


Imagine  trying  to  capture  the  image  of  a  golf 
ball,  l/6000th  of  a  second  alter  being  struck.  With 
the  help  of  a  Hitachi  supercomputer  and  a  Hitachi 
HDTV  (High-Definition  Television)  display,  a 
superior  system  has  been  created  to  allow  a  simu- 
lated vision  to  be  viewed  with  incredible  resolution 
and  clarity. 

This  Supercomputing  Scientific  Visualization 


System  has  vast  implications  in  the  world  ot  indu 
try  as  well  as  the  study  of  Earth's  many  environ- 
mental concerns.  Included  in  this  latter  area  are  tf' 
advances  in  picturing  ozone  depletion  levels. 
simulating  the  effects  of  tsunami  in  the  Pacific 
ocean  and  visualizing  the  water  purification  pn 
for  our  lakes  and  rivers  All  with  a  brilliance  neve 
before  attained 


I  1991  Hitachi  Ltd  fokyo  japan  Ml  rights  reserved  'Simulation  of  a  ball  being  struck  by  a  golf  club  at  650  feet  pei  «e  four  times  faster  dun 


Meanwhile,  a  little  closer  to  home,  Hitachi's 
[mm  video  camera  gives  you  the  opportunity  to 
£cord  images  with  equal  clarity  and  precision.  And 
t  a  width  of  just  2.3  inches  this,  the  world's  thin- 
lest  camcorder,  automatically  regulates  color,  sets 
?:<posure  levels  and  focuses,  to  let  you  concen- 
trate on  a,  more  times  than  not,  moving  target. 

Such  varied  technologies  are  a  good  example  of 


how  Hitachi's  16,000-strong  research  and  develop- 
ment department  is  constantly  working  toward 
bringing  the  world  a  vision  of  the  future. 

For  more  information  about  Hitachi  8mm  video  cameras, 
call  toll-free  1-800 -HITACHI  (Applicable  within  U.S.  only) 

0  HITACHI 
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Looking  for  an  off-the-beaten-path  paradise? 
Try  Australia's  Kangaroo  Island.  The  shopping's 
lousy,  the  discos  nonexistent,  but  the  scenery 
is  spectacular  and  the  flora  and  fauna  unique. 

Land  of  the 
fairy  penguins 


By  Ellen  Paris 

Around  700  miles  due  west  of  Syd- 
ney is  Kangaroo  Island,  one  of  the 
world's  great  paradises  for  water 
sports  enthusiasts  and  naturalists. 

The  scenery  is  spectacular — steep 
sea  cliffs,  aquamarine  water,  white 
sand  beaches,  private  coves,  abundant 
trees  and  flowers,  and  the  scenic 
American  River.  The  climate  is  mild 
most  of  the  year.  Daytime  tempera- 
tures range  from  60  to  80  degrees 
during  March  and  April,  cooling  off 
somewhat  during  the  rainy  months  of 
July  and  August.  By  September  it's  a 
little  warmer  and  it's  the  best  time  to 
catch  the  wildflowers  in  full  bloom. 

Martha's  Vineyard  it  is  not.  Kanga- 
roo Island  has  yet  to  see  a  yogurt 
shop,  Benetton  or  art  gallery.  Instead 
of  hordes  of  tourists,  you'll  find  sea 
lions,  koalas,  emus,  wallabies,  kanga- 
roos, pelicans,  bush  turkeys,  wild 
pigs,  rare  birds  (including  the  glossy- 
black  cockatoo )  and  exotic  plants  and 
flowers.  The  place  hasn't  changed  all 
that  much  from  when  Charles  Darwin 
first  visited  it  in  1836. 

Must-see  attractions  include  Seal 
Bay,  a  white  sand  beach  that  is  home 
to  about  500  rare  Australian  sea  lions. 
These  animals  have  become  so  accus- 
tomed to  humans  that  you  can  walk 
right  up  to  them. 

For  kangaroos.  \  isit  Flinders  Chase 
National  Park.  The  kangaroos  there 
are  tame,  And  you  can  buy  pellets  to 
feed  them.  The  park  is  also  home  to 
colonies  of  shy  koala  bears,  wallabies 
,\nd  platypuses.  Kangaroo  Island  is 
famous  for  its  fairy  penguins,  so  called 
because  of  their  small  si/e  less  than  a 
foot  in  height. 
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Fairy  penguins 

Seen  at  dusk  and  after  dark. 


The  walking  trails  at  Flinders  Chase 
are  ideal  for  bird-watching  and  pho- 
tographing wildflowers.  There  are 
over  700  native  species  of  plant  life  on 
the  island,  and  over  400  of  them  can 
be  found  in  Flinders  Chase. 

Stokes  Bay,  on  the  island's  north 
coast,  has  a  beautiful  white  sand  beach 
surrounded  by  huge  rock  formations. 
To  get  to  it  you  walk  through  a  series 
of  limestone  caverns,  which  bring  you 
OUt  to  an  enclosed  swimming  area. 
It's  an  ideal  afternoon  retreat,  a  great 
place  for  a  picnic.  Sharks  are  occasion 
ally  sighted  in  the  waters  around  Kan 
^\nnt  Island,  but  swimming  is  safe. 

On  the  south  coast  is  Vivonne  Ba\ , 


excellent  for  fishing,  swimming  and 
picnicking.  Nearbv  are  the  Remark- 
able Rocks,  a  group  of  giant  boulders 
that  over  time  have  been  sculpted  by 
the  elements  into  oddly  shaped  forms. 

Little  Sahara  is  so  named  becau ! 
the  row  upon  row  of  spectacular  white 
sand  dunes  surrounded  hv  Australian 
bush.  For  scuba  divers  there  are  at 
least  40  sunken  ships  along  the  is 
land's  coastline.  For  information  con 
tact  Kanganx>  Island  Diving  Safaris. 
Their  U.S.  representative  is  in  Clear 
water,  Fla;  tel.  1  S00  444  2184. 

The  place  is  an  angler's  par.u 
You  can  choose  among  ictt\ ,  surf, 
rock,  river,  boat  and  deep  sea  fishing. 
Salmon,  mullet,  large  flathcad,  crav 
fish,  snapper  .\nd  King  George  whit 
.specially  in  the  American  Ri\er> 
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Remarkable 

Rocks, 

on  the  south  coast 

of  the  island 

A  nature  lover's 

paradise,  but 

don't  look  for 

nightlife. 
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Seal  Bay,  home  to 
rare  Australian 
sea  lions 
So  tame  you 
can  walk  right  up 
to  them. 


can  all  be  found  around  the  island. 

The  island  is  fairly  large  (1,679 
square  miles),  so  there  is  plenty  to  see. 
Much  of  it  has  been  preserved  in 
national  and  conservation  parks.  With 
only  4,200  full-time  residents,  there 
are  few  cars  and  no  traffic.  You  can 
drive  for  20  minutes  and  not  pass 
another  car. 

Of  the  three  small  coastal  towns, 
Kingscote  (pop.  1,400),  a  sleepy 
town  on  Nepcan  Bay,  is  the  largest 
and  the  island's  main  commercial  cen- 
ter. Its  main  street  includes  a  few 
butcher  shops,  a  bakery,  a  real  estate 
office,  a  library,  a  drugstore,  a  health- 
food  store,  a  market  and  a  coffee  shop. 

Kingscote  is  ideal  as  a  base  for  day 
trips  to  the  island's  many  points  of 
interest.      Try     the     Victorian-era 
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CONNOISSEUR 
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It's  comforting  news.  Our 
seats,  with  adjustable  footrests,  are  wider  than  ever  I 

Just  seven  per  row  on  \heffl,  and  6  per  row  on  the ' 
Equally  comforting  is  the  fact  that  many  of  our  new  seat 
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yai  table  on  the  smoke-free  upper  decks  of  our  vast  747  fleet. 

i      i  icing  Connoisseur  Class.^Offered  only  by  United. 
Where  attention  to  detail  elevates  international  business 
to  its  highest  form  of  civility.  Available  now  on  all 


trans-Atlantic  and  most  trans-Pacific  flights.  Come  fly  the 
airline  that's  uniting  the  world.  Come  fly  the  friendly  skies. 


W  UniTGD  AIRLinES 


PERSONAL  AFFAIRS 
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Meat  and  groceries  in  the  mailbox 
Double  duty  for  the  postman. 


Queensclifre  Family  Hotel,  built  in 
1883,  with  lour  poster  beds  in  many 
rooms.  A  double  room  with  a  bath 
starts  at  around  $40.  The  Ozone  Sea 
front,  which  fronts  on  a  quiet  beach,  is 
another  good  ehoiee.  Rates  range 
from  $52  to  $60. 

If  you  fancy  a  view,  the  best  place  to 


stay  is  Wanderers  Rest,  a  small  coun- 
try bed -and -breakfast  on  a  hillside 
above  the  American  River.  It's  run  by 
Pat  and  Geoff  Wright,  who  treat  their 
guests  like  family  friends.  Breakfast 
and  dinner  are  served  in  the  beamed 
dining  room,  which  faces  the  river.  All 
rooms  have  decks  that  look  out  over 
the  trees;  there  is  also  a  hot  tub  and  a 
swimming  pool.  A  pleasant  room 
with  breakfast  for  two  runs  $65. 

Rental  cars  are  available  in  Kings- 
cote.  But  the  best  way  to  see  Kanga- 
roo Island  is  with  a  local  guide  like 
Craig  Wickham,  owner  of  Adventure 
Charters  of  Kangaroo  Island,  operat 
ing  out  of  Wanderers  Rest.  Wickham, 
a  native  of  the  island,  is  a  keen  natural- 
ist and  a  walking  encyclopedia  on 
Kangaroo  Island's  flora,  fauna  and 
sights. 

He'll  tell  you  that  Kangaroo  Island 
was  discovered  by  l'nglish  explorer 
Matthew  Flinders  in  1802  \\\<\  be 
came  the  site  of  South  Australia's  first 
official  settlement  in  1836,  when  a 
boatload  o\'  l'nglish  settlers  arrived 
near  Kingscote. 

Driving  about,  you'll  notice  a  Lot  of 
iceboxes  lining  the  island's  graveled 


On  the  shores  of  the  American  River 
For  the  angler,  King  George  whiting. 


roads.  These  act  as  refrigerated  mail 
boxes,  for  the  mailman  delivers  meat, 
milk  and  other  perishables  along  with 
the  mail. 

Nightlife?  Wrong  island.  The  best 
thing  to  do  is  to  go  on  a  nocturnal 
drive  during  which  you'll  see  hun- 
dreds of  wallabies.  Another  popular 
nighttime  activity  is  looking  for  those 
fairy  penguins,  for  which  the  island  is 
famous.  They  make  their  nests  in  the 
island's  cliff's  and  sand  hills.  You  can 
see  them  at  dusk  and  after  dark  in 
Kingscote  .\nd  the  town  o\  Pcnnc 
shaw.  The  birds  come  ashore  after 
fishing  to  Uw\  their  voting. 

kangaroo  Island  is  c.is\   to  reach. 
There  are  two  half  hour  flights  a  day 
from  Adelaide  (which  is  a  90  minute 
flight  from  Sydne) |.  [here  is  also  a 
fern   from  Cape  Jems,  about  a  90 
minute  drive  from  Adelaide,  which 
takes  about  mi  hour.  For  more  mtoi 
mation  contact    Tourism  South  Alls 
train,  2121  Avenue  of  the  Stars.  Suite 
1210,  Los  Angeles,  Calif  90067;  td 
213  552  2821.  ■ 
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it's  nice  to  hear  a  familiar  voice. 
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The  language  may  be  difficult. 

The  food  may  be  different. 

The  customs  may  be  unfamiliar. 

But  making  a  phone  call  back  to  the 
States  can  be  easy. 

Just  dial  the  special  AT&T  USADirect® 
access  number  tor  the  country  you're  in. 

Within  seconds,  you're  in  touch  with 
an  AT&T  Operator  in  the  U.S.  who  can 
help  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


Hobbi  Coney 
AT&T  Operator 
Pittsburgh,  PA 


So  call  1 800  874-4000  Ext.  415 

for  a  free  information  card  listing  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory. 


AT&T  USADirect' Service. 

\bur  express  connection  to  AT&T  service. 
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AT&T 

The  right  choice. 
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A  long  airplane  ride  used  to  be  a  good  time  to  catch  up 
on  one's  reading.  Thanks  to  notebook  computers, 
it's  now  a  time  to  catch  up  on  office  work. 

Travel 
companions 


Notebook  computers  are  flying  off 
the  shelves,  at  ever  sinking  prices. 
When  first  introduced  last  year,  state- 
of-the-art  notebook  machines 
fetched  about  S6,000.  Now  they  cost 
one-half  to  one-third  as  much. 

Unlike  the  previous  generation  of 
PC  portables  known  as  laptops,  which 
weigh  10  to  15  pounds  and  are  about 
the  size  of  a  briefcase,  notebooks 
weigh  0V2  to  7  pounds  and  slip  easily 
inside  a  briefcase.  And  they  can  be  at 
least  as  powerful  as  desktop  comput- 


ers. Thus  they  can  easily  serve  as  full- 
time  home  computers  as  well  as  trusty 
traveling  companions.  The  only  seri- 
ous drawbacks:  a  smaller  screen, 
smaller  keyboard,  no  color  display. 

(But  color  is  on  the  way.  Compaq 
has  just  introduced  a  color  portable — 
starting  at  SI 0,000  and  weighing  a 
hefty  18  pounds;  AST  is  unveiling  a 
color  notebook  this  month,  starting 
at  S5,000  and  weighing  just  over  7 
pounds.  Other  makers  also  have  color 
models  in  the  works.) 


In  all,  analysts  expect  vendors  will 
sell  295,000  notebook  computers  in 
the  U.S.  this  year.  By  1993  they  fore- 
cast sales  of  575,000  units;  by'l995, 
725,000.  Last  vear,  thev  sold 
125,000. 

Even  Apple  has  gotten  into  the  act, 
with  its  Macintosh  PowerBooks,  in- 
troduced in  late  October.  These  ma- 
chines can  convert  data  from  ma- 
chines using  MS  dos  and  os/2. 

But  shopping  for  a  notebook  com- 
puter can  be  a  bewildering  experi- 
ence. There  are  over  30  different 
brand  names  and  over  100  different 
models  to  choose  from. 

You  can  buy  notebooks  directly 
from  manufacturers,  through  the  mail 
or  through  dealers.  But  even  if  you 
visit  several  dealers,  don't  expect  too 
much  hand-holding.  Margins  are  so 
thin  and  sales  so  brisk  that  salespeople 
often  lack  the  time — and  the  exper- 
tise— to  answer  questions.  "We  don't 
make  recommendations, "  growls  one 
salesman  at  New  York  City's  Park  East 
Computers.  "We  just  sell  it — fast." 
The  harried  salesman  even  steered 
one  inquisitive  shopper  to  j&R  Corn- 


Customers  trying 
tne  wares  at 
a  New  York 
dealership 
Good  prices,  but 
don't  expect  a  lot 
of  hand-holding. 
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YOUR  FIRM 

ARRIVES  IN 

THIS  BOX 


A  corporate  gift  expresses  more  than 
-Z.  JL  gratitude.  It  speaks  volumes  about 
your  firm.  ♦  For  154  years,  firms  have 
expressed  themselves  in  words  only  a 
Tiffany  blue  box  can  say.  Tiffany  gifts  have 
passed  from  CEOs  to  clients.  From 
managements  to  staffs.  They  are  bestowed 
by  everyone  who  prizes  stability  over  caprice, 
substance  over  veneer.  And  who  wishes  to 
send  this  message  in  a  gift  that  is  cherished 
forever.  ♦  To  receive  a  brochure,  or  learn 
more  about  the  rewards  of  a  Tiffany  &  Co. 
corporate  account,  call  800-423-2394. 


TlFFANY&CO. 


PERSONAL  AFFAIRS 


LEFT: 

Compaq's  color 
portable 
RIGHT: 

Apple's  long- 
awaited  Macintosh 
PowerBooks 
New  kids  on 
the  block. 


puter  World,  a  local  competitor, 
where  sales  service  actually  was  better 
but  prices  tended  to  be  a  bit  higher. 

In  other  words,  the  more  you  know 
about  notebook  computers  and  what 
you  intend  to  use  one  for,  the  better 
deal  you  are  likely  to  cut.  With  that  in 
mind,  here  are  some  of  the  more 
important  things  to  consider  before 
you  shop. 

Chip  type.  Most  notebooks  contain 
286  or  386SX  microprocessors,  and 
some  of  the  newest  models  sport  a 
486SX  chip.  The  numbers  refer  to 
Intel  model  numbers.  Think  of  the 
microprocessor  as  the  engine  of  a 
car — V4,  V6  or  V8.  Most  buyers  can 
ignore  the  very  powerful  486,  which 
is  only  for  niche  applications,  such  as 
designing  software  or  working  with 
the  kinds  of  monstrous  spreadsheets  a 
bank  auditor  might  need. 

Notebook    computers    using    the 
386SX  chip  generally  cost  S300  to 
$500  more  than  those  with  286  chips, 
but  the  386SX  has  become  the  chip  of 
choice.  Speed  is  one  reason.  Also,  the 
286  really  isn't  equipped  to  handle 
Microsoft's    now    Windows    applica 
tions.  Even  though  Windows'  useful 
ness  on  a  notebook  is  limited  because 
of  the  small,  monochromatic  screen, 
if  you've  already  got  Windows  soft 
ware  and  are  used  to  it,  you'll  proba 
hlv  want  it  on  your  notebook.  And 
most  new  software  being  written  to 
day  assumes  vou've  got  a  good  pro 

cessor  like  the  386SX. 

Hut  a  286  machine  can  be  tine  it 


you  intend  to  use  a  notebook  for  fairly 
simple  tasks — word  processing,  say, 
or  keeping  basic  business  or  personal 
records. 

Disk  storage.  This  is  your  file  cabi- 
net. Most  experts  recommend  at  least 
40  megabytes  (MB)  of  hard  disk  stor- 
age on  386SX  machines.  (That's 
enough  to  run  Windows.)  The  addi- 
tional cost  of  40MB  versus  20MB  can 
be  as  little  as  S200.  The  extra  storage 
can  come  in  handy,  especially  if  you 
intend  to  use  your  notebook  at  home 
as  well  as  on  the  road.  But  if  a  286 
machine  meets  your  needs,  20MB  is 
probably  adequate.  No  need  to  pay 
another  $500  or  so  for  storage  you 
don't  need. 

Megahertz.  This  is  a  measure  of  how 
fast  the  microprocessor  works.  Most 
386SX  machines  run  at  16MHz  or 
20MHz;  a  few  at  25MHz.  Faster  is 
better  but  not  crucial. 
Memory.  With  a  386SX,  you  should 
have  at  least  2MB  of  ram  (random 
access  memory)-  You'll  need  that 
much  to  operate  Windows,  for  exam- 
ple. Remember:  You  can  always  add 
more  RAM  later,  at  a  cost  of  S250  or  so 
per  MB.  Beware  of  URAM  scam" — 
being  shamed  by  a  salesperson  into 
buying  more  RAM  capacity  than  you 
really  need.  It's  like  buying  a  four- 
door  car  w  hen  you  have  no  kids. 

If  von  can  get  by  with  a  2Xr»  ma 
chine,  you  probably  need  only  1 
megabyte  of  ram. 

let's  strike  a  quick  balance.   For 
straightforward  word  processing  mu\ 


other  simple  functions,  a  notebook 
with  a  286  chip,  with  20MB  of  disk 
storage  and  1MB  of  ram  should  do 
the  trick.  For  more  advanced  business 
users,  however,  a  386SX  with  40MB 
of  storage  and  2MB  of  memory  is  in 
order. 

Now  we  come  to  the  tricky  part — 
the  options.  Floppy  disk  drive?  It's 
better  to  have  one;  most  do.  Graph- 
ics? Most  notebooks  come  with  VGA 
graphics,  the  dominant  industry  stan- 
dard. If  you  intend  to  use  your  ma- 
chine for  a  lot  of  graphic  display  w  ork, 
consider  a  machine  with  32  or  more 
gray  scales;  16  is  standard. 

Screen  size?  Ideally,  10  inches  diag- 
onally, but  9  inches  isn't  bad. 

Batten,-  power?  Most  machines  of- 
fer at  least  2M>  to  3  hours  of  running 
time  before  needing  a  recharge.  Oth- 
ers provide  4  hours  or  more.  A  hand- 
ful offer  only  2  hours.  You'll  generally 
pav  accordingly.  But  also  note  the 
recharge  time.  Some  can  take  8  hours 
to  recharge,  others  only  1 . 

Make  sure  the  notebooks  you  con 
sider  have  the  ports — places  for  plug- 
ging in  accessories — that  you  need. 
Virtually  all  notebooks  have  built-in 
printer  ports,  and  most  will  allow  you 
to  hook  your  notebook  to  a  desktop 
monitor,  so  you  can  use  a  larger 
screen  at  home  or  in  the  office. 

If  you  want  to  use  another  key- 
board with  your  notebook — the 
built-in  keyboard  can  be  a  little 
cramped  if  you  do  a  lot  ot  word 
processing — make  sure  that  is  an 
external  keyboard  port. 

Ifvou  are  a  die  hard  Windows  user, 
you  ma\  also  need  a  port  for  a  moi 
But     some    notebooks    come    with 
pointing  devices  such  as  track  balls, 
which   are    generally   built    into   the 
machine  (as  with  Apple's  notebool 
or  snap  on  the  side    as  with  some  of" 
Texas  Instruments'  machines     They 
can  be  a  lot  more  convenient  to 
than  a  mouse,  especialK  when  vou're 
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We're  so  confident  of  the  Alfa  Romeo  164,  our  warranty 
even  covers  things  we  have  no  control  over. 


As  a  tangible  measure  of  our  confidence  in  the 
Alfa  Romeo  164,  we've  included  a  warranty  that's 
much  more  than  just  a  warranty.  It  covers,  of  course, 
all  the  basics  and  then  some.  But  it  might 
raise  an  eyebrow  to  discover  that  the 
cost  of  installing  your  spare  tire 
while  you're  on  the  road,  or  a 
roadside  service  call  if  you 
run  out  of  gas  is  on  us.  the 
Alfa  Romeo  Assurance 
Program.  Ifs  standard  equip- 
ment on  every  new  164.  Call 
1-800-245WLFA  for  the  dealer 
nearest  you  for  details  and  a  copy 
of  the  limited 
warranty* 

•Emergency  roadside  service  and  trip  interruption 
provided  by  Cross  Country  Motor  Club,  Inc., 
Boston,  MA  02155;  except  in  California,  where 
services  are  provided  by  Cross  Country  Motor 
Club  of  California,  Inc.,  Boston,  MA  02155. 
©1991  Alfa  Romeo  Distributors  of  North  America 
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EVEN  AT  185  MPH,  GOODYEAR  TECHNOLOGY 
CAN  KEEP  YOU  CLINGIN'  IN  THE  RAIN. 


is  all 
that  I  road: 

■ 


The  next  time  you  find 
yourself  caught  on  the  road 
under  a  thundercloud,  think 
about  this: 

Nobody  knows  more  about 
wet  weather  traction  than 
Goodyear. 

That's  because  Goodyear 
has  spent  years  of  research,  years  of  testing, 
and  millions  of  dollars  in  development  finding 
the  best  way  to  keep  your  tires  in  touch  with  the 
pavement  in  the  rain. 

The  result  has  been  a  series  of  milestone 
achievements. 

It  was  Goodyear  that  created  the  racing  tire  that 
holds  a  Formula  One  car  to  a  wet  track  at  speeds 
in  excess  of  185  mph. 

It  was  Good)    ir  that  first  pioneered  the  all- 
season  tire  some  '4  years  ago.  And  today,  there 
are  fourth  generation  Goodyear  all-season  tin 


The  Invicta  radial  family. 

How  well  have  they  proved  themseh  t 

Well  enough  to  impress  some  of  the  toughest 
and  best  critics.  The  engineers  who  design  cars 
like  the  Chrysler  Town  &:  Country, 
Lexus  LS  400,  Buick  Park  Avenue  Ultra 
and  Toyota  Camry  V6. 

They've  chosen  Invicta  radials  as 
original  equipment  for  those  cars.  And 
for  the  best  of  reasons. 

Goodyear  Invicta  radials  were  chosen 
after  rigorous  comparisons  with  other 
makes  of  tires.  On  a  minimum  of  12  dif- 
ferent factors,  including  tread  wear,  n 
durability  and  wet  traction. 

Which  is  something  to  consider  the 
next  time  you  replace  your  tires. 

Goodyear  Invicta  radials.  For  long-lasting  wet 
weather  traction  year-round.  Even  it  you  never 
drive  over  65  mph. 


SLIPPERY 
WHEN  WET 


Invicta  radials 
passed  over  10  million 

miles  of  tests  with 

flying  colors.  In  both 

wet  and  dry. 


At  signs  of  trouble, 

Goodyear  all-season 

Invicta  radials  pull 

through  for  you. 


rammmrti 


The  steel-belted  radial 

construction  and  all-season 

compound  of  the  Invicta 

GS  mean  lasting  value. 


The  right  rain  gear  for 

the  contents  of  your  car: 

Goodyear  Invicta  GS. 


Everybody  always  talks  about  the  weather. 
Goodyear  has  done  something  about  it. 


Toyota  Camry  V6 


Buick  Park  Avenue  Ultra 


Chrysler  Town  &  Country 

You'll  find  Invicta  GS,  GL  or  GA(L)  radials  on 
some  of  the  best  vehicles  in  America.  One 
reason:  their  wet  weather  ability. 
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Goodyear  wins 
the  most  important 
tests  of  all. 


GOODVYEAR 


THE  BEST  TIRES  IN  THE  WORLD  HAVE  GOODYEAR  WRITTEN  ALL  OVER  THEM 


■  I 


PERSONAL  AFFAIRS 


sitting  on  a  train  or  plane. 

An  increasingly  popular  option  for 
notebook  computers  is  a  communica- 
tions modem.  There  are  three  basic 
choices-:  those  that  send  and  receive 
data  only,  those  that  can  send  faxes 
only  and  those  that  can  both  send  and 


receive  faxes. 

Note:  If  you  have  a  cellular  phone, 
you  can  hook  it  up  to  your  modem. 
NEC  even  sells  complete  cellular  work- 
stations— a  notebook  computer  with 
an  internal  fax  modem  and  a  state-of- 
the-art  cellular  phone,  packaged  in 


Kicking  the  keyboards 


Here's  a  list  of  major  notebook  computer  makers  with  phone  numbers  you  can  use  to 
get  brochures  on  products,  the  names  of  nearby  dealers  or,  in  the  case  of  mail-order 
manufacturers,  to  order  a  machine  directly. 

The  exact  price  you  pay  depends  on  exactly  what  specifications  you  want- 
processor,  disk  capacity,  memory,  etc.— and,  often,  where  you  buy.  In  some  ways, 
it's  like  buying  a  car— the  final  price  depends  on  how  you  accessorize;  some 
manufacturers  include  software  and  other  options  in  the  basic  price,  others  don't. 

Note,  too,  that  notebooks  are  deeply  discounted  by  dealers  but  not  mail-order 
manufacturers.  Use  dealer  list  prices  only  as  a  very  rough  guide;  discounts  up  to  40% 
are  common.  The  street  price  for  many  basic  386SX  notebooks  at  dealers  is  now 
below  $2,000.  As  with  cars,  it  pays  to  shop— and  to  know  exactly  what  you  want. 


Name 

How  sold 

Telephone 

List  price, 
386SX* 

Comments 

Acer 

Dealers 

800-733-2237 

$3,345 

1MB  RAM 

Altima 

Dealers 

800-356-9990 

2,999 

1MB  RAM 

Apple 

Dealers 

800-538-9696 

3.1991 

Introduced  Oct.  21,  1991 

ARC 

Mail 

800-346-3272 

1,995 

Cheapest  mail-order  machine 

AST 

Dealers 

800-727-4278 

2,395 

Prices  cut  Oct.  17,  1991 

AT&T 

Dealers 

800-247-1212 

4,749 

Comes  with  modem 

Compaq 

Dealers 

800-231-0900 

4,799 

60MB  hard  drive 

CompuAdd 

Own  stores,  mai 

800-333-2429 

2,395 

60MB  hard  drive 

Dell 

Mail,  stores 

800-426-5150 

2,648 

Excellent  support 

Digital 

Dealers,  mail 

800-344-4825 

4,745 

60MB  hard  drive 

Epson 

Dealers 

800-922-8911 

1,989 

3.5MB  RAM,  prices  recently  cut 

Everex 

Dealers 

800-821-0806 

2,799 

1MB  RAM 

GRiD2 

Direct 

800-222-4743 

3,850 

80MB  hard  drive 

Hyundai 

Dealers 

800-627-7978 

2,695 

Limited  distribution 

IBM 

Dealers 

800-426-9292 

3,995 

60MB  hard  drive3 

Leading  Edge 

Dealers 

800-874-3340 

2,799 

Daewoo  subsidiary 

Librex 

Dealers 

800-248-4880 

3,299 

4MB  RAM 

Magnavox 

Dealers 

800-722-6224 

3,199 

1MB  RAM;  built-in  fax  modem 

NCR 

Dealers,  direct 

800-225-5627 

4,595 

60MB  hard  drive 

NEC 

Dealers 

800-632-4636 

3,599 

Notebook  pioneer 

Northgate 

Mail 

800-828-6125 

2,199 

1MB  RAM 

Panasonic 

Dealers 

800-742-8086 

3,499 

1MB  RAM;  60MB  hard  drive 

Samsung 

Dealers 

800-624-8999 

2,599 

1MB  RAM 

Sanyo 

Dealers 

800-524-0047 

3,749 

Makes  machines  for  Everex,  Zeos 

Sharp 

Dealers 

800-237-4277 

3,799 

Strong  distribution 

Tandon 

Dealers 

800-800-8850 

2,495 

•  Also  sold  direct 

Tandy 

Radio  Shack 

817-390-3011 

3,299 

1MB  RAM;  60MB  hard  drive 

Texas  Inst 

Dealers 

800-527-3500 

2,799 

Very  hot  seller 

Toshiba 

Dealers 

800-999-4273 

4,199 

Worldwide  market  leader  in 
notebooks,  laptops 

Zenith  Data 

Dealers 

800-523-9393 

3,999 

60MB  hard  drive 

Zeos 

Mail 

800-423-5891 

2,290 

1MB  RAM;  60MB  hard  drive 

'Includes  2MB  RAM,  40MB  hard  drive,  unioss  otherwise  noted.    '  Price  is  for  a  PowerBook  140  model,  with  68030 
chip.    2  Tandy  subsidiary.    'Model  is  a  lightweight  laptop,  which  weighs  about  the  same  as  a  notebook. 


one  neat  case. 

The  question  is,  once  you  know 
what  you  want  in  a  machine,  how 
should  you  buy  it — through  a  dealer 
or  through  the  mail? 

If  you  are  looking  for  a  household 
name  in  computers — AST,  AT&T, 
Compaq,  Digital  Equipment,  Epson, 
IBM,  nec,  Sharp,  Panasonic,  Texas 
Instruments,  Toshiba,  Zenith  Data, 
etc. — shop  among  dealers  for  the  best 
prices,  service  and  support.  (Manu- 
facturers will  supply  the  names  of 
nearby  dealers.) 

But  note  this  well:  While  some  ven- 
dors support  their  machines,  others 
leave  it  to  dealers.  And  some  dealers 
don't  want  to  get  too  involved  with 
service.  Ifyou  have  a  problem,  the  dealer 
might  just  tell  you  to  send  it  back  to  the 
manufacturer.  It  could  be  a  month  or 
longer  before  you  get  your  machine 
back.  And  whatever  you  do,  don't  buy  a 
computer — notebook  or  otherwise — 
from  a  fly-by-night  manufacturer.  If  it's 
a  brand  you've  never  heard  of,  check  it 
out  with  a  computer  nerd. 

Mail-order  manufacturers,  con- 
trary to  what  you  might  think,  will 
probably  charge  you  more  for  their 
machines  than  you  will  pay  for  a  com- 
parable notebook  sold  through  deal 
ers.  But  the  mail-order  merchants  also 
tend  to  provide  better  sen  ice.  Major 
mail-order  suppliers — CompuAdd, 
Dell,  Northgate,  Zeos,  etc. — offer 
such  things  as  in- home  or  in -office 
service,  toll-free  service  numbers,  30 
day  money- back  guarantees  and  one- 
year  warranties. 

Just  as  accessories  are  often  ncgo 
tiable  when  you  buy  a  car,  software  is 
often  used  as  a  sweetener  in  selling 
computers.  Most  vendors  include 
DOS  with  the  machines,  of  course.  Rut 
some  retailers  will  include  other  pop 
ular  softw  are  programs  free,  or  at  a  cut 
rate.  But  don't  buy  an  inferior  ma- 
chine just  because  of  the  software 
thrown  in. 

lor  a  recent  rundown  on  all  the 
notebook    computers    available,    in 
eluding  list  .\n\.\  discount  prices,  deal 
ers,  mail  order  add  nmen 

dations,  accessories,  etc.,  send  tor  a 
copy  of  the  luK  August  notebook 
computer  guide  published  by  What  to 
Buy,  I  nc.  350  Theodore  1'remd  A 
Rye,  N  \  L0580;  $21,  including 
shipping  (800  247  218 

\\  <.;  i   mk\  David Stu  ib 
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seLecTioNs 


re  you  a  music  lover,  but  one  who  doesn't  necessarily  know  a  whole  lot  about  high-tech  audio  equip- 
ment? Before  you  walk  into  a  hi-fi  store,  ready  to  invest  in  a  state-of-the-art  stereo  system,  there  are  a 
few  factors  you'll  need  to  consider.  The  first  thing  you  will  encounter  is  an  amazingly  knowledgeable 
salesperson  who  will  want  to  know  what  kind  of  music  you  like,  how  big  your  home  is,  how  much  you 
want  to  spend  and  whether  you  have  any  children.  And,  after  you  get  past  that  hurdle,  you'll  need  to  do 
some  serious  listening  with  your  favorite  kind  of  music.  But  before  you  venture  into  the  store,  here  are  a  few  tips  from 
the  experts  so  you  know  where  to  begin  the  search  for  your  ideal  audio  system. 

To  help  you  get  started,  we've  drawn  up  some  guidelines  based  on  the  kind  of  music  you  prefer.  Let's  face  it:  Classical 
enthusiasts,  jazz  connoisseurs  and  closet  rock  'n'  rollers  all  have  different  sonic  needs,  and  no  one  system  can  cover 
them  all.  In  the  following  pages,  you'll  find  our  recommendations  for  three  very  different  configurations  of  stereo  gear, 
along  with  some  strategically  chosen  new  compact  discs  in  several  music  categories.  Sound  selections,  indeed. 


You've  never 
heard  it  so  good. 

Ford  was  the  first  car  maker  to  offer  compact  disc  capa- 
bility in  our  high  performance  automotive  sound  systems.  It's 
not  surprising  that  for  1991,  no  other  car  company  has  more 
ways  for  you  to  enjoy  the  wide-open  sound  of  compact  discs 

You'll  also  find  advanced  technical  features  like  dynamic 
range  compression  for  optimum  listening  pleasure  no 
matter  what  the  road  or  driving  conditions  may  be. 


0 


- 
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Dealer  Installed  Ten  CD  Changer* 


And  our  popular  ten  CD  changer  allows  you  the  conve- 
nience and  freedom  of  over  ten  hours  of  your  favorite 
"traveling  music"  without  ever  having  to  handle  a  compact  | 
disc  while  driving. 


Compact  Disc  Radio* 


Compact  Disc  Player* 

You  can  arrange  for  an  audition  at  your  local  Ford  or 
Lincoln-Mercury  dealer;  bring  your  favorite  CD  for  a 
test-listen  and  we  think  you'll  agree  that  "you've  ne . 
heard  it  so  good." 

•Ford  Compsd  Disc  Systems  ire  options!  on  select  Ford.  Mercury  »nd  Lincoln  vcK 


<%£<* 


AUDIO  SYSTEMS 

The  Sound  of  Quality 


i 


VERTISEMENT  3 

iOUND 

eiecnoNs 


fynton  Marsalis: 
•  VandardTime, 
01.2- 

itimacy  Calling 
Columbia) 
his  recording  should 
ach  the  status  of  a 
ommon  American  house- 

Iold  commodity.  Trumpeter  Wynton  Marsalis 
.ucceeds  on  every  level,  and  the  sonic  rendering 
if  the  six  instruments  —  especially  Marcus 
Roberts'  piano  —  is  wonderfully  exact  and,  at 
imes,  astonishing. 


McCoy  Tyner 

Quartet: 

New  York  Reunion 

(Chesky) 

The  cover  says  it  all: 

Pianist  McCoy  Tyner  is 

reunited  with  saxophonist 

Joe  Henderson  after  20 

years,  accompanied  by  Ron  Carter  on  bass  and 

Al  Foster  on  drums.  Chesky  Records'  128-times 

oversampled  recording  (utilizing  "minimalist 

miking  techniques"  and  "vacuum  tube  logic" 

electronics)  is  one  profoundly  natural-sounding 

presentation  of  an  acoustic  jazz  quartet. 


AZ1 


Manhattan  Transfer: 
Offbeat  of  Avenues 
(Columbia) 

Rich  with  urban  cool  and 

sassy  swing,  Manhattan 

Transfer  continues  to 

define  the  art  of  vocal 

music.  The  quartet's 

unmistakable  sound  is  as  impressive  on  ballads  as 

it  is  on  upbeat  Brazilian-flavored  numbers:  This 

delightful  set  will  appeal  to  pop  and  jazz  fans  alike. 


The  Harper  Brothers: 

Artistry 

(Verve) 

Focused,  laid-back, 
refined,  rigorous  — we've 
almost  run  out  of  superla- 
tives to  describe  this  one. 
With  Philip  Harper  on 

trumpet,  brother  Winard  on  drums  and  a  skilled 
selection  of  young,  talented  associates,  Artistry 
provides  a  satisfying  excursion  through  modern 
mainstream  jazz. 


What  comes  to  mind  when  you  think 
of  jazz?  If  you're  like  us,  jazz  means  dark  and 
smoky  nightclubs,  patrons  huddled  around 
crowded  tables,  hushed  late-night  conversa- 
tion, and  a  small  group  of  musicians  sweating 
it  out  on  stage.  Sure,  there  are  times  when  you 
want  to  kick  up  your  heels  to  the  buoyant 
sounds  of  a  big  band,  but  most  jazz  is  enjoyed 
alone  or  with  close  friends  in  an  informal, 
familiar  setting.  While  it  would  be  ludicrous  to 
suggest  that  a  stereo  system  can  be  specifi- 
cally designed  to  play  jazz — or  any  other  type 
of  music,  for  that  matter — certain  sonic  and 
aesthetic  characteristics  accompany  and  define 
each  style.  To  that  end,  you're  going  to  need  a 
stereo  system  that  lends  itself  to  intimacy  one 
in  which  transparency,  depth  and  naturalism 
are  given  first  order.  You  're  going  to  need  a 
stereo  system  with  soul. 


he  S/DA-490t  CD  player  from  Carver  represents  the  classic  (vacuum 
tubes)  and  the  contemporary  (one-bit  digital-to-analog  conversion) 
working  togetherto  create  rich,  warm,  detailed,  accurate,  natural  sound.  In 
addition,  the  unit  features  Carver's  trademark  Soft  EQ  technology,  which  is 
said  to  restore  the  spectral  balance  and  ambient  effects  originally  intended 
by  the  musician  and  recording  engineer.  Add  to  this  a  remote  control,  24-track 
programmability,  handy  taping  and  editing  features  and  multiple  digital 
outputs,  and  you  have  a  CD  player  worthy  of  the  Carver  name.  [$699.95] 


Adcom  is  a  purely  American  consumer  audio 
company  that  designs  high-performance,  high- 
value  gear  down  to  the  most  critical  component  parts 
and  last  audiophile  detail.  Its  GTP-500II  preamp/tuner 
is  one  of  its  masterpieces,  offering  solid,  smooth 
controls  and  outstanding  sonic  detail,  even  in  AM/FM 
modes.  With  optional  add-on  sensors  it  can  operate 
an  expanded,  multi-room  system.  The  GFA-555II  is  an 
updated  version  of  the  firm's  critically  acclaimed  GFA- 
555  power  amplifier,  one  of  the  bestselling  amps  of 
all  time.  At  200  watts  per  channel,  this  high-current 
machine  delivers  all  the  necessary  power  and 
clarity  you'd  ever  need  in  an  amplifier  — and  more. 
[GTP-500II:  $599.95/GFA-555ll:  $799.95] 

Canadian  loudspeaker  manufacturer 
Paradigm  builds  its  speakers  to  re-create 
live  musical  events  in  your  living  room.  The  new 
11se  Mkll  is  engineered  for  musical  accuracy  and  a 
neutral  spectral  balance  —  neither  too  much  nor  too 
little  of  any  group  of  frequencies.  It's  a  music  lover's 
speaker,  remarkably  free  from  coloration,  with 
deep,  tight  and  powerful  bass,  as  well  as  excellent 
sound  stage  and  image  placement.  [$899] 


A. 


Special  Offer  from  CD  Review,  Forbes,  and  Ford  Audio 

Greatest  Hits 

from  RCA  Victor 


You  pay  only  $3.79  for  postage  and  handling 

Greatest  Hits  sampler  from  a  major  new 
RCA  Victor  CD  series.  You  get  thirteen 
full-length  tracks  that'll  whet  your  appetite 
for  this  exceptional  new  classical  library. 
It's  a  Major  Flash! 

JL  6S!  It's  the  best  way  for  you  to  audition  an  exciting  new  series  of  full- 
length  CDs  from  RCA  Victor's  incredible  catalog. 

Wily  iT  Every  month  CD  Review  readers  are  offered  Major  Flash  music 
collections.  Each  features  up  to  16  full-length  tracks  by  major  recording  artists. 
The  $3.79  postage  and  handling  fee  is  the  same  for  each  CD,  no  strings  attached. 

This  exclusive  offer  is  now  available  to  the  readers  of  Forbes  who  will  be 

receiving  this  Sound  Selections  special  section. 

H  O  W  P  To  get  your  free  CD  from  CD  Review,  simply  call  1-800-254- 
8458,  or  send  a  check  to  FREE  CD,  70  Rte.  202N,  Peterborough,  NH  03458. 

There '  S  More  !  CD  Review  also  offers  Free  (postage  and 
handling  only)  CD  samplers  from  independent  record  labels.  This  collection  is 
called  the  Adventures  In  Music  series-fantastic  music  that  you  won't  hear  on 
the  radio.  The  most  unique  music  sampling  program  in  .America!  Order  the 
next  15  for  only  $49.95.  Call  1-800-234-8458. 

One  More  Important  Xhing! 

You  can  participate  in  all  of  the  Free  CD  music  programs,  plus  get 
more  than  100  music  reviews,  previews  of  the  newest  and  best  in  audio 
equipment,  and  interviews  with  your  favorite  artists  when  you  subscribe 
to  CD  Review.  A  full  year  of  CD  Review  is  only  $29.95-and  with  your 
paid  order,  you'll  get  two  absolutely  free  (not  even  postage  and 

handling  costs)  compact  discs  that'll  whet  your  appetite  for  more! 

How:  Call  1-800-234-8458  today. 


Service  Call  1-800-234-8458 


For  your  FREE  Greatest 
Hits  CD  send  this  coupon 
and  a  check  for  S3.79  to: 

FREE  CD,  70  Rte.  202N, 
Peterborough,  NH  03458 


Name 


Address 


City 


btaie 


[3sign  me  up  for  one  year  of  CD  Review  (12  issues)  for  only  $29.95.  Please  include  my  2  FREE  CDs  for  subscribing} 
(For  instant  gratification,  whip  out  your  credit  card  and  call  1-800-234-8458 
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ank  Martin: 

ncerto  for  7  Wind  Instruments,  Timpani, 
mission  and  Strings;  Petite  Symphonie 
ncertante : Ballade  for  Flute,  Strings  and  Piano 
ilharmonia  Virtuosi/Richard  Kapp,  Conductor 
ISS.A.Y  Recordings) 
^wiss-born  Frank  Martin  (1890-1974)  is  an 
•ninently  accessible  composer  guided  by  tonality 
nd  a  natural  gift  for  melody.  Conductor  Richard 
app  shapes  this  deceptively  challenging  music 
Ifith  consistent  restraint  and  clear  purpose. 


W.A.  Mozart: 
77fe  Piano  Concertos 
Malcom  Bilson,  Fortepiano 
The  English  Baroque  Soloists/ 
John  Eliot  Gardiner,  Conductor 
(Archiv/Deutsche  Grammophon) 
One  of  the  benefits  of  the  Mozart  Bicentennial 
is  this  beautiful  boxed  set  of  the  complete  piano 
concertos.  The  nine  CDs  were  recorded  through- 
out the  1980s  by  fortepianist  Malcolm  Bilson  who, 
with  the  English  Baroque  Soloists,  gives  each  of 
these  works  its  own  transcendent  beauty.  Musi- 
cally and  sonically,  it  sets  the  standard  for  the  '90s. 


Mbteica/ 


A  good  classical-oriented  rig  should  deliver 
big,  forthright,  natural  sound,  astounding 
dynamics  and  spectacularly  beautiful  stereo 
imaging.  Since  you're  going  to  be  playing 
everything  from  symphonies  to  string  quartets 
to  soprano  arias,  you'll  need  to  be  able  to 
re-create  the  majesty  of  a  concert  hall  as  well 
as  the  intimacy  of  a  smaller  setting. 


he  Krell  CD-DSP  integrated  compact 
disc  player  would  make  a  great  starting 
point.  The  unit  utilizes  the  company's  propri- 
etary "software-based"  digital  signal  pro- 
cessing, in  which  the  digital  audio  infor- 
mation contained  on  a  CD  is  decoded  by  a 
high-speed  computer  using  advanced  pro- 
gramming. This  technique  is  said  to  yield  a  vivid  sonic  quality  distinguished 
by  its  controlled  deep  bass,  smooth  and  extended  high  frequencies  and 
holographic  imaging.  The  CD-DSP  also  promises  an  unusual  hedge  against 
obsolescence:  While  new  digital  technology  is  continually  being  developed, 
the  software  used  in  the  CD-DSP  can  be  updated  at  relatively  low  cost 
without  returning  the  unit  to  the  factory.  [$3,650] 


A 


cassette  deck  is  vital  to  any  serious 
audio  system,  and  the  Nakamichi 
Dragon's  patented  Auto  Azimuth  Correction 
circuitry  brings  forth  the  full  audio  spectrum 
recorded  on  a  cassette.  The  three-head 
Dragon  uses  three  microprocessors  to 
control  auto  record  pause,  easy  cueing, 
punch-in  recording,  memory  stop/play,  dual-speed  auto  fader  and  record 
mute.  Other  niceties  include  Dolby  B  and  C  noise  reduction,  MPX  and  sub- 
sonic filters  for  even  more  frequency  control  and  wide-range  peak-level 
meters.  [$2,400] 


Capturing  the  incredible  dynamics  of  a  compact  disc  on  a  cassette  poses  some 
interesting  challenges.  Sony  has  addressed  these  with  its  new  line  of  blank  audio 
tape,  CDit.  Each  of  the  eight  cassettes  in  high  bias  (Type  II)  and  metal  (Type  IV)  configura- 
tions is  housed  in  ultra-slim  cases.  The  CD-specific  lengths  are  color-coded  in  red  (54 
minutes),  purple  (74),  aqua  (94)  and  deep  blue  (100).  [$2.29-$4.29] 


Michael  Torke: 

The  Yellow  Pages;  Rust;  Vanada;  Slate; 

Adjustable  Wrench 

,  London  Sinfonietta/Kent  Nagano/David  Miller 
(Argo/London  Records) 
Michael  Torke  is  a  29-year-old  Wisconsin-born 

n  composer  living  in  New  York.  His  ingenious, 
infectious,  strongly  affecting  music  is  an  ener- 
getic, catchy,  fun,  multileveled  combination  of 
classical,  jazz,  rock  and  pop.  He  has  a  three-ballet 
commission  from  the  New  York  City  Ballet  and  a 
multiple-disc  contract  with  London  Records,  and 
many  foresee  his  material  as  the  future  of  classical 
music. 
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Polk  Audio's  flagship  Signature 
Reference  Series  of  loudspeakers 
bears  the  signature  of  its  maker,  Matthew 
Polk.  With  conventional  systems,  your 
ears  each  hear  both  left  and  right  speak- 
ers, which  minimizes  stereo  separation. 
With  Polk's  "True  Stereo"  SDA  technol- 
ogy, each  speaker  radiates  a  canceling 
signal  to  correct  this.  Your  left  ear  hears 
only  the  left  speaker;  your  right  ear  hears 
only  the  right  speaker.  In  the  SRS1.2TL, 
add  to  that  tremendous  bass  and  mid- 
range  response,  pure,  clean  highs  and 
superior  transient  response.  The  result 
is  true  stereo  reproduction,  a  dramatic 
sound  stage  with  pinpoint  imaging 
accuracy  [$1,699.95] 


H 


Counterpoint  has 
been  involved  in 
hybrid  amplifier  technol- 
ogy since  the  mid  70s. 
What  this  means  is  that  the 
firm's  SA-5000/SA-220 
preamplifier/power  ampli- 
fier combination  offers  the 
best  of  both  worlds  — all 
the  sonic  transparency  and 
warmth  that's  come  to  be 
associated  with  tube  amps, 
with  the  precision  and 
lucidity  you  expect  from  a 
solid-state  design.  This 
could  very  well  be  the  last 
amp  you'll  ever  have  to 
purchase.  [SA-5000: 
$3,595/SA-220:$2,995] 


Beethoven: 

,?no  Sonatas  Opp.  109, 110  &  111 
jiihnO'Conor,  Piano 
I      <rc) 

E     lent  Beethoven  pianist  John  O'Conor  pro- 
diu     his  most  elegant  and  deeply  felt  readings 
yet  in  v  liume  six  of  his  continuing  Beethoven 
sonat.t  cycle  His  Hamburg  Steinway  literally  sings 
in  the  near  perfect  acoustic  environment  ot 
Mechanics  Hall  in  Worcester,  Mass. 


HOW  SONY 

AUDIO  TAPE 
CAN  HELP  YOU 

WIN  A  TRIP 

TO  LONDON'S 

HOTTEST 

CONCERT. 

Play  Sony  Recording  Media's 
"Off  to  London"  instant  win  game  and 
you  could  win  the  grand  prize  —  an  eight 
day  trip  for  four  to  the  Prince's  Trust 
concert  in  London,  England.  Complete 
with  concert  tickets,  backstage  passes, 
theater  and  dinner  vouchers,  Pierre 
Cardin  luggage,  a  Sony  camcorder  and 
$2,000  spending  money. 

Look  for  your  chance  to  win  this 
and  other  valuable  prizes  in  specially 
marked  "Off  to  London"  Sony 
audio  and  videotapes. 
And  all  non-prize 
i  pieces  will  earn  you 
^up  to  400  Power  Points 
>r  the  innovative  Sony 
L  Recording  Media 
'Frequent  Buyer" 
program.  Power 
Points  come  in 
packages  of 
Sony  audio 
>e  and 
video- 


tape, and  are  redeemable  for  valuable 
and  exciting  prizes. 

So  enter  the  sweepstakes  where 
everybody  wins  something. 


■ 


SONY  SHAKES  UP  THE 

MUSIC  WORLD  WITH  AN 

AUDIO  TAPE  THAT  DOESN'T. 

Suddenly  other  audio  tapes  are  all  shook  up. 

Because  Sony  has  perfected  a  unique  anti-vibration  shell  that 
absorbs  and  resists  vibrations. 

So  you  hear  more  music  and  less  "noise." 
Try  new  ES  series  audio  tape.  It  brings  music  out  of  its  shell. 


ONLY 

ON 
SONY 

RECORDING  MEDIA 
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Bonnie  Raitt: 
Luck  of  the  Draw 
(Capitol) 

Bonnie  Raitt's  strengths 

—  her  confident  vocals, 

her  slide  guitar  mastery 

and  her  knack  for  making 

passionate,  sensual, 

blues-based  rock  —  are  overflowing  on  this 

follow-up  to  her  multi-Grammy-winning  Nick  of 

Time.  It's  a  stunningly  rich  album  that  confirms 

Raitt  as  a  bona  fide  musical  heroine. 


Natalie  Cole: 

Unforgettable 

(Elektra) 

With  Unforgettable, 
Natalie  Cole  reinforces  her 
credibility  while  beautifully 
immortalizing  her  father, 
the  legendary  Nat  King 

Cole.  Natalie  stunningly  updates  22  of  her  progen- 
itor's most  famous  songs,  and  through  modern 
recording  technology  Nat  and  Natalie  sing  together 
on  the  title  track.  From  liner  notes  to  sonics  and 
everything  in  between,  it  seems  no  expense  was 
spared  to  make  this  album  a  work  of  art. 


Richard  Thompson: 
Rumor  and  Sigh 
(Capitol) 

Richard  Thompson's 

voice  is  a  distinctive 

baritone,  and  his  guitar 

playing  shifts  from  ghostly 

finger-picking  to  poignant, 

biting  leads.  But  it's  his  gift  as  a  songwriter  that 

makes  Rumor  and  Sigh  another  gem  in  a  line  of 

consistently  great  albums. 


Dire  Straits: 
On  Every  Street 
(Warner  Bros.) 

Quitarist/smger/song- 

writer  Mark  Knopfler  and 

company  are  reunited  after 

three  years  on  this  brilliant 

new  album.  While  more 

laid-back  and  introspective  than  the  group's 

previous  efforts,  On  Every  Street  contains  all  the 

superb  musicianship,  spectacular  production  and 

intense,  well-crafted  songs  that  made  Brothers  in 

Arms  an  instant  classic. 


« 


From  bluesy  balladry  and  soft  standards  to 
gritty  guitar  and  urgent  instrumentals,  pop  I 
rock  music  comes  in  all  shapes  and  sizes.  As 
far  as  audio  systems  are  concerned,  sheer 
power  and  force  are  definite  reguirements.  Bui 
you  can 7  stop  there  —  especially  with  today's 
production  standards  and  recording  studio 
technology  If  you're  going  to  re-create  every- 
thing from  the  bombastic  experience  of  a  live 
stadium  concert  to  a  laid-back  acoustic  eve- 
ning at  a  coffeehouse,  you  'II  need  a  system 
that  can  do  just  about  everything.  Diversity  is 
the  name  of  this  game.  ^^m 


The  Nakamichi  CDPIayer2  appears  to  be  quite  conventional,  but  inside 
you'll  find  the  extraordinary  MusicBank  system  —  an  ingenious 
"1  +  6"  stacker  that  lets  you  internally  store  up  to  six  discs  for  fast  access  at 
any  time.  You  can  load,  inspect  or  unload  CDs  via  the  same  single-disc  tray, 
and  you  can  play  any  disc  at  any  time  without  removing  the  other  six.  It's 
quieter  and  faster  than  standard  CD  changers,  and  because  single-disc 
operation  is  the  same  as  on  a  regular  player  regardless  of  how  many  discs 
are  stored,  it  offers  you  the  best  of  both  worlds  —  plus  almost  nine  hours  of 
uninterrupted  music.  [$799] 


ony  has  introduced  a  new  audio/video  receiver  called  the 
STR-GX67ES.  Part  of  the  company's  Elevated  Standard  line  of  com- 
ponents, this  powerhouse  could  become  the  brain  center  of  any  kind  of 
system  you'd  ever  want.  It  allows  you  to  expand  into  home  theater  applica- 
tions, and  if  you  want  more  power  than  the  five-channel  STR-GX67ES 
delivers  — 100  watts  front.  50  center.  25  rear  —  it  has  separate  preamp  and 
amp  inputs  so  you  can  step  up  to  a  larger  system.  Add  to  that  seven  input 
functions,  four  all-digital  Dolby  Pro  Logic  modes,  separate  level  controls  for 
the  center  and  rear  channels  and  source-direct  switching  for  bypassing 
the  front  channel  tone  controls,  and  you  have  a  receiver  to  take  you  well  into 
the  future  and  beyond.  [$650] 

Cerwin-Vega  has  a  reputation  for  being  a  splendid  rock  n'  roll 
speaker  company,  primarily  because  of  the  firm's  attention  to  effi- 
ciency in  its  loudspeakers.  This  means  that  they  don't  need  a  whole  lot  of 
amplifier  power  to  make  them  play  really  loud.  The  three-way  DX-9  certainly 
cranks  out  the  sounds,  but  don't  get  the  idea  itls  |ust  a  volume  machine  It 
can  handle  up  to  400  watts  of  power,  but  produces  distortion-free  bass 
down  about  as  low  as  you  can  go.  a  naturally  smooth  midrange  that  will 
make  vocals  sing  and  a  high  end  that  literally  sizzles  and  soars  [$555]  # 


Written  by  Edward  Murray.  Senior  Editor.  CD  Wevww/Musc  A  Audio  «tv»»ws 

Designed  b>  2amo  Design.  New  Yorii  City 
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COLLECTORS 


Anyone  who  thinks  intellectual  property  battles 
between  Asia  and  the  West  are  new  should  look  into  the 
China  art  trade  of  the  18th  and  19th  centuries. 

Gilbert  Stuart 
versus  the 
Chinese  copycats 


By  Christie  Brown 

Fidelity  Investments  Chairman 
Edward  (Ned)  Johnson  III  belongs 
to  two  select  groups.  One  is  the 
Forbes  list  of  American  billionaires. 
The  other  is  the  handful  of  collectors 
who  treasure  China  trade  art  objects 


from  the  18th  and  19th  centuries.  But 
you  don't  need  millions  to  be  among 
the  latter  group.  All  you  need  is  an 
appreciation  of  history  and  fine  crafts- 
manship, and  a  willingness  to  do  some 
detective  work. 


Johnson  doesn't  like  to  talk  about 
his  collection.  But  it  is  well  known 
among  his  China  art  peers  that  he  is 
one  of  the  genre's  foremost  collectors 
in  the  country'  and  a  principal  benefac- 
tor of  the  Peabody  Museum  of  Salem, 
in  Salem,  Mass.  The  Peabody  (found- 
ed by  George  Peabody,  a  China  trade 
sea  captain)  houses  one  of  the  world's 
best  public  collections  of  China 
trade  art. 

What  is  China  trade  art?  Basically,  it 
consists  of  paintings  (oil  on  canvas 
and  glass,  as  well  as  watercolors), 
furniture,  silver,  silk  embroideries, 
porcelain,  lacquerware,  wallpaper  and 
other  decorative  works  that  were 
made  by  Chinese  artists  and  crafts- 
men, mainly  from  the  mid- 1700s  to 
the  late  1800s. 

Paintings  from  the  exotic  East  were 
especially  valued.  Chinese  artists  in- 
dulged themselves  in  painting  local 
scenes — almost  like  postcards — that 
they  could  never  sell  on  the  local 
market.  They  also  painted  scenes  of 
various  ports,  ships  and  landscapes. 

The  artists  also  made  high-quality 


LEFT: 

Richard  Milhender 
and  some  of  his  prize  pieces 
Portraits  of  Washington  and 
Jefferson  are  copies  of 
works  by  John  Trumbull  and 
Gilbert  Stuart.  Stuart  tried 
to  stop  their  export  to  the  U.S. 
BELOW: 

Paintings  by  noted 

Chinese  artist  Spoilum 

The  box  is  carved  from  ivory. 
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PERSONAL  AFFAIRS 


View  of  the  Canton  waterfront  by  Lam  Qua,  circa  1835 
Copying  the  style  of  British  painter  George  Chinnery. 


The  "United  States,"  probably  by  Spoilum,  circa  1800 
Trading  silver,  furs  and  sea  slugs  for  silks  and  teas. 


knockoffs  of  famous  Western  paint- 
ings, usually  from  prints  and  engrav 
ings  brought  from  the  Occident.  The 
originals  they  copied  included  paint- 
ings of  Thomas  Jefferson,  Revolu- 
tionary scenes,  .wu\  Gilbert  Stuart's 
portraits  of  George  Washington. 

A  little  history  is  in  order.  After 
Vasco  da  Gama  navigated  the  (ape  of 
Good  Hope  in  1497,  trade  between 


Hast  mk\  West  boomed.  By  the  late 
1700s,  merchants  from  Holland,  l.n 
gland,  Austria,  France,  Denmark, 
Sweden  and  Spain  had  established 
offices  in  Canton,  the  only  Chinese 
port  then  open  to  foreign  trade.  Free 
of  British  restraints,  America  became 
an  active  trader  with  the  Orient 
around  1785. 

As  the  trade  grew,  entrepreneurial 


Chinese  artisans  started  hawking 
things  that  the  Western  captains  and 
crew  could  take  home  as  souvenirs — 
paintings,  furniture,  silverware,  etc., 
copied  from  Western  pattern  books 
and  engravings.  On  display  back 
home  in  fashionable  drawing  rooms 
in  Liverpool,  London,  Boston  and 
New  York,  the  objects  attracted  a 
following,  and  the  merchants  who 
backed  the  voyages  soon  made  up 
detailed  lists  of  what  they  wanted  for 
their  own  households.  By  the  early 
1 800s  a  strong  commercial  market  tor 
the  decorative  artworks  developed 

Some  of  the  paintings — which  in- 
cluded truly  original  depictions  of  life 
in  the  exotic  East — attracted  interna 
tional  attention.  One  Chinese  artist. 
named  Chitqua,  was  even  united  to 
London  in  17(W,  where  he  was  feted 
by  King  George  111.  Painting*  bj 
Other  Chinese  artists  were  exhibited 
at  1  ondon's  Royal  Academy  and  at 
the  Boston  Athenaeum  M\d  Pennsvl 

v.mia  Academy, 
Copies  of  Western  an  proliferated, 
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Hong  Kong, 
circa  1850s, 
by  Youqua 
Port  scenes  of 
the  Orient  were 
very  popular  in 
the  West. 
This  one  now 
hangs  in  the 
Peabody  Muse- 
um of  Salem,  in 
Massachusetts. 


(j.ki.  - 


too.  In  the  U.S.,  in  a  precursor  to  a 
fight  for  intellectual  property  rights, 
Gilbert  Stuart  even  tried  to  get  an 
injunction  against  the  importation  of 
any  more  copies  of  his  presidential 
portraits. 

Other  Western  artists,  like  British 
painter  George  Chinnery,  brought  on 
their  own  copycat  problems.  Chin- 
nery, who  lived  in  Canton  and  Macao 
from  1825  to  1852,  taught  famous 
Chinese  artist  Lam  Qua  how  to  paint 
in  the  Western  style.  But  then,  to 
Chinnery's  fury,  merchants  were 
quick  to  commission  copies  of  his 
works  from  Lam  Qua,  who  charged 
one  quarter  the  price. 

By  the  late  1800s  the  great  clipper 
ships  took  up  the  China  trade.  Supply 
of  China  trade  objects  began  to  out- 
strip demand,  quality  deteriorated, 
and  Western  desires  for  the  curios 
dwindled. 

Today  even  the  better-quality  ex- 
amples of  China  trade  art  are  largely 
shunned  by  the  art- and -antiques 
world.  And  the  prices  reflect  it.  A  set 


of  six  American- made  Salem -style 
chairs,  circa  1800,  might  bring 
$50,000  at  auction.  But  Chinese- 
made  copies  of  the  design  from  the 
same  era  might  fetch  $10,000.  A 
blocked  front  China  export  desk, 
made  for  the  Dutch  market  around 
1750,  cost  collectors  Michael  and 
Evelyn  Liu  Treacy  $18,000  recendy. 
Yet  a  similar  desk  made  in  Newport, 
R.I.  could  easily  cost  over  $1  million. 

Similar  price  differences  for  China 
export  goods  also  show  up  in  paint- 
ings, silver  and  a  variety  of  curios. 
Chinese  export  porcelain — after  all, 
porcelain  making  was  orginally  a  Chi- 
nese specialty — is  the  exception.  Sup- 
ported by  a  large  body  of  literature 
and  many  collectors,  export  porcelain 
brings  prices  that  are  right  in  line  with 
its  Continental  cousins. 

The  lack  of  interest  in  the  main- 
stream art  circles  only  makes  things 
better  for  serious  collectors. 

Take  the  Treacys.  Michael,  35,  is 
Canadian  and  owns  a  Cambridge, 
Mass. -based  management  consultant 


Hong  Kong 
merchant 
Mouqua, 
by  Lam  Qua 
British  artist 
George  Chinnery 
taught  Lam  Qua 
how  to  paint  West- 
ern style,  and 
lived  to  regret  it. 
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company,  Treacy  &  Co.  Evelyn,  33, 
grew  up  in  Hong  Kong.  Her  mother 
is  Austrian,  and  her  Chinese  father  is  a 
supreme  court  justice  in  Hong  Kong. 
"The  Hong  Kong  Chinese  don't 
look  at  this  stuff,  they  consider  it 
secondary,"  says  Evelyn,  whose  child- 


Forbes  ■  November  11,  1991 


379 


Photographed  in  Kent,  Connecticut 


PLAN  YOUR  ESTATE  NOW  SO  IT  DOESN'T 
FALL  TOO  FAR  FROM  THE  TREE. 


If  you  thought  you  could  leave  the  task  of  estate 
planning  to  some  time  in  the  distant  future,  think  again. 
To  protect  more  of  your  assets  for  your  heirs  and  pay 
less  in  estate  taxes,  you  need  to  jump  into  it  right  now 

"The  New  England  can  help  you  to  preserve  your 
estate  just  the  way  you  want  it.  One  of  our  representa- 
tives will  work  with  you,  your  accountant,  and  your 
lawyer  to  reduce  your  estate  taxes  and  increase  your 
family's  financial  security  And  provide  you  with  the 


very  best  in  estate  planning  products -from 
Survivorship  Life  to  traditional,  universal,  and 
variable  life  insurance. 

For  our  free  and  informative  brochure 
on  estate  planning,  call  1-800-662-2448, 
Ext.  237.  Because  in  order  to  protect  your 
future,  you  need  to  plant  the  seeds  today 
The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


RTH  The  New  England 

^Bi^B      Insurance  and  Investment 

The  name  The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Company,  Boston,  Massachusetts. 
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Collectors  Michael  and  Evelyn  Liu  Treacy 
"I  can  wait  dealers  out." 


hood  home  was  filled  with  formal 
Chinese  antiques.  But  after  she  and 
Michael  married,  in  1980,  they  began 
to  collect  export  art,  and  in  a  decade 
they  have  filled  their  homes  in  Bos- 
ton and  Needham,  Mass.  with  over 
100  lacquer  chairs,  blocked  front 
desks,  rattan  settees  (which  were  easi- 
ly disassembled  for  transportation), 
silver  vases  and  paintings  of  Chinese 
ports,  allegorical  scenes  and  Ameri- 
can brigantines. 

Chinese  export  art — especially  fur- 
niture— can  confuse  dealers,  who 
might  loosely  label  something  "Co- 
lonial" when  in  fact  it  is  Chinese.  The 
Treacys  like  the  detective  work.  "We 
spend  half  our  time  on  our  backs 
looking  under  furniture,"  says  Eve- 
lyn. They  search  for  Asian  techniques, 
Chinese  characters  and  studio  labels. 

The  investigations  can  pay  off 
handsomely.  Several  years  ago  they 
picked  up  a  striking  1803  oil  portrait 
at  a  local  auction  for  $4,000.  It  is  by 
one  of  the  best  known  Cantonese 
artists.  Spoilum.  Treacy  has  had  it 
appraised  for  over  $50,000,  a  high 
price  for  China  trade  works. 

Reflecting  the  fact  that  few  collec- 
tors have  gotten  into  collecting  China 
trade  art,  the  market  is  so  thin  that  the 


Treacys  find  they  can  be  patient  if  they 
see  something  priced  too  high  for 
their  budget.  'T  can  wait  dealers 
out,'1  says  Treacy,  "I'm  only  compet- 
ing with  a  few  other  collectors." 

Their  favorite  sources  have  been 
Michael  Dunn  Antiques  in  Claverack, 
X.Y.;  Crossman  Antiques  in  Danvers, 
Mass.;  and  local  auctions. 

Another  Bostonian  interested  in 
such  art  lives  only  a  block  aw  ay  from 
the  Treacys  in  Beacon  Hill.  Richard 
Milhender,  a  former  real  estate  devel- 
oper who  is  now  a  private  investor,  has 
collected  over  100  China  trade  ob- 
jects in  the  last  20  years.  But  while  the 
Treacys  find  most  objects  in  the 
States,  Milhender  does  his  buying  at 
London  galleries  and  auctions. 

'*]  wanted  to  put  together  an  im- 
portant collection  of  English  furni- 
ture, but  I  realized  it  wasn't  going  to 
be  possible  because  of  prices,"  sa\s 
Milhender.  However,  he  soon  no- 
ticed China  trade  furniture,  over 
looked  and  selling  at  a  lot  less.  After 
doing  some  reading  on  the  subject,  he 
found  himself  hooked  by  the  romance 
and  history. 

Milhender,  4",  has  newer  spent 
over  $50,000  on  any  item  in  his  col- 
lection, which  rs  considered  bv  BOOK 
dealers  to  be  equal  in  qualitv  to  the 
Peabody  Museum's  It  includes  an 
architect's  table,  a  Chippendale  Style 


5  ::-e: '"\".  e-::"  :es- 
Cost  the  Treacys  $18,000. 


desk,  an  ivory  caned  model  of  a  Chi- 
nese barge,  a  painted  hand  mirror  and 
an  elaborately  fitted  lacquer  dressing 
table.  Milhender's  paintings  include 
Chinese  copies  of  Gilbert  Stuart's 
portrait  of  Thomas  Jefferson  and 
John  Trumbull's  portrait  of  George 
Washington.  Yale  University  owns 
the  original  Trumbull  and  no  one  can 
mistake  Milhender's  copy  for  it.  In 
the  Chinese  export  copy,  both  Wash- 
ington and  his  horse  have  a  slight 
epicanthic  fold  to  their  eyelids. 

Although  Christie's  has  sales  of  ex 
port  art  in  London,  it  doesn't  in 
Hong  Kong.  "It's  not  their  taste  at 
all,  it's  jjiulao  [Western]  tast. 
plains  Michael  Hughes,  associate  di- 
rector of  Christie's  Chinese  art  de- 
partment  in  New  York. 

N  netheless.  Hong  Kong  is  home 
to  one  of  the  best  export  painnng 
collections  anywhere.  Hongkong  ft 
Shanghai  Banking  Corp.'s  offices  arc 
the  showcase  for  oOO  painongs  of  the 
19th-century  China  trade. 

The  bible  for  collectors  in  this  field 
fit  Dtcorattrt  Arts  of  the  China 
Trade,  by  Carl  Crossman  An  updated 
edition  has  |ust  been  published  bv  the 
Antique  Collectors'  Club  Ltd.,  Mar 
kct  Street  Industrial  Tark.  Wap 
pingers  Falls.  NY  12590.  It  is  abo 
available   in   major  an  book 

it:  $89.50.  ■■ 
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Buy  A  Learjet  And  Pay  Nothing 
But  Fuel  Costs  For  Two  Years. 


©1991  Learjet  Inc. 


Announcing  Total  Learjet  Coverage  —  or  TLC.  The  world's  most 
reliable  business  jets  are  now  backed  by  the  industry's  most  remarkable 
offer:  Learjet  will  pay  the  operating  costs  for  two  full  years  on 
any  new  Learjet  31 A  or  35A  purchased  before  December  31, 
1991.  TLC  covers  it  all:  airframe  and  engine  inspections, 
labor,  parts... even  items  like  tires,  brakes,  batteries,  oil  and 
aircraft  cleaning.  Absolutely  everything  but  crew,  fuel,  insurance 
and  miscellaneous  expenses.  With  TLC,  you  just  fuel  your  Learjet  and  fly. 
It's  an  incredible  offer  on  exceptional  aircraft.  For  details,  and  a  copy  of 
the  TLC  agreement,  call  Ted  Farid,  Vice  President  Domestic  Marketing, 
at  (316)  946-2450.  Today's  Learjet, 
imagine  what  it  could  do  for  you. 


BOMUAKOItK 


Learjet 


CAREERS 


Companies  fork  out  more  than  $600  million  a  year 
to  buy  "outplacement"  services  for  fired  employees. 
Most  of  the  money  is  wasted. 

Meet  the 
undertakers 


A  Drake 
Beam  Morin 
career  center 
Small  cubicles 
with  phones.  The 
services  don't 
include  setting 
up  job  interviews. 
The  burden  for 
that  is  on  the 
axed  employee. 


By  Dyan  Machan 

When  Andrew  Lien's  marketing  job 
was  eliminated  last  year,  his  employer, 
us  Sprint,  moved  to  soften  the  blow 
for  the  vice  president  recruited  just 
five  months  earlier  and  moved  from 
Memphis  to  Kansas  City.  Sprint  of- 
fered Lien  outplacement  help. 

For  those  lucky  enough  not  to 
know,  outplacement  refers  to  services 
bought  by  companies  to  help  former 
employees  find  a  job  or,  at  the  very 
least,  to  make  them  feel  better  and  less 
litigious  about  being  unemployed. 

What  do  outplace!?  dor  For  firces 
of  high  rank,  they  offer  the  use  of 
private  offices,  secretarial  services  and 
one-to-one  counseling  tor  six  months 
or  more.  For  the  more  lowly,  class 
room  lectures,  help  with  resume  writ 
ing  and  a  small  cubicle  with  a  phone. 


The  services  don't  include  setting  up 
job  interviews.  The  burden  of  that 
kind  of  legwork  is  on  the  former 
employee. 

These  services  do  not  come  cheap. 
Unless  a  company  is  getting  a  bulk 
rate,  it  usually  pays  12%  to  15%  of  an 
employee's  annual  salary  plus  all  the 
expenses  for  stationery,  mailing  and 
telephones.  For  a  $60,000  employee, 
the  cost  to  the  companv  can  easily 
come  to  $10,000. 

This  year  companies  expect  to  shell 
out  more  than  $600  million  to  out- 
placement firms,  according  to  Kcnnc 
dy  Publications,  in  Fit/william,  N.H. 
The  outplacement  business  is  rxx>m- 
mg.  And  profit  margins  can  run  as 
high  as  50%. 

In   Lien's   case    his   base    pay   o\ 


$155,000  meant  Sprint  paid  some 
$20,000  for  his  outplacement.  Did  he 
get  much  for  the  money?  We'll  let  him 
answer  the  question. 

Lien:  "I  checked  out  two  firms  with 
offices  in  Kansas  City.  At  Drake  Beam 
Morin,  I  was  offered  a  cubbyhole  with 
a  phone  reserved  by  the  hour,  a  choice 
of  career  counselors  who  were  either 
lightweights  or  over -the -hill,  and  a 
game  plan  for  job  hunting  that  I 
both  generalized  and  rote." 

Lien  turned  that  one  down  and 
went  with  Right  Associates.  Savs 
Lien:  "It  was  the  lesser  of  two  evils." 

After  50-plus  hours  of  counseling 
and  testing,  Lien  was  given  a  keen 
grasp  of  the  obvious:  He  was  told  he 
should  stay  in  marketing  or  perhaps 
should  be  a  consultant. 

Interviews  with  a  number  of  execu- 
tives herded  through  outplacement 
services  make  it  clear  that  lien's  expe- 
rience is  not  unusual.  Outplacement, 
at  best,  is  an  example  of  good  inten 
tions  misplaced.  At  senior  manage- 
ment   level,    executives    don't    need 
many  o\  the  services  offered.   Out 
placement  firms  are  big  on  putting 
everyone  through  psychological  u 
ing  to  help  them  figure  out  what  t: 
should  do  with  their  h\cs.  I akew 
most  know  how  to  \\  rite  a  resume  and 
present  themseUes  in  an  interview — 
ill  of  w  hich  companies  pa)  tor  dearly. 

At  the  middle  management  level, 
there's  a  different  problem    Hecause 
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Cutty  Sark  Blended  Scots  Whisky.  40%  Ale.  by  Vol.  Imported  by  ©  W.  A.  Taylor  &  Co. ,  Miami.  Florida  1991. 


This  is  a  glass  of  Cutty  Sark. 

If  you  need  to  see  a  picture  of  a  guy  in 

an  Armani  suit  sitting  between  two  fashion  models 

drinking  it  before  you  know  it's  right  for  you, 

it  probably  isn't. 


CUTTYSARjc 


SCOTS  WHISKY 


UNCOMMONLY  SMOOTH 
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RIGHT: 
Laura  Frank, 
still  unemployed 
Her  counselor 
had  a  set  approach 
for  everyone  and 
wasn't  helpful 
on  specifics. 


of  the  sheer  numbers  of  managers 
losing  their  jobs  in  recent  years — 
891,000  managers  and  professionals 
were  unemployed  as  of  September 
1991 — the  outplacement  firms  have 
been  stretched  so  thin  that  what's 
promised  often  isn't  delivered. 

So  why  spend  more  than  a  half- 
billion  dollars  a  year  on  outplace- 
ment? Besides  the  goodwill  an  em- 
ployer hopes  to  create,  outplacement 
is  simply  the  easiest  way  out.  As  one 
senior  executive  puts  it,  "You  want 
the  guy  out  of  the  building  and  hope 
you  don't  run  into  him  at  the  mall." 

And  out  of  the  building  they  go. 
father  to  the  outplaccr's  office  in  a 
nearby  city  or,  in  the  case  of  a  huge 
company  layoff,  to  what's  called  a 
"career  center"  at  a  separate  company 
facility — usually  a  building  dedicated 
mostly   to   housing  dearly  departed 


LEFT: 

Andrew  Lien, 
at  work  again 
But  no  thanks  to 
his  experience  at 
an  outplacement 
service.  "I  would 
have  preferred 
the  $20,000." 


middle  managers.  There  are  generally 
row  upon  row  of  cheerless  little  spaces 
with  telephones  and  chairs  where  em- 
ployees, still  told  to  dress  for  business, 
show  up  each  morning  and  scramble 
to  find  a  spot.  The  facility  may  have 
only  80  spaces,  and  if,  say,  100  axed 
managers  show  up) — not  an  unusual 
situation  after  a  big  layoff — 20  are  left 
without  a  cubicle  for  the  day.  Higher- 
level  executives  generally  do  better 
and  get  something  more  like  a  private 
office. 

Even  the  headquarters  offices  oi 
these  funis  can  be  depressing.  Walk- 
ing into  Drake  Ream  Morin's  New 
York  reception  area,  for  example,  o\k- 
notices  a  window  less  room  lined  with 
seaweed  like  plants  and  somber  indi 
rect  lighting  that  makes  a  visitor  feel 
under  water  just  right  for  the  re- 
cently unemployed. 


Unlike  just  about  even-  other  in- 
dustry, there's  little  accountability 
here.  That's  because  the  buyer  is  not 
the  user.  An  employer,  understand- 
ably concerned  about  sinking  morale, 
wants  minimal  contact  with  the  new  ly 
axed.  There's  typically  no  follow-up 
by  the  company  of  the  former  em- 
ployees. Although  the  outplacement 
firm  will  report  back  on  Joe's  pro 
gress,  Joe  doesn't  get  to  report  back 
on  the  outplacer.  So  if  Joe  gets  left  in 
the  hall  with  no  one  to  talk  to,  tough 
luck.  The  company  did  its  best,  didn't 
it?  Not  necessarily. 

There  are  other  horror  stories.  Em- 
ployees at  middle-management  levels 
are  counseled  to  write  letters  o( 
thanks  within  24  hours  of  an  inter 
view,  and  are  promised  typing  ser 
vices.  But  that's  not  eas\  when  a  job 
seeker  has  to  share  a  tvpist  with  30  to 
40  others,  'it  tak.es  a  week  for  one 
bloody  letter!"  fumes  a  former  em- 
ployee oi\\  major  hotel  chain  using  a 
large  New  York  based  outplacement 
firm.  So  he  types  his  own  Use  o\\\ 
telephone-  "With  2r>  people  in  the 
room  making  calls  .\nd  trading  ball 
scores,  1  couldn't  hear  myself  think 
fof  all  the  din,"  says  the  hotel  man. 

While  office  scmccs  are  stretched 
thin,  so  are  the  outplacement  stal 
It's   not    unheard   oi   for  employ 
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Eagle  Eyes"  Are  On  Us. 


For  over  100  years  the  life  insurance  industry  has 
been  closely  regulated.  Every  state  has  a  department 
of  insurance  headed  by  an  elected  or  appointed 
commissioner  and  staffed  by  sharp-eyed  regulators. 

In  recent  months  they  have  toughened  their  rules. 
More  conservative  and  diversified  portfolios  now 
are  required.  Companies  must  accumulate  reserves 
more  rapidly  on  medium-  and  lower-grade  bonds, 
limit  their  investments  in  these  bonds  and  have  an 
annual  audit  by  an  independent  auditor. 

WE  WELCOME  ALL  THIS  ATTENTION. 

We  support  efforts  to  strengthen  state  regulation 
for  a  very  simple  reason:  Life  insurers  have  to  help 


pay  for  the  mistakes  of  other  companies.  Now  there 
are  guaranty  associations  in  every  state  and  Puerto 
Rico  to  cover  most  life  and  health  insurance  policies 
and  annuities.  All  insurance  companies  licensed  to 
write  business  in  a  state  participate  in  that  state's 
guaranty  association. 

For  years  people  have  thought  of  America's  life 
insurance  companies  as  conservative,  stable  and 
secure.  Now  you  also  know  that  we  are  strongly 
regulated.  We  don't  mind  having  those  eagle-eyed 
regulators  peering  over  our  shoulders  and  into  our 
books.  You  see,  the  harder  they  look  at  us,  the 
better  we  look  to  you. 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue,  N.W.  •  Washington,  D.C.  20004-2599 


CAREERS 


James  Cabrera,  Drake  Beam  Morin  president 
To  handle  a  big  client  like  IBM,  it  wouldn't 
be  unusual  to  hire  100  part-time  counselors. 


promised  individual  counseling  to 
have  to  wait  three  to  four  weeks  to 
speak  to  a  counselor.  At  Drake  Beam 
Morin,  up  to  40  employees  at  times 
must  share  a  counselor.  And  even 
when  counselors  are  available,  they 
are  often  less  than  helpful.  In  an  age 
where  most  jobs  have  become  more 
specialized,  outplacement  consul- 
tants, by  necessity,  are  generalists. 

Laura  Frank  was  assigned  to  Cunis 
&  Nolan  Co.,  an  outplacement  firm 
in  Danbury,  Conn.,  when  she  was  laid 
off  from  her  job  with  phh 
Homequity,  of  Wilton,  Conn.  She 
says:  "My  counselor  had  a  set  ap- 
proach for  everyone"  and  wasn't 
helpful  on  specifics.  After  eight 
months,  she's  still  looking  for  work. 

An  operations  executive  on  a  six- 
figure  salary  at  General  Electric  as- 
sumed his  Chicago- based  outplace- 
ment firm  would  help  him  research 
companies.  "When  I  asked  how  my 
research  was  going,  they  told  me  I 
should  go  to  the  public  library."  He  is 
now  a  senior  manager  at  a  Forbes 
500s  company  in  Texas.  He  got  the 
job  with  no  help  from  that  outplace 
ment  firm. 

ibm  recently  had  to  reduce  its  staff 
by  10,000,  and  used  Drake  Beam 
Morin.  But  Drake  Beam,  easily  the 


largest  of  outplacement  firms,  has  just 
500  full-time  consultants.  That's  20- 
to- 1 ,  even  assuming  Drake  Beam  put 
all  its  assets  on  the  IBM  account.  When 
people  get  their  pink  slips  the  out- 
placement firm  is  supposed  to  get  on 
their  case  right  away,  to  lessen  the 
blow.  The  math  shows  that  there's  no 
way  the  staff  of  even  the  largest  firm 
can  handle  such  numbers.  To  meet 
that  demand,  the  outplacers  bring  in 
part-time  consultants  to  do  the  work. 
These  people,  some  of  whom  were 
canned  themselves,  are  often  mothers 
not  wishing  to  work  full  time,  retirees 
or  onetime  human  resources  execu- 
tives. They  get  paid  by  the  day — from 
$200  to  $300  a  day— and  go  through 
a  three-day  training  course.  For  a  job 
like  IBM's,  says  James  Cabrera,  presi- 
dent of  Drake  Beam,  it  would  not  be 
unusual  to  hire  100  part-timers. 

Ex-Sprint  manager  Lien  has  this  to 
say:  "I  would  have  rather  rented  my 
own  office  and  paid  my  own  secreta 
ry."  But  getting  cash  is  seldom  ,\n 
option.  A  survey  by  Wyatt  Co.  of 
more  than  1,000  large  companies 
found  that  three  in  four  paid  for 
outplacement  services  tor  tired  man 
agers,  while  barely  half  offered  to 
sweeten  the  severance  package. 

Last  year  the  Internal  Revenue  Ser- 


vice started  looking  into  whether  out- 
placement services  should  be  taxable; 
after  all,  severance  pay  is.  The  mere 
thought  of  this  sends  shivers  through 
the  burgeoning  outplacement  busi- 
ness. "It  would  have  a  chilling  effect 
on  our  business,"  says  Thomas  Da- 
voren,  a  senior  vice  president  at  Lee 
Hecht  Harrison.  Banding  together, 
outplacement  firms  have  created  a 
powerful  lobby  called  the  Outplace- 
ment Industry  Tax  Coalition,  dedi- 
cated to  keeping  outplacement  a  non- 
taxable benefit.  The  Tax  Coalition 
claims  it's  getting  positive  signals 
from  the  IRS;  a  ruling  on  the  matter  is 
expected  in  a  few  months. 

Perhaps  a  more  serious  threat 
comes  from  increasing  dissatisfaction 
among  the  people  who  actually  use 
the  services  and  among  the  companies 
that  foot  the  bills.  Westinghouse,  for 
one,  has  developed  an  in-house  pro- 
gram for  the  bulk  of  its  staff  cuts.  By 
setting  up  job  centers  with  fax  ma- 
chines and  printers,  and  hiring  its  own 
counselors,  Westinghouse  has  been 
able  to  provide  job-changing  assis- 
tance to  the  more  than  10,000  it  has 
had  to  let  go  since  1982,  at  about  one- 
fifth  the  cost  of  using  outsiders. 

Some  battle-scarred  veterans  of  the 
outplacement  wars  have  this  advice: 
Look  for  smaller  or  specialized  firms. 
Harris,  Heery,  of  Norwalk,  Conn.,  for 
example,  specializes  in  marketing 
managers.  Stanley  Herz  &  Co 
Stamford,  Conn.,  specializes  in  fi- 
nance and  information  services.  Prin- 
cipals at  a  firm  called  David  Werner 
International  Corp.  (Forbes,  Oct.  30, 
1989)  will  actually  do  all  the  job- 
seeking  legwork — but  onlv  for  execu- 
tives earning  SI 50,000  and  up. 

This  much  is  clear:  companies  may 
feel  they  are  getting  their  moneys 
worth  using  outplacement  firms  as 
litigation  insurance  and  as  sops  to  the 
consciences  of  the  higher-ups  who  do 
the  firing.  But  it  is  not  easy  to  find 
firees  who  feel  they  have  gained  much 
from  outplacement  sen  k 

Andrew  I  icn,  the  former  Sprint 
executive-  On  his  own,  he  landed  in 
San  Francisco,  running  ,\n  affiliate 
office  o(  Infoplan — a  company  that 
designs  questionnaires  to  measure 
customer  satisfaction  If  obscenities 
offend  you,  don't  ask  I  ten  to  fill  in 
One  of  his  ow  n  forms  on  the  subject  o\ 

outplacement  services  ■ 
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EXECUTIVE 
SWEETS. 

British  Airways' 

Executive  Club* 

Join  now  and  get  a  free 

upgrade  after  just  one 

full-fare  round- trip  to 

Great  Britain. 


Business  travel  on  British  Airways  just 
got  even  sweeter.  Because  now  we're 
offering  you  free  membership  in  our 
Executive  Club,  with  benefits  that  take 
effect  the  moment  you  join.  It's  a  pro- 
gram that  includes  such  conveniences  as 
priority  wait-listing,  hotel  and  car 
rental  discounts  and  upgrades,  and 
access  to  our  entertainment  booking 
service.  Plus,  the  more  you  fly,  the  bet- 
ter things  get.  With  incentives  like 
worldwide  admission  to  our  Executive 
Club  lounges,  guaranteed  seat  assign- 
ment and  more. 

If  you  travel  frequently  to  the  U.K. 
or  Europe  on  business,  ask  your  corpo- 
rate travel  manager  or  travel  agent  for 
details  on  Executive  Club  enrollment 
and  benefits. 

And  remember,  when  you  join, 
we'll  sweeten  the  deal  with  a  free  one- 
class  upgrade  after  your  first  full-fare 
round-trip  to  Great  Britain*  You  could 
even  find  yourself  on  Concorde. 

British  Airways'  Executive  Club. 
It's  just  one  of  the  many  ways  we're 
working  to  deliver  you,  the  business 
traveller,  ready  to  do  business.  And  it's 
an  offer  you  can't  refuse. 

British  Airways. 

The  Civilized  Business  Airline.™ 

BRITISH  AIRWAYS 


*To  get  upgrade  offer,  you  must  enroll  and  fly  full-fare  round-trip  to  the  U.K.  on  British  Airways  by  1 2/31/91 . 
01 991  British  Airways 


The  worlds  favourite  airline? 


FACES  BEHIND  THE  FIGURES 


EDITED  BY  JASON  ZWEIG 


Powering  on 


Few  carmakers  anywhere  in  the 
world  are  having  up  years,  but  bmw 
Chairman  Eberhard  von  Kuenheim 
says  1991  will  be  his  company's  31st 
straight  year  of  record  sales.  BMW  will 
move  at  least  550,000  cars,  and  "it 
could  be  600,000  if  we  had  the  capa- 
city," adds  von  Kuenheim.  Sales  will 
pass  dm  30  billion  ($17.7  billion),  up 
from  DM  27  billion  in  1990. 

Thanks  mainly  to  unification,  the 
German  market  was  up  an  explosive 
45%  this  year.  But  BMW  has  been  hot 
even  in  down  markets  like  France, 
Italy  and  Spain. 

Part  of  the  reason,  of  course,  is  that 
the  Japanese  aren't  yet  pushing  hard 
into  the  luxury  car  markets  in  those 
countries.  Von  Kuenheim,  63,  knows 
the  new  Japanese  luxury  cars  will 
eventually  be  tough  competition.  The 
average  German  autoworker,  he 
notes,  puts  in  fewer  than  1,500  hours 
a  year;  the  Japanese,  2,200.  "We  have 
new  ideas,  new  products,  compo- 
nents, technology,"  he  says.  "But  if  a 
Japanese  has  a  similar  idea,  or  learns  of 
ours,  he  may  be  earlier  on  the  market. 
Our  man  goes  for  six  weeks'  holiday. 
The  Japanese  are  on  their  drawing 
boards." 

Can  von  Kuenheim  beat  the  Japa- 
nese without  protectionist  help?  "I'll 
tell  you  what  we  will  not  do,"  he  says. 
"We  will  not  introduce  the  Japanese 
social  system  of  squeezing  people. 


What  is  not  possible  in  Germany  is 
that  we  live  like  the  Japanese." 

But  in  the  U.S.  car  market,  where 
the  new  Japanese  luxury  cars  like 
Toyota's  Lexus  and  Nissan's  Infiniti 
meet  bmw  head-on,  bmw  is  already 
taking  a  licking.  Meanwhile,  rival 
Mercedes  is  introducing  its  new  S 
Class  cars,  making  the  competition 
even  fiercer.  Nevertheless,  von  Kuen- 
heim predicts  that  the  snappy  new  3 
series  cars,  like  the  325i,  a  $28,000 
sports  sedan,  will  hike  BMW's  U.S. 
sales  13%  or  so,  to  68,000  cars,  in 
1992.  Overall,  he  figures  that  next 


ABOVE: 
Robert  Smee 
of  the  Pacific 
Materials 
Exchange 
Shredded  rub- 
ber? Freon?  Mink 
fat?  He's  got  it 


BMW  Chairman 
Eberhard 
von  Kuenheim 
Record  sales  for 
31  straight  years. 


year  looks  strong  and  that  1993 
should  get  a  boost  from  trade  unifica- 
tion in  Europe.  -Jerry  Flint 

Garbage  in,  garbage  out 

Robert  Smee  jokes  that  he  runs  an 
"industrial  dating  service"  or  a  "cor- 
porate garage  sale."  Smee,  44,  is  the 
director  of  the  Pacific  Materials  Ex- 
change in  Spokane,  Wash.,  one  of  the 
nation's  largest  waste  exchanges.  It  is 
a  matchmaker  for  manufacturers,  mu- 
nicipalities and  waste  brokers  that 
want  to  get  rid  of  their  own  waste,  or 
to  use  someone  else's  as  raw  material. 

Last  year  Smee's  exchange  listed 
some  600  different  materials  that 
flowed  in  at  an  annualized  rate  of  4.5 
million  tons;  about  15%  of  that 
changed  hands.  Smee's  only  charge  to 
users,  whether  they  buy  waste  or  sell 
it,  is  a  S48  annual  subscription  fee. 

Here  are  some  recent  listings  on 
Smee's  exchange:  100  tons  of  alkali 
batteries,  1,500  gallons  of  freon,  500 
tons  of  scrap  railroad  steel,  500,000 
pounds  of  shredded  rubber  and 
10,000  pounds  of  mink  fat  ( "high  in 
lanolin"). 

Most  waste  producers  are  happy  to 
give  such  stuff  away,  since  they  will  no 
longer  have  to  store  or  dispose  of  it. 
Smee  estimates  that  the  nation's 
waste  exchanges  saved  their  custom- 
ers S27  million  last  year  by  reducing 
the  disposal  costs  for  waste  producers 
and  the  raw  material  costs  for  those 
that  reused  the  wastes. 

Smee's  private,  nonprofit  exchange 
just  won  a  $350,000  grant  from  the 
U.S.  Environmental  Protection 
Agency  to  set  up  a  computerized  net- 
work for  the  22  waste  exchanges  in 
North  America.  Until  now,  most  of 
the  exchanges  have  offered  only  a 
printed  list  of  the  wastes  that  arc 
locally  available  or  wanted.  The  epa 
grant  will  enable  Smee  to  coordinate 
listings  mu\  update  and  disseminate 
them  electronically  uAs  the  costs  o( 
virgin  materials  and  waste  manag 
ment  keep  going  up."  says  Smt 
"large  scale  waste  exchang  ng 

to  become  more  and  more  feasible." 


Dedicated 

JACK  BERDY,  a  self  taught  computer 
programmer,  started  On  Line  Soft 
ware  International  20  vears  ago  at  his 
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Like  modern  pioneers, 

we're  moving  into  areas  that 

offer  the  best  opportunities 

for  future  growth. 

At  ALLTEL  Corporation, 
our  strategy  of  continually 
strengthening  our  core 
telephone  operations  while 
moving  into  high  growth 
fields  like  information 
services,  cellular  telephone 
and  product  distribution 
has  produced  consistently 
strong  results. 

With  a  five-year  total 
average  annual  return  of  27%, 
we've  outperformed  the  S&P 
and  the  Dow,  as  well  as  our 
peer  group  of  the  nation's  14 
largest  telecommunications 
companies. 

ALLTEL  is  also  an  industry 
leader  in  net  income  and 

earnings  per  share  growth  and  return  on  equity.  And  we've 

increased  the  dividend  30  consecutive  years  since  the 

Company's  founding. 

For  more  information  on  ALLTEL's  strong  results  and 

future  growth  prospects,  call  or  write  for  a  copy  of  our 

annual  report. 

-AUIEl 

CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 


ABOVE: 

Medical  student— 
and  software  pio- 
neer—Jack Berdy 
"If  anything 
suffered,  it 
was  my  exams." 


Market  timer 
Robert  Prechter 
The  pop  charts 
are  as  bad  as  the 
technical  charts. 


dining  room  table  and  built  the  seller 
of  software  for  IBM  mainframes  into 
an  $80  million  (sales)  outfit.  Then, 
two  years  ago,  at  the  age  of  42,  Berdy 
decided  to  go  to  medical  school  in 
Washington,  D.C. 

Two  years  before  leaving  for  medi- 
cal school,  Berdy  had  left  the  business 
mostly  in  the  hands  of  President 
Howard  Sorgcn.  A  mistake.  On- 
iric's profits 'slumped  to  $700,000, 
and  Berdy  was  forced  to  retake  com- 
mand. Sorgcn  resigned  and  Berdy  kept 
to  his  plan  of  attending  med  school. 
On-line  is  based  in  Fori  Lee,  N.J.,  so 
this  meant  a  grueling  schedule  tor 
Berdy.  From  Monday  through  Thins 
day,  he  studied  in  Washington.  Thurs- 


day evenings  he  flew  to  New  Jersey.  On 
weekends  he  led  business  meetings, 
then  flew  back  to  Washington  Monday 
morning.  Berdy  used  his  personal  com- 
puter to  keep  in  touch  with  On-line 
executives  via  electronic  mail. 

"I  don't  feel  the  company  suffered 
in  that  time,"  Berdy  says.  "If  anything 
suffered,  it  was  my  exams."  Indeed,  in 
1991  On-line  had  a  record  year, 
topping  $100  million  in  sales  and 
posting  nearly  $5  million  in  profits. 
Berdy's  secret:  llI  got  expenses  in  line 
with  revenue;  that  was  realty  the  only 
problem/1  be  says  matter  oif-factly. 

As  Berdy  was  about  to  begin  his 
third  year  of  medical  school,  his  com 
muting  problems  were  solved  In  Sep 


tember  Computer  Associates,  the  vo- 
raciously acquisitive  software  giant, 
bought  On-Line  for  $130  million 
in  cash. 

Why  did  Berdy — who  had  been 
planning  to  transfer  to  Mount  Sinai 
School  of  Medicine  in  Manhattan  to 
be  closer  to  On-Line — sell  the  com- 
pany? "Price,"  he  replies.  The  S28 
million  he'll  pocket  from  the  deal  will 
fund  a  project  he  plans  to  start  after  he 
graduates  in  1993:  software  to  create 
computer  models  of  the  immune  sys- 
tem for  a  better  understanding  of 
cancer  and  aids.  -Julie  Pitta 

Music  for  bears  to  dance  by 

Market  timer  Robert  Prechter  is 
banging  a  bearish  drum.  The  editor  of 
the  Gainesville,  Ga. -based  newsletter 
Elliott  Wave  Theorist  thinks  investor 
sentiment  is  about  to  turn  pessimistic 
with  a  vengeance  and  drive  the  Dow 
down  to  1100  starting  within  eight 
months. 

Prechter,  42,  thinks  popular  music 
confirms  his  technical  case  that  the 
market  is  poised  to  collapse.  In  early 
1989  he  was  intrigued  by  the  juxtapo- 
sition of  two  then-recent  top  hits.  The 
Guns  N'  Roses  album  Appetite  for 
Destruction  was  full  of  angry,  gnash- 
ing rock  'n'  roll — a  stark  contrast  to 
Bobby  McFerrin's  feel-good  single 
"Don't  Worry,  Be  Happy."  Prechter, 
a  former  Yale  psychology  major,  re 
called  a  similar  musical  trend  from 
1966  to  1968  that  presaged  a  collapse 
of  the  Dow,  from  1000  in  February 
1966  to  630  in  May  1970. 

Prechter  hears  the  same  dissonance 
in  the  latest  hits.  At  the  top  o\  the 
charts  are  rap  songs  full  of  violence 
mk\  pornography.  Also  at  the  top  are 
feel  good  songs  like  Marian  Carey's 
"Emotions"  (sample  lyric:  "I  feel 
good,  I  fed  nice.  I\c  never  felt 
satisfied .  I'm  in  love,  I'm  alive" 

Of  course,  Prcchtcr's  record  has  a 
certain  dissonance  about  it.  too  On 
the  one  hand,  Hulbcrt  Financial  Di- 
gest (edited  by  Forbes  columnist 
Mark  HulbcrO  ranks  Prechter  fourth 
among  ten  market  timers  follow 
since  1980.  On  the  Other  hand, 
Prechter  was  the  fellow  who  told 
some  investors  to  load  up  on  StOCfa 
just  days  before  the  Oct  19,  1987 
stock  market  crash 

k\i  UtZYNA  WANDY*  /  ■■ 
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Sicrea/Nissan  Knows 
what  it  takes  to 
stimulate  automobile 
sales  in  Mexico 


Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on  how  to 
reach  the  elite  in  Latin  America 
please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)  953-1308 

Fax  (212)  953-1619 


THE  LEADERS 


Institutional  Investor 
1991  All- America 
Research  Team  poll 


1.  Shearson  Lehman  Brothers, 

2.  Merrill  Lynch 

3.  Donaldson,  Lufkin  A  Jen| 
Goldman  Sachs 

S.  Mn^an  Stanley 


Why  we  believe  you  can  get  there  from  here. 


It's  the  Vermont  inn  you've  always  dreamed 
of  running.  The  volunteer  job  your  long  hours 
have  kept  you 
from.  The  river 
you  can  fish  sev- 
en days  a  week  if 
they're  biting,  or 
even  if  they're  not. 
Whatever  it  is, 
it's  why  you  sat 
down  to  map  out 
an  investment 
strategy  to  get  you  there.  One  that,  let's  say, 
calls  for  you  to  buy  stocks.  But  which  invest- 
ment firm  should  you  turn  to  for  help  in 

picking  them? 

There  are  two 
ways  to  look  at  it. 
You  could,  as  some 
investors  do,  refer  to  Institutional  Investor's 
All- America  Research  Team  Rankings.  Where 
you'll  find  that  in  1991  we  led  all  other  invest- 
ment firms  in  number  of  analysts  selected 
for  the  second  year  in  a  row 
Or,  as  others  do,  you  could  look  right  to 
the  bottom  line.  And  find  that  our 
Recommended  List  has  consistently  out- 
performed the  market* 
Wherever  you  want  to  be  in  the  fu- 
ture, it's  worth  talking  with  a  Shearson 
Lehman  Financial  Consultant. 
Any  way  you  look  at  it.  our  research  sup- 
port can  help  you  get  there  from  here. 


You  can  get  there 
from  here. 


SHEARSON 

LEHMAN 

BROTHERS 


•Past  performance  la  no  guarantee  ol  future  results  Information  fa  available  upon  request  ri>wi  Sheanon  Lehman  Nntlxf*  tnc  Mom!\T  >n\ 


IHt  rUKBtS/bUKKA  WALL  SIKttl  KtVltW 


BY  ERIC  S.  HARDY 


James  Engle,  portfolio  manager  of 
the  $30  million  (assets)  Neuwirth 
Fund,  is  investing  in  two  industries 
that  are  perceived  as  being  de- 
pressed— natural  gas  and  financial 
services.  Engle  likes  gas  producers 
selling  below  the  value  of  their  proven 
reserves,  such  as  Dorchester  Hugoton 
and  Plains  Petroleum. 

As  for  banks,  Engle  favors  two 
smallish  Colorado  banks — Affiliated 
Bankshares  of  Colorado  and  Colora- 
do National  Bankshares — that  have 
survived  the  banking  industry's  prob- 
lems. Both  show  declines  in  nonper- 
forming  assets  and  pay  a  small  divi- 
dend. (Affiliated  restored  its  dividend 
earlier  this  year.)  "When  is  the  last 
time  you  heard  of  a  bank  establishing, 
not  reducing  or  omitting,  a  divi- 
dend?" asks  Engle. 

Even  though  two  Dow  stocks — 
AT&T  and  Westinghouse — took 
poundings,  the  Dow  hit  a  new  high 
during  the  two  weeks  ended  Oct.  17. 


Special  focus 


There  are  two  ways  to  calculate  a  latest 
12-month  price/tarnings  ratio  for  the 
Barra  All- US  index  of  roughly  5,000 
stocks.  Barra  gets  a  P/E  of  16  by 
excluding  GM,  Continental  Airlines 
and  1,900  other  firms,  which  lost  a 
combined  $52  billion.  Include  the  los- 
ers, and  the  P/E  jumps  to  24.6.  The  gap 
between  the  P/E  methods  is  wider  than 
it's  been  since  early  1987.  By  January 
1988  the  last  big  spread  was  closed  by  a 
collapse  in  stock  prices  that  punished 
moneymaking  companies  more  than 
moneylosing  ones.  It  could  happen  again. 


A  tale  of  two  P/Es 
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The  Barra  All-US  index 

Index  as  of  10/17/91 

Market  value;  $3,557.3  billion 

Price/book:  2.2 

P/E:  24.6 

Yield:  2.8% 


12-month  closeup 

■Barra  index 

□200  day  moving  average 


Performance 
Last  4  weeks 
Since  12/31/90 


Price       Total  return 
1.5%  1.7% 

21.7  24.7 


'85 


'86 


'87 


'88 


'89 


'90 


'91 
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Closeup  on  the  market 


Index  or  investment 

Barra  All-US  index 

Sharpe/Barra  Growth  index ' 

Sharpe/Barra  Value  index 2 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE3 

CRB  index45 

Gold5 

Yen5 

Oil5 


2-week  change 

2.1%  I 

2.0  | 

2.0  I 

2.3  I 

1.9  I 

1.9 
3.0 
2.2 

-1.7  ■ 

0.9 
0.7 

-0.9  I 

5.7 


%  change  from 

1  year 

5-year  high 

31.6% 

-0.3% 

39.0 

-0.6 

31.9 

-0.5 

24.5 

-0.3 

28.2 

-1.2 

29.2 

-0.6 

60.5 

-0.9 

30.6 

-4.0 

3.0 

-18.1 

-5.4 

-19.7 

-3.1 

-28.4 

4.0 

-21.1 

-34.9 

-41.8 

The  best  and  worst  performing  stocks6 


Best 

Entertainment  Publishing 

Price 
28i/2 

2-week 
change 

75% 

1991 
EPS' 

$1.40* 

Worst 

FHP  International 

Price 

123/ 

2-week 
change 

-32% 

1991 
EPS' 

$1.59* 

State  Of  The  Art 

ll7/8 
8/8 

40 
37 

0.54 
0.54 

SynOptics  Communications  15% 

-27 

1.74 

EMC 

Lowe's  Cos 

24  Vs 

-25 

1.81 

Lattice  Semiconductor 

13»/4 

31 

0.89 

IPL  Systems 

17  i/2 

-24 

1.80 

Organogenesis 

17'/2 

30 

NA 

Westinghouse  Electric 

171/g 

-23 

1.86 

The  best  and  worst  performing  industry  factors6 


Best 

Air  transport 

2-week 
change 

10.4% 

Since 
12/31/90 

13.6% 

Worst 
Beverages 
Apparel,  textiles 

2-week 
change 

4.4% 

3.3 

Since 
12/31/90 

34.9% 

12.5 

Photographic,  optical 

8.2 

1.7 

Aluminum 

7.8 

8.1 

Leisure,  luxury 

1.9 

36.1 

38.2 

2.0 

Water  transport 

6.4 

33.5 

Thrifts 

1.8 

Coal,  uranium 

6.2 

-0.2 

Misc  finance 

1.4 

1/83       1/85       1/87       1/89       1/91  10/91 
■  P/E  excluding  negative  earnings 


Note:  Data  for  period  ending  11/17/91.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth.  2  Total  return  of  a  portfolio  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated 
capitalization-weighted  index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 5 
Knight-Ridder  Financial  Information.  6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES  Inc.  8  Shows  return  to  the  industry  factor  after  controlling  for  other 
influences  including  company  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  *1992  estimate.  Principal  source:  Barra,  Inc., 
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BY  TINA  RUSSO  MCCARTHY 


Sales 


Performance 


$Billions 

8 

•   Equity 

Q 

2 

0    +J^^J 

Fixed  income2     \r" 

2 

1 

1 

1988 

1989 

1990 

1991 

So  far  this  year  investors  have  poured  $44  billion  into 
fixed-income  funds  and  S22  billion  into  stock  funds.  Not 
coincidentally,  both  stocks  and  bonds  are  getting  much 
more  expensive.  There's  a  positive  feedback  going  on 
here.  Stock  funds  tend  to  attract  assets  after  a  period  in 
which  they  have  done  well — after  stocks  have  gotten 
expensive,  that  is.  Bond  funds  get  popular  in  times  like  the 
present,  when  interest  rates  are  declining  and  bond  prices 
are  rising.  Meanwhile,  buying  pressure,  brought  on  by  the 
influx  of  money  into  both  kinds  of  funds,  is  contributing  to 
higher  prices  for  stocks  and  bonds. 

Will  the  self- reinforcing  expansion  last  much  longer? 
Probably  not.  The  overall  stock  market  is  selling  for  a  hefty 
24  times  latest  12-month  earnings  (see  previous  page)  and 


Fixed  income' 


90 


1988 


1989 


1990 


1991 


the  economic  recover}'  is  still  sputtering.  And  when  the 
economy  does  start  to  heat  up,  interest  rates  could  climb. 
This  would  be  bad  news  for  long-term  bond  funds. 

Two  of  the  best  bond  funds  during  the  last  five  years — 
Benham  Target  Maturities  2005  and  Vanguard  Fixed 
Income-GNMA — invest  in  long-term  government- backed 
securities.  Junk  bond  funds  have  recovered  somewhat 
from  their  lows  following  the  collapse  of  Drexel  Burnham 
Lambert  but  they  remain  among  the  poorest  long-term 
performers.  Among  the  hottest  equity  funds  during  the 
latest  stock  market  cycle  (August  1987  to  September 
1991)  were  sector  funds  such  as  Fidelity  Select-Health 
Care  and  Fidelity  Select-Utilities.  But  sector  funds  focus- 
ing on  gold  and  precious  metals  took  a  beating. 


The  best  performers 


The  worst  performers 


Fund 

Forbes  rating 
up      down 

Cycle6 
return 

Total' 
return 

Equity 

Fidelity  Select-Health  Care 

A+ 

D 

79.9% 

19.9% 

Bergstrom  Capital 

A 

A 

67.4 

19.7 

Berger  One  Hundred 

A 

D 

81.7 

19.6 

Fidelity  Contrafund 

Fidelity  Growth 

CGM  Capital  Development 

A+ 

D 

57.5 

15.3 

A 

D 

59.1 

14.6 

A+ 

B 

98.5 

13.8 

Fidelity  Select-Utilities 

D 

A 

23.0 

13.8 

Financial  Industrial  Income 

B 

B 

44.5 

13.6 

AIM  Equity-Charter  Fund 

B 

C 

36.2 

11.7 

AIM  Equity-Weingarten  Fund 

A+ 

D 

42.2 

11.5 

Fixed  income 

Benham  Target  Maturities-2005 

A+ 

F 

31.7 

17.6 
11.4 

Transamerica  Income  Shares 

A 

B 

19.9 

USAA  Mutual-Income  Shares 

A 

C 

19.5 

10.5 

Vanguard  Fixed  Income-GNMA 

A 

C 

10.1 

Smith  Barney-US  Government 

A 

D 

16.7 

10.0 

Fund 

Forbes  rating 
up      down 

Cycle 
return 

Total 
return 

Equity 

Strategic  Investments  Fund 

D 

F 

United  Services-Gold  Shares 

D 

D 

-18.2 

-15.0 

ASA  Limited 

C 

D 

-24.3 

Bull  &  Bear  Gold  Investors 

F 

F 

-13.0 

Fidelity  Select-Precious  Metals  &  Mins 

D 

D 

-11.4 

Keystone  Precious  Metals 

D 

D 

-7.5 

-10.7 

United  Services-Global  Resources 

D 

D 

-10.3 

Lexington  Goldfund 

D 

D 

-16.5 

-9.9 

Van  Eck  International  Investors 

C 

D 

-8.7 

Vanguard  Special-Gold  &  Precious 

D 

Fixed  income 

Pilgrim  S-T  Multi-Markets  Income 

Oean  Witter  High  Yield  Securities 

B 

F 

Alliance  Bond-High  Yield 

C 

D 

Keystone  Custodian  B-4 

c 

D 

18.3 

First  Investors  High-Yield  Fund 

D 

0 

17.0 

1.8 

Note:  To  be  rated,  equii,  3 '.  'Month\  ^les  an  jx. 

by  investors,  including  reinvest  I  bond  funds   Source:  Investment 

largest  stock  Funds  Total  return  (•nnmlued).  for  one  marke- 

equity,  8/31/87  to  9/30/91;  bond-. 


396 


Forbes  »  November  11, 199 1 


r 

Leave  the  exploring  to  the  tourists. 


Tourists  have  time  to  explore.  Business  people 
don  1  So  when  you  need  reliable  Euro-business 
contacts,  connections  or  information,  there's  really 
only  one  place  to  turn.  The  new  EUROPEAN 
BUSINESS  DIRECTORY  from  Faulkner  &  Gray, 
publishers  of  the  Journal  of  European  Business. 

The  most  comprehensive  resource  of  its  kind,  the 
DIRECTORY  delivers  600  pages  of  the  hard-to-find 
information  that  you  need  every  day.  You'll  find  that 
it  virtually  eliminates  the  need  for  time-consuming 
research,  exploratory  cold  calls  and  second-hand 
referrals  —  by  giving  you  instant  access  to  everything 
from  pre-screened  names  and  numbers  to  clear 
explanations  of  EC  Directives. 

Open  the  DIRECTORY  to  find 
fact-filled  profiles  of  700  reputable 
professionals  and  firms  specializing 
in  the  EC  or  Eastern  Europe;  full 
details  on  U.S.  and  European  agen- 
cies that  provide  services,  loans, 
grants  or  subsidies;  a  wealth  of 
action-oriented  information  on 
"hot"  markets,  and  much  more! 
All  in  one  affordable,  quick-refer- 
ence volume. 

To  order  your  copy,  return  the 
attached  coupon  or  call 
1-800-535-8403.  All  orders  are 
covered  by  Faulkner  &  Gray's 
Money-Back  Guarantee. 

Faulkner  &  Gray 

A  JPT  Publishing  Company 


To  order  your  Directory,  detach  and  mail  to:  EUROPEAN  BUSINESS  DIRECTORY 

Faulkner  &  Gray,  Inc., 
106  Fulton  Street,  New  York,  NY  10038 

□  Please  enter  my  order  for  the  1992  Edition  of  the  EUROPEAN  BUSINESS  DIRECTORY  at  $295. 
I  understand  that  I  must  remit  payment  or  supply  credit  card  information  prior  to  shipment.  If  I'm 
not  completely  satisfied  with  the  Directory  for  any  reason,  I  may  return  it  within  15  days  for  a  full 
refund  of  my  payment.  Future  annual  editions  will  be  shipped  on  approval. 
PLEASE  SELECT  PREFERRED  PAYMENT  OPTION. 

□  Check  for  $295  enclosed  (Payable  to  "Faulkner  &  Gray.") 

□  Reserve  my  copy  and  bill  me  for  $295.  (Directory  shipped  upon  receipt  of  payment.) 

□  Reserve  my  copy  and  bill  my  organization  for  $295.  (Directory  shipped  upon  receipt  of  payment.) 
□  Charge  to  my  credit  card  as  follows:  QV1SA  □  MASTERCARD  □  AMERICAN  EXPRESS  □  DINERS  CLUB 


-^—^ 

k 

•  1 

^^^^ 

1 

Account  #_ 
Signature_ 
NAME 


_Exp.  Date_ 


_Telephone( . 


TITLE 


ORGANIZATION. 
STREET 


CITY/STATE/ZIP_ 


FOR  IMMEDIATE  ATTENTION,  CALL  1-800-535-8403.                                 AT|N 
i_: '. j 

Published  by  Faulkner  &  Gray  —  America 's  premier  source  ofEumbusiness  information  and  guidance 


Charles  Schwab  has  a  nifty  service  for  investors  who  do 
business  with  several  fund  families.  But  should  thefunds 
be  a  little  edgy  about  Schwab's  intentions? 


One-stop 
shopping 


By  Suzanne  L.  Oliver 

Suppose  you  think  the  bull  market  in 
medical  stocks  is  over  but  the  small- 
company  sector  still  has  a  lot  of  life 
left.  You  want  to  switch  out  of  the 
Vanguard  Specialized  Health  Care 
Portfolio  into  Twentieth  Century  Ul- 
tra Investors,  a  small-company  fund 
now  doing  very  well. 

What  do  you  do?  You  call  Van- 
guard to  request  a  share  redemption, 
and  a  week  or  more  later  you  receive  a 
check  in  the  mail.  You  deposit  it  in 
your  checking  account  and  wait  for  it 
to  clear.  When  it  does,  you  mail  your 
own  check  with  an  application  to 
Twentieth  Century.  All  in,  your  mon- 
ey is  in  limbo  for  at  least  two  weeks 
and  perhaps  closer  to  a  month.  If  that 
month  was  this  past  July,  you  would 
have  missed  a  9%  rise  in  Twentieth 
Century  Ultra. 

Is  there  a  better  way?  Telephone 
switching  is  one  of  the  great  inven- 
tions of  the  mutual  fund  industry, 
since  it  gives  investors  immediate,  no- 
cost  transfers  among  funds.  But  you 
can  switch  this  way  only  among  funds 
that  belong  to  the  same  fund  family. 
What  is  there  for  customers  who  want 
to  switch  brands — Vanguard  to 
Twentieth  Century,  or  T.  Rowe  Price 
to  Scudder?  Charles  Schwab  &  Co.'s 
Mutual  Fund  Marketplace. 

The  Schwab  service,  introduced  in 
1984,  puts  all  your  mutual  fund  ac- 
counts on  a  single  monthly  statement 
from  Schwab.  Telephone  switching  is 
now  possible  among  funds  from  dif- 
ferent families.  Schwab  takes  t.  re  of 
all  the  work  for  you,  with  no  delay 
involved  as  checks  cross  in  the  mail. 

The  convenience  comes  at  a  price, 
though  a  fairly  modest  one.  The  tee 
for  an  isolated  purchase  or  sale  ranges 


from  0.6%  on  transactions  below 
$15,000  to  0.08%  on  amounts  over 
$100,000.  The  minimum  is  $29.  If 
you  switch  between  funds,  you  pay 
the  standard  fee  on  the  sale,  but  only 
$15  on  the  purchase.  Thus,  if  you 
moved  $10,000  from  one  fund  to 
another  through  Schwab,  you  would 
pay  $75.  There  is  no  annual  charge, 
nor  a  minimum  balance  at  Schwab. 

Of  course,  if  you  do  all  your  busi- 
ness at  one  fund  house,  there  is  little 
point  to  involving  Schwab  in  the  pro- 
cess. Within,  say,  the  Vanguard  family 
of  funds  or  the  Fidelity  family,  you  can 
switch  without  paying  these  fees.  But 
if  you  maintain  relationships  with  two 
or  more  fund  families — and  there  are 
good  tax  reasons  for  doing  that — the 
Schwab  method  can  make  a  lot  of 


sense.  A  $95  fee  to  switch  a  SI 00,000 
account  from  one  fund  to  another  is 
not  too  much.  You  could  easily  save 
that  much  by  not  having  a  5100,000 
redemption  check  dawdle  through 
the  mail  for  four  days. 

What's  the  tax  reason  for  doing 
business  with  two  fund  families?  Let's 
say  you  put  money  into  Vanguard's 
junk  bond  fund  and  the  share  value 
goes  down.  Just  switch  into  Fidelity's 
junk  bond  fund,  recognizing  a  tax- 
deductible  loss.  The  funds  are  similar 
enough  that  you  won't  risk  exiting  at 
the  bottom  and  missing  a  rebound. 
Yet  they  are  dissimilar  enough  to 
thwart  the  Internal  Revenue  Service 
rule  banning  "wash  sales." 

Michael  Kabarec,  a  financial  adviser 
in  Palatine,  111.,  makes  many  of  his 
clients'  no-load  mutual  fund  pur- 
chases through  Schwab.  "It  is  a  justi- 
fied price  to  pay  to  have  one's  finan- 
cial situation  organized,"  he  says. 

When  doesn't  Kabarec  use 
Schwab?  If  a  client  is  making  monthly 
contributions  to  a  fund,  Kabarec  es- 
tablishes the  account  with  the  fund's 
sponsor  to  avoid  a  monthly  transac- 
tion fee.  Once  the  client  has  finished 
buying,  Kabarec  transfers  it  to 
Schwab.  Schwab  charges  nothing  for 
the  transfer  and  immediate!)  .corpo- 
rates  that  fund  into  the  client's 
monthly  statements. 

Indeed,  an  individual  could  estab- 
lish a  brokerage  account  at  Schwab 
and  move  all  of  his  no-load  funds  into 
it  at  no  charge.  Schwab  would  main- 
tain the  accounts,  mail  the  fund  re- 
ports and  the  consolidated  statements 
and  hope  that  someday  the  investor 
would  do  a  transaction  at  Schwab. 
The  investor  can  move  assets  back  and 
forth  freely  between  a  Schwab  ac- 
count and  fund  sponsors.  But  Schwab 
does  not  allow  au  investor  to  write  a 
check  against  a  particular  mutual 
fund;  instead,  the  Schwab  One  ac 
count  conies  with  free  checking. 

About  99*  oi  the  $6  billion  in 
outside   mutual  fund  assets  held  at 
Schwab  are  in  no  load  funds.  1  lowe\ 
er,  Schw  lb  also  sells  load  funds,  some- 
times   without    the    load.    Recently 
Schwab  marketed  to  financial  ach  m 
the  load  funds  SoGen  International 
and     Pacific     Horizon     Aggressive 
Growth,  both  without  load.  Schwab 
spokesman  Hugo  Quackenbush  saw. 
"Any  deals  available  to  advisers  are 
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85  profitable  quarters  in  a  row. 


Year  after  year,  quarter  after  quarter, 
Freddie  Mac  continues  to  demonstrate  the  value 
of  the  way  we  do  business.  By  purchasing  only 
the  highest  quality  mortgages  and  in  turn 
securitizing  over  95%  of  them,  we  keep  interest- 
rate  and  credit  risk  under  control.  This  ensures 
a  stable  flow  of  funds  both  to  our  business  and 
to  the  residential  market. 

This  approach  seems  particularly  wise  at 
a  time  when  turmoil  continues  to  distress  the 
financial  system. 

Freddie  Mac's  prudent  financial  management 
has  produced  our  85th  consec- 
utive profitable  quarter.  An 
unbroken  record  that  few  other 
financial  companies  can  match. 

For  the  third  quarter  of  1991 , 
our  net  income  was  a  record 
$149  million.  Our  net  interest  margin  reached 
$388  million.  And  our  after-tax,  mark-to- 
market  value  is  $5.0  billion  as  of  September 
30  —  a  6  percent  increase  from  that  date  last  year. 
It  is  this  financial  strength  that  allows 
Freddie  Mac  to  fulfill  the  mission  set  forth  85 
quarters  ago:  to  maintain  a  continuous  flow  of 
funds  into  the  housing  market,  so  more  Ameri- 
cans can  achieve  the  dream  of  homeownership. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 
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THE  FUNDS 


available  to  all  Schwab  customers." 
Schwab  also  retails  institutional-only 
funds.  The  excellent  Pimit  bond 
funds  have  a  $25,000  minimum; 
Schwab  offers  them  with  a  $1,000 
minimum. 

Schwab  sells  600  no-load  funds 
from  90  fund  families  and  is  the  only 
brokerage  firm  that  sells  Vanguard 
funds.  Vanguard,  though,  is  talking 
with  Schwab  rival  Quick  &  Reilly 
about  a  similar  arrangement — and 
word  is  that  Quick  plans  to  undercut 
Schwab's  0.6%  maximum  charge. 

Few  fund  sponsors  haven't  cut  a 
deal  with  Schwab.  The  noteworthy 
Nicholas  funds  are  a  conspicuous  ab- 
sence. Sponsors  that  don't  participate 
risk  losing  accounts  from  people  who 
either  get  advice  from  a  financial  plan- 
ner or  decide  on  their  own  to  elimi- 
nate financial  clutter.  If  the  sponsors 
do  play  ball,  they  are  taking  a  chance 
that  some  of  their  customers  may  be 
tempted  to  switch  to  a  Schwab  fund, 
something  Schwab  wouldn't  mind. 
Schwab  already  has  $9  billion  in  its 
three  money  market  funds  and  $145 
million  in  its  Schwab  1000  Fund,  a 
cut-rate  index  fund  introduced  in 
April.  Now  Schwab  is  pitching  a 
short-term  government  bond  fund  to 
Schwab  brokerage  customers. 

"We  don't  have  aspirations  of  com- 
peting with  the  big  fund  families," 
insists  Thomas  Seip,  senior  vice  presi- 
dent at  Schwab,  confessing  that  he 
may  bring  out  as  many  as  15  more 
money  market,  fixed-income  and  in- 
dex funds  by  the  end  of  1993.  "These 
will  be  conservative,  low-cost  funds 
that  won't  be  promoted  heavily  out- 
side the  Schwab  customer  base." 

Schwab  has  another  moneymaking 
scheme  up  its  sleeve.  Seip  reasons  that 
since  Schwab  is  doing  the  brunt  of  the 
shareholder  accounting  work  for  peo- 
ple holding  outside  funds  in  Schwab 
accounts,  the  fund  sponsor  should 
kick  back  to  Schwab  a  service  fee — 
0.2%  to  0.4%  of  assets  annually.  W. 
Gordon  Snyder,  vice  president  of  in- 
stitutional marketing  at  Twentieth 
Century,  splutters  that  such  a  demand 
is  "horrendously  high."  Vanguard 
says  it  won't  give  Schwab  a  dime. 

If  Schwab  M\d  other  discounters 
stir  up  a  little  innovation  in  the  way 
funds  are  marketed,  so  be  it .  When  t  lie 
dust  settles,  the  investor  will  probably 
have  more  or  better  options.  H 
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Investment  genius  has  been  defined  as 
the  lucky  use  of  leverage  in  a  bull  market. 
So  how  do  you  define  investment  stupidity? 

Unlucky  leverage 


By  Katarzyna  Wandycz 

If  selecting  a  good  fund  came  down 
to  finding  whatever  went  up  the  most 
in  the  past  year,  the  proper  course  of 
action  for  tax-exempt  investors  would 
be  clear:  Buy  leveraged  funds.  These 
are  closed-end  portfolios  of  municipal 
bonds  financed  in  part  with  short- 
term  borrowings.  The  Nuveen  Per- 


formance Plus  Muni  Fund,  for  exam- 
ple, fully  lived  up  to  its  name  over  the 
12  months  through  September,  with 
a  17.8%  total  return  on  its  common 
shares  (dividends  plus  changes  in  the 
net  asset  value).  That  fund  has  a  lot  of 
company  on  the  performance  charts 
(see  table,  opposite). 
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Wise  investors,  though,  will  pause 
before  jumping  on  this  bandwagon. 
Leveraged  bond  funds  simply  exag- 
gerate the  movements  of  the  bond 
market  they  invest  in.  In  the  past  year, 
as  it  happens,  municipal  bonds  have 
been  in  a  modest  bull  market — which 
means  that  leveraged  portfolios  of 
munis  have  been  in  a  terrific  bull 
market.  But  what  happens  when  the 
muni  bond  market  turns  modestly 
bearish?  Leveraged  portfolios  could 
end  up  in  a  terrifying  bear  market. 

None  of  this  simple  arithmetic  can 
be  denied  by  John  Nuveen  &  Co.,  the 
leading  vendor  of  leveraged  munici- 
pal funds.  But  Nuveen,  a  St.  Paul 
insurance  company  subsidiary  that 
packages  tax-exempt  securities, 
knows  a  good  sales  opportunity  when 
it  sees  one.  With  the  muni  rally  still  on 
and  the  leveraged  muni  funds  looking 
brilliant,  Nuveen  recendy  launched 
seven  new  funds  it  plans  to  leverage 
within  the  next  few  months.  Its  $1.1 
billion  Nuveen  Insured  Municipal 
Opportunity  Fund  offering  in  Sep- 
tember was  this  year's  biggest  new 
issue.  Nuveen  manages  more  than 
half  of  the  29  single -state  and  national 
leveraged  muni  funds  now  trading. 

The  leverage  takes  the  form  of  pre- 
ferred shares,  with  the  preferred  typi- 
cally accounting  for  a  third  of  the 
mutual  fund's  total  capital.  The  pre- 
ferred-stock holders  are  paid  about 
two-fifths  of  a  percentage  point  below 
the  rate  that  would  be  paid  on  a 
revenue  anticipation  note,  but  slight- 
ly more  than  on  other  short-term 
municipal  borrowings.  Recendy,  the 
preferred  on  Nuveen's  Performance 
Plus  Municipal  Fund  was  yielding 
4.1%.  The  preferred -stock  holders  are 
happy  to  take  such  low  rates  because 
they  can  get  at  their  money  in  as  little 
as  a  week. 

Here's  the  magic  in  a  leveraged 
arrangement.  Short-term  tax-exempt 
rates  are  running  better  than  two 
percentage  points  below  rates  on 
long-term  tax-exempt  bonds,  now 
yielding  about  6.7%.  So  long  as  these 
rates  stay  put,  leveraged  buyers  get  a 
yield  kick.  They  are,  in  effect,  borrow- 
ing at  4.1%  and  lending  out  at  6.7%. 
Not  counting  expenses,  that  more 
than  two-point  spread  adds  at  least  an 
extra  point  to  the  yield  on  the  com- 
mon shares  (remember,  there  is  about 
half  as  much  preferred  capital  as  com- 


mon capital  in  the  fund). 

If  long-term  rates  head  downward, 
the  common  investors  do  still  better. 
Declines  in  long-term  rates  push  up 
the  prices  on  long-term  bonds.  That 
can  mean  a  capital  gain  for  an  investor 
in  bonds,  and  an  extra  dose  of  capital 
gains  for  a  leveraged  investor.  Let's 
say  you  invest  $10,000  in  a  fund  that 
is  33%  leveraged.  If  the  bonds  go  up  in 
value  by  10%,  your  capital  apprecia- 
tion equals  10%  of  $15,000  and  not 
10%  of  $10,000.  In  other  words,  you 
chalk  up  a  $1,500  gain  in  your  net 
asset  value,  instead  of  $1,000.  That's 
how  Nuveen  was  able  to  deliver  a 
dazzling  17.8%  return  on  its  Perfor- 
mance Plus  fund.  It's  like  buying 
stocks  on  margin,  which  is  a  great  way 
to  get  rich  in  a  bull  market. 

Sound  good?  Sure,  until  you  run 


as  an  owner  of  long  bonds  are  magni- 
fied. A  two-point  increase  in  the  inter- 
est rate  would  knock  the  value  of  a 
long-term  6.4%  bond  back  by  at  least 
10%.  Since  you  are,  in  effect,  buying 
on  margin,  your  losses  are  magni- 
fied—15%  instead  of  10%. 

One  more  misfortune  would  al- 
most certainly  befall  a  leveraged -fund 
shareholder  in  a  bear  market.  The 
funds  are  all  trading  at  premiums  to 
net  asset  value,  reflecting  the  public's 
exuberance  over  their  recent  perfor- 
mance .  That  is,  you  pay  $  1 0,500  (plus 
a  broker's  commission)  to  get 
$10,000  worth  of  bonds.  In  a  bear 
market,  when  leveraged  funds  are  do- 
ing worse  than  their  unleveraged 
cousins  and  maybe  even  losing  mon- 
ey, the  premium  would  almost  cer- 
tainly disappear.  That  would  amplify 


Ten  big  leveraged  muni 

funds 

Fund 

Net  assets1 
($mil) 

12-month 
total  return2 

Premium2 

Nuveen  Performance  Plus  Muni 

$826 

17.8% 

3.5% 

Nuveen  Premium  Income  Muni 

794 

15.5 

3.6 

Nuveen  Municipal  Market  Opportunity 

654 

17.5 

4.5 

Nuveen  Municipal  Advantage 

604 

17.0 

5.4 

Munivest 

571 

16.2 

5.1 

Nuveen  Investment  Quality  Muni 

515 

15.8 

6.6 

Kemper  Muni  Income  Trust 

434 

18.4 

1.2 

MuniEnhanced 

331 

18.5 

4.7 

Van  Kampen  Merritt  Muni  Income 

270 

17.3 

5.1 

Allstate  Muni  Premium  Income 

256 

16.5 

0.6 

All  figures  as  of  9/30/91.  'Common  shareholders'  equity.     : 

Excess  of  stock 

price  over  net  asset  value. 

Source:  Upper  Analytical  Services 

If  interest  rates  only  went 
down,  these  funds  would 
always  outperform  unlever- 
aged funds.  If. 


into  a  bear  market.  The  leverage  that 
works  so  beautifully  going  up  is  just  as 
powerful  going  down. 

In  bonds,  a  bear  market  means 
rising  interest  rates.  Let's  say  you  buy 
a  pile  of  long-term  bonds  yielding 
6.4%,  paying  the  bill,  in  part,  with 
money  borrowed  at  4.4%.  Now  rates 
shoot  up  two  points,  with  short  mon- 
ey costing  6.4%.  Your  arbitrage  profit 
is  wiped  out,  since  you  are  paying  as 
much  to  finance  your  6.4%  bonds  as 
you  are  collecting  from  them. 

Worse,  the  capital  losses  you  suffer 


your  capital  losses  by  another  $500. 

"The  complacency  that  exists  in 
interest  rates  won't  last  forever,"  says 
Richard  Barone,  chairman  of  Maxus 
Securities,  a  Cleveland- based  money 
management  firm  investing  in  closed- 
end  funds.  "Within  a  couple  of  years 
inflation  will  reignite  and  interest 
rates  will  go  up.  For  the  leveraged 
funds  it  will  be  a  triple  whammy: 
Their  net  assets  will  go  down  and 
premiums  will  go  to  discounts,  and 
the  leverage  will  be  on  top  of  all 
that."  ■* 
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hey  say  its 
getting  hard  to 
draw  the  line 
between  news  and 
entertainment. 
So  what? 
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Telephone  company  bonds  are  no  longer  the  risk-proof  securities 
they  once  were.  As  risks  have  increased,  the  reward  of  owning  them 
has  decreased.  Now  they  must  be  picked  with  care. 

Beware  a  bad 
connection 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Bonds  of  the  parent  American  Tele- 
phone &  Telegraph  holding  company 
and  those  of  the  Bell  operating  com- 
panies were  once  of  unquestioned 
class.  Even  AT&T's  common  stock, 
with  its  fixed  $9-a-year  dividend,  used 
to  act  like  a  quality  bond. 

No  longer.  Telephone  company 
credit  ratings  have  been  slipping  from 
pristine  AAA  levels,  mostly  because  of 
increased  competition  to  local  tele- 
phone companies  from  private  and 
cellular  networks  following  the  break- 
up of  AT&T. 

Despite  this,  the  spreads  have  nar- 
rowed, to  around  90  basis  points  over 
30-year  Treasurys  (down  from  150 
basis  points  five  years  ago).  In  other 
words,  at  the  very  time  risks  have 
increased,  the  reward  of  owning  tele- 
phone bonds  has  decreased.  In  short, 
as  a  group,  telephone  bonds  are  far 
from  being  flaming  bargains. 

"I  would  say  telephone  companies 
are  not  a  good  buy  now.  And  if  ratings 
drop  further,  it  will  result  in  loss  of 
principal,"  warns  Marion  Boucher,  a 
vice  president  and  telecommunica- 
tions analyst  with  Donaldson,  Lufkin 
&  Jenrette. 

Ratings  look  certain  to  slip  further. 
Standard  &  Poor's  still  carries  the 


senior  debt  of  ten  Bell  companies  as 
AAA.  But  it  classifies  five  of  them — 
South  Central,  Southern  Bell,  Wis- 
consin, Michigan,  BellSouth — as  hav- 
ing a  negative  outlook. 

A  better  guide  to  future  credit  qual- 
ity for  the  Bell  companies  might  be 
the  A-minus-rated  GTE  Corp.  (for- 
merly General  Telephone  &  Elec- 
tronics), says  Fitch  Investors  Services, 
warning  to  expect  downgrades  by  the 
end  of  1992's  first  quarter.  S&P  has 
AT&T  marked  down  to  an  AA  rating, 
while  other  Bell  companies  range  in 
quality  down  to  the  A  of  Nynex. 

The  key  reason  these  bonds  have 
tarnished  is  the  inability  of  many  Bell 
managements  to  adapt  readily  to  the 
changed  environment  since  Judge 
Harold  Greene  oversaw  the  breakup 
of  the  AT&T  telephone  monopoly. 
Most  Bell  company  managements 
"are  not  entrepreneurs,  not  at  all  like 
those  who  started  cable  companies  or 
cellular  operations,  which  are  their 
new  competitors,"  says  Boucher. 

But  she  sees  a  few  exceptions, 
where  the  worst  of  the  adaptation  to 
the  new  world  is  complete  and  whose 
bonds  trade  at  levels  lower  in  price, 
higher  in  yield.  Mostly  they  are  the 
smaller  independent  telephone  com- 
panies, plus  a  couple  of  the  baby  Bells. 

So,  although  telephone  company 
bonds  are  not  as  risk- free  an  invest- 
ment as  they  once  were,  there  are 
opportunities.  Boucher  advises  inves- 
tors to  pick  and  choose  carefully.  She 
gives  some  examples  where  company 
performance  is  expected  to  improve: 
Pacific  Telephone  83/4S  of  2025,  New 
York  Telephone  8%s  of  2024,  and 
Southwestern  Bell  8%s  of  2020, 
which  today  yield  95  to  105  basis 
points  over  30-year  Treasurys. 

Pacific  Telephone  has  done  well 


through  California's  recession,  and 
has  managed  to  persuade  regulators 
to  give  it  more  flexibility  to  negotiate 
more  competitive  rates.  Both  New 
York  and  Southwestern  have  seen 
some  local  economic  recovery  and 
have  invested  in  new  cost -cutting  net- 
works. In  addition,  New  York  has 
been  getting  out  of  a  loss-making 
computer  business. 

Issues  to  be  avoided,  she  says,  in- 
clude South  Central  8Vfes  of  2029  (92 
basis  points  over  Treasurys)  and  Illi- 
nois Bell  8  Vis  of  2016  (90  basis  points 
over  Treasurys).  Both  companies  and 
their  parent  holding  companies  carry 
AAA  ratings,  which  are  too  high,  in 
Boucher's  judgment.  While  a  down- 
grading could  lift  yields  by  up  to  20 
basis  points,  it  could  cut  prices  by  as 
much  as  1 5%,  eating  into  an  investor's 
principal. 

Bell  of  Pennsylvania's  83/4s  of  2026 
(90  basis  points  above  Treasurys)  are 
risky  because  of  troubles  threatening 
its  parent,  Bell  Atlantic.  The  parent 
owns  a  $4.2  billion  subsidiary  en- 
gaged in  leasing,  a  business  it  is  unfa- 
miliar with  and  which  is  contributing 
next  to  nothing  to  profits.  Bell  Adan- 
tic has  also  made  a  risky  $1 .65  billion 
investment  in  a  cellular  phone 
operation. 

Ratings  changes  for  phone  compa- 
ny bonds  by  S&P  have  been  sparse  this 
year.  For  example,  Chesapeake  &  Po- 
tomac was  raised  to  AA  from  AA- 
minus,  because  S&P  expects  the  stron- 
ger earnings  and  capital  recovery  seen 
in  1990  to  continue.  Southern  New 
England  was  marked  down  from  AA- 
plus  to  AA,  largely  because  of  poor 
financial  performance  and  the  weak 
Connecticut  economy. 

Clearly,  these  are  just  the  first  of 
many  more  serious  reratings.  H 
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Investing  in  long  bonds  today  has  elements  of  market 
timing  to  it— if  not  Russian  roulette. 

Buy  long 
bonds  now? 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Interest  rates  have  been  declining 
for  almost  two  years,  and  with  a 
stalled  economy  could  continue  to 
edge  lower.  Is  this  the  time,  then,  to 
buy  long-term  bonds?  In  my  view, 
absolutely  not. 

First,  inflation  is  anything  but  dead. 
Although  the  rate  has  dropped  fairly 
sharply  in  recent  months,  this  is  usual- 
ly the  case  in  a  recession.  However,  in 
the  1 2  months  prior  to  the  downturn 
the  cpi  increased  at  a  6. 1  %  annual  rate, 
and  over  the  past  ten  years  at  4.1%. 

To  put  this  into  context,  if  inflation 
were  to  return  to  the  average  rate  of 
the  Eighties,  an  investor  purchasing  a 
ten-year  Treasury  today  and  holding 
it  to  maturity  would  have  only  his  or 
her  original  purchasing  power  after 
inflation  and  taxes.  Not  the  greatest 
way  to  build  capital. 

But  the  problem  of  zero  returns 
after  adjusting  for  inflation  and  taxes, 
bad  as  it  is,  is  not  the  most  serious  one. 
Even  more  chilling  is  what  has  hap- 
pened to  investors  who  held  lone, 
term  Trcasurys  for  extended  periods. 
These  are  universally  regarded  to  be 
among  the  safest  of  investments  but 
are  anything  but,  as  the  chart  on  this 
page  shows.  (The  data  have  been 
taken  from  Ibbotson  &  Sinquefield's 


study  of  government  securities  re- 
turns, and  adjusted  by  me  for  rising 
prices  and  taxes.  A  50%  tax  rate  was 
used,  which  is  about  in  line  with  the 
rate  of  the  median  Forbes  reader  over 
the  entire  period  of  the  study.) 

As  the  chart  clearly  shows,  invest- 
ing in  long  bonds  has  been  a  loser's 
game.  Placing  $100,000  in  long 
Treasurys  in  1946  would  have  left  the 
investor  with  only  $27,200  in  pur- 
chasing power  by  the  end  of  1990 — 
and  this  after  the  sharp  bond  rally  of 
recent  years.  That's  right,  almost 
three-fourths  of  the  investor's  worth 
would  have  disappeared — in  spite  of 
"the  magic  of  compounding" — eat- 
en up  by  the  two  colossal  devourers  of 
wealth,  inflation  and  taxes. 

Treasury  bills,  after  rising  prices 
and  taxes,  didn't  do  much  better,  with 
$100,000  dropping  to  $39,400. 
Even  buying  the  "safest  of  all  invest- 
ments," an  investor  lost  heavily  over 
the  years. 

Without  taxes,  there  was  still  no 
return  on  capital:  $100,000  invested 
in  long  bonds  in  1946  became 
$99,000  at  the  end  of  1990,  adjusting 
for  inflation. 

Is  this  an  aberration  of  earlier  years 


that  is  not  likely  to  recur?  Unfortu- 
nately not.  Over  the  past  5  years  of 
what  is  considered  moderate  infla- 
tion, prices  have  risen  at  a  4.4%  rate 
annually.  In  fact,  in  only  2  of  the  past 
45  years  did  prices  decline,  both  more 
than  30  years  ago. 

Inflation  may  be  in  remission,  but  it 
is  still  one  of  the  most  formidable 
obstacles  investors  have  to  deal  with. 
Considering  increased  cost  pressures 
in  a  recovery,  it's  not  likely  to  go  the 
way  of  the  dinosaur. 

Remember  this:  It  doesn't  take 
much  of  a  hike  in  rates  on  a  30-year 
Treasury  to  put  a  big  dent  into  capital. 
If  rates,  for  example,  rose  two  per- 
centage points  in  a  stronger  economic 
environment,  the  price  of  a  30-year 
Treasury  would  drop  19.3%.  After 
paying  taxes,  it  would  take  four  years 
to  compensate  for  this  loss  out  of 
interest  payments. 

Investing  in  long  bonds  today  has 
elements  of  market  timing.  Not  only 
do  the  forecasters  have  to  be  right  that 
rates  will  drop  further,  but  they  have 
to  pick  a  point  near  the  low  and 
skedaddle  quickly,  before  rates  turn 
up.  If  they  are  dead-on,  which  is  a 
long  shot,  they  will  make  a  small 
profit.  If  they  are  wrong,  they  could 
blow  a  large  hole  in  your  capital. 
These  are  not  particularly  attractive 
odds  for  the  value  investor. 

I  believe  a  better  fixed -income 
strategy  today  is  to  keep  your  maturi- 
ties short — under  three  years — even 
though  it  is  only  a  holding  action.  At 
least  it  will  keep  your  capital  intact.  If 
inflation  rekindles  not  too  far  out,  you 
will  be  in  a  good  position  to  pick  up 
higher-yielding  securities  with  your 
capital  unimpaired.  H 


T  bills  versus  long-term  bonds 

$  millions 


T  bills 


I*  now  the  time 
to  take  the  plunge 
with  long-term 
bonds? 
I  don't 
think  so. 


Long-term  bonds 
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Recently,  Insight  scooped  The  New  York 
Times  on  a  story  about  the  U.S.  government's 
overreaction  to  the  dioxin  scare. 

Ahead  of  the  curve. 

Insight 

Call  1-800-356-3588  to  start  a  full  year  of  Insight  for  just  $25.50. 


L  STREET  IRREGULAR 


MONEY  &  INVESTMENTS 


Warning  signal:  While  most  investment  letters 
are  bullish,  the  best  ones  are  not. 

Flashing  amber 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


The  intermediate-term  outlook  for 
stocks  is  bearish.  That's  the  conclu- 
sion I  draw  from  those  investment 
letter  editors  whose  timing  advice  has 
beaten  the  market  over  the  last  five 
years.  These  market  beaters  are  bear- 
ish. And  while  they  are  bearish,  the 
majority — all  those  other  market  let- 
ters that  haven't  beaten  the  market — 
are  on  balance  quite  bullish. 

This  contrast  between  the  bearish 
best  and  the  bullish  rest  will  surprise 
many  readers.  It's  very  much  at  odds 
with  the  sentiment  picture  that  cur- 
rently is  being  painted  by  the  financial 
press.  Contrarians  are  contending 
that  advisers  are  predominantly  bear- 
ish and  that  therefore  the  market's 
rally  cannot  be  called  into  question  on 
sentiment  grounds. 

But  the  sentiment  situation  in  fact 
is  quite  different,  according  to  data 
compiled  by  the  Hulbert  Financial 
Digest.  It's  not  the  crowd  that  is 
bearish  but  rather  those  advisers  with 
the  best  record. 

This  should  serve  as  a  warning  sig- 
nal: Be  careful  about  the  rally  that  has 
recently  carried  the  Dow  industrials 
to  a  new  high. 

Why  haven't  people  noticed  that 
the  typical  investment  letter  is  bullish? 
Because  what  these  advisers  say  and 
what  they  do  are  not  the  same  thing. 
And  the  financial  press  tends  to  focus 
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on  what  advisers  are  saying.  The  Hul- 
bert Financial  Digest,  in  contrast, 
concentrates  on  what  they  do,  which 
at  the  moment  is  different  from  what 
they  say.  Right  now,  in  fact,  even 
though  the  average  adviser  may  be 
talking  a  cautious  or  bearish  game,  his 
portfolio  remains  substantially  invest- 
ed in  equities. 

Consider  what  advisers  currently 
are  saying  about  the  stock  market. 
Take  Investors  Intelligence's  tally  of 
advisory  sentiment  data,  which  is 
compiled  primarily  according  to  what 
advisers  are  saying.  Currently  it  re- 
ports that  just  40.6%  of  the  advisers  it 
monitors  are  bullish.  This  bullish  per- 
centage is  the  lowest  since  midyear. 
Likewise,  Market  Vane's  poll  of  the 
outlook  of  futures-trading  advisers 
shows  just  32%  bulls.  And  Consensus 
Inc.,  which  surveys  the  opinions  of  all 
major  professional  brokers,  reports 
just  35%  bulls. 

But  that's  what  these  people  say, 
not  what  they  do. 

According  to  my  figures,  in  con- 
trast, the  average  stock  market  expo- 
sure among  all  the  advisers  tracked  by 
the  hfd  now  stands  at  a  quite  high 
66%.  How  high  is  this?  Pretty  darned 
high — above  any  reading  since  the 
August  1987  pre-crash  top,  apart 
from  some  marginal  exceptions  regis- 
tered earlier  this  year. 

Now  that  we  know  that  the  typical 
adviser  currently  is  quite  bullish,  we 
can  appreciate  the  significance  of  the 
market  beaters'  caution.  To  find  the 
market  beaters,  I  looked  at  perfor- 
mance over  the  last  five  years.  It  turns 
out  that  just  ten  of  the  25  market 
timing  services  I  have  followed  for 
that  period  were  able  to  beat  a  buy 
and  hold,  and  the  average  exposure  to 
the  stock  market  among  these  ten 
stands  at  47%.  In  short,  they  are  less 
than  50",.  invested. 

Even  this  figure  makes  this  top  ten 
look  less  bearish  than  they  realty  are. 
The  only  outright  bullishness  among 


them  comes  from  the  three  timing 
systems  with  the  shortest-term  focus: 
"Time  Trend"  of  Gerald  Appel's  Sys- 
tems <&  Forecasts;  the  "Intermediate- 
Term  Model"  of  Charles  Hooper's 
Mutual  Fund  Strategist,  and  the 
"Short-Term  Trend  Indicator"  of 
Martin  Zweig's  Zweig  Forecast.  Each 
has  generated  more  switches  than  any 
of  the  other  market  beaters:  once  per 
month  on  average  over  the  last  five 
years.  So  their  current  bullishness  can 
have  only  short-term  significance. 
Take  them  away,  and  the  average 
exposure  among  the  five-year  market 
beaters  drops  to  just  24%. 

But  that's  not  the  only  reason  this 
47%  exposure  belies  how  bearish  the 
top  really  are.  One  of  the  market 
beaters,  Market  Logic,  is  recommend- 
ing a  65%  invested  position.  This 
would  be  a  relatively  bullish  posture 
by  all  but  its  own  peculiar  standards, 
which  predispose  it  always  to  be  at 
least  partially  in  the  market  because  of 
stocks'  long-term  potential.  In  fact, 
this  letter  is  more  bearish  than  at  any 
time  since  1981. 

Market  Logic's  econometric  mod- 
els currently  project  that  the  average 
NYSE  stock  in  three  years'  time  will  be 
25%  lower  than  it  is  today — even  after 
taking  dividends  into  account.  Over 
the  next  five  years,  according  to  Mar- 
ket Logic's  models,  the  average  NYSE 
stock's  total  return  will  be  just  15% — 
or  just  2.8%  on  an  annualized  basis.  In 
other  words,  Market  Logic  project^ 
that  a  riskless  money  market  fund  will 
outperform  the  stock  market  over  the 
next  five  years. 

This     bearish     intermediate-term 
outlook  is  endorsed  by  other  let:* 
among  the  market  beating  ten.  One 
of  them  is  the  Big  Pictmit,  edited  by 
Stephen  Leeb  (former);   entitle 
dicator  Digest).  1  conomftrk 

model    is   even    more    bearish    than 
Market    Logic's    over    the    next     12 
months,  projecting  a  total  return  for 
blue  chip  stocks  of-1 1%.  More  bear 
ish  still  is  Flliort  Wave  's  Rob 

ert  Prechter,  who    s  ng  that 

the  bear  market  that  w  at  am 

time  will  eventually  bottom  at  1100 
on  the  Dow.  (See  "laces  Behind  the 
figures,"  p    392 

M\  studies  show  that  the  ten  mar 
ket  beaters  are  well  worth  listening 
to.  What  the)  arc  saying  now  is   Be 
careful.  ■■ 
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Dealerscope  Merchandising  Products  of  the  Month 


British  Boston  Marketing  Interpreter  II 


Like  the  original  Interpreter,  the  Interpreter  II 

translates  words  and  phrases  in   five 


different  languages;  English,  French, 
Spanish,  Italian  and  German.  Its  user 
friendly  approach  utilizes  a  unique 
"phrase  building"  system  which 
ace- esses  thousands  of  the  most 
commonly  used  phrases  on  the  basis  of  a 
single  word  entry.  With  its  new 
variable  speed  pronunciation  mode, 
you  can  hear  your  intended 
translations  spoken  at  a  pace  you  can  be 
comfortable  with.  Interpreter  II  has  a 
vocabulary  of  over  13,000  words  and 
65,000  phrases.  It  also  features  14  "most 
commonly  used  phrase"  categories, 
affording  the  user  over  700  total  phrases. 
Retail  price  $249.95. 


Millenium  Power  System 
ChargeMan™  Rapid  Charger 


Power  this  season's 
new  ChargeMan ,s'  R 
from  the  Milleniu 
Including  a  3-5  hour 
Millenium 
Power  Cells, 
ChargeMan IM 
is  a  perfect 
companion  for 
personal 
headset 
stereos,  toys 
and  photo 
accessories. 
Call  1-800- 
CAN  POWR 
for  the  retailer 
nearest  you. 


gift  giving  with  the 
apid  Charger  outfit 
m  Power  System, 
charger  and  two  AA 


Fisher  Fuzzy  Logic  8mm 
Camcorder 


The  revolutionary  new  technology  of  Fuzzy 
Logic  offers  point-and-shoot  performance 
that  automatically  delivers  sharp,  bright 
pictures  with  the  correct  colors,  time  after 
time,  under  conditions  that  other  cam- 
corders just  can't  handle.  Shaped  like  a  pair 
of  binoculars,  the  horizontal  design  helps 
assure  a  steady  grip  for  sharper  pictures  and 
permits  easy  access  to  special  features 
during  recording.  Lighter,  faster  and  easier- 
to-use  than  ever,  the  new  Fisher  FVC-990 
Camcorder  is  the  first  truly  point-and-shoot 
camcorder.  For  more  information  contact 
Fisher  Audio/Video,  21350  Lassen  Street, 
Chatsworth,  CA  9131 1  or  call  (818)  998-7:522. 


Sanyo  VHR9406  4-Head  Double  Azimuth  VHS  HI-FI  VCR 


Sanyo's  VHR9406  -  the  ultimate  VCR.  With 
consumer-friendly  features  like 
English/Spanish  Bi-Lingual  Remote  On- 
Screen  Programming,  Auto  Head  Cleaning, 
TV  Monitor  and  1-Touch  Daylight  Savings 
Timer,  and  advanced  audio/video  functions, 
like  VHS  Hi-Fi  Record/Playback,  MTS/dbx 
Stereo  Decoding,  and  4-Head  Double 
Azimuth  Special  Effects  System.  Other  great 
features  include  181-Channel  Cable-Ready 
Quartz  Tuning,  1  Year/6  Event  Timer,  40- 
Function  Unified  Remote,  Real  Time 
Counter,  VHS  Index  Search,  Quick  Timer 


Record,  and  Front  Panel  A/V  Inputs.  For 
information,  contact  Sanyo  Consumer 
Electronics,  21350  Lassen  Street, 
Chatsworth,  CA  9131 1  or  call  (818)  998-7:322. 


INTEGRA®  Digitel  28 

Two-line  Non-KSU  Telephone  System 

Combine  2  to 
8  D  i  g  i  T  e  1 
telephones  to 

create  a  2-line 

system    with 

BIG     system 

features.    The 

INTEGRA® 

DigiTel  28  is 

easy    to    use 

and     install, 

simply    plug 

into     any 

standard 

modular  jack.   This  2-line  system  offers  over 

20  different  BIG  system  features  including  3- 

way  conferencing,  40-number  memory,  hold, 

speakerphone,  visual  display,  line  status  at 

each  phone  and  room  monitor.    Perfect  for 

home  or  office,  the  INTEGRA®  Digitel  28 

provides  3  intercom  functions:  Ring,  Voice 

Announce  and  All  Page.   Also  Available  in  a 

3-line  version.    Currently  in  stock.    Call  402- 

390-8600  for  more  details. 

BELL'OGGETTI  B-400  (Piramide) 


A  modern  pyramid  design  available  in  living 
red  or  a  high-tech  grey  base  designed  to  match 
most  television  sets.  Features  include  unique 
Italian  design;  heavy  gauge,  all-metal 
construction;  tempered-glass  shelves;  high- 
impact  thermo  finish;  adjustable  floor  levelers; 
European  quality,  craftsmanship,  and  styling; 
and  shipped  KD  with  ultra-simple  assembly. 
This  unit  is  designed  to  hold  TV  monitors  up  to 
25"  with  dimensions  of  29  1/2"W  x  30"H  x  18 
5/8"D.  Suggested  list  is  $399. 
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THE  TALK  OF  THE  TOWN 

Motet  and   Comment 

March  25,  I9?l   Page  25 


*»  llliC 

Private  Drees  had  survived  that  ran- 
dom Scud  attack  on  the  Army  barracks 
near  Dhahran.  "I  caught  my  breath  for 
a  second  and  looked,  and  the  whole 
building  was  gone,"  he  continued. 
"My  bunk  was  against  the  wall  and  it 
\was  gone.  I  reached  back  and  pieces  of 
my  leg  were  missing.  My  right  shoe 
iwas  off.  I  tried  to  chase  it  around,  and 
I  couldn't./  THE      *-*^     ""* 

K  Inc. 
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WHEN  YOU  READ  IT,  YOU'LL  5EE. 


FINANCIAL  STRATEGY 


MONEY  &  INVESTMENTS 


Betting  on  a  global  business  slump  has  worked  well  for 
two  years.  Stick  with  the  winning  horse. 

A  recessionist's 

portfolio 

revisited 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


In  my  Sept.  18,  1989  column,  I 
spelled  out  ten  ways  to  make  money  in 
tough  times.  How  did  that  recession- 
ist's portfolio  do  through  September 
1991?  Unfortunately  for  the  econo- 
my, it  has  performed  very  well.  Here 
are  some  of  that  column's  predictions 
and  how  they  have  panned  out: 

■  Ijong-term  interest  rates  will  fall.  So 
they  have,  and  as  a  result,  the  Shear- 
son  Treasury  long-term  index,  our 
measure  for  this  category,  has  risen 
24%  in  the  last  25  months. 

■  Short-term  interest  rates  will  fall. 
This,  too,  has  happened.  The  Shear- 
son  intermediate -term  Treasury  in- 
dex is  up  24%. 

■  Interest-sensitive  utility  stocks  will 
rise.  They  have — but  only  slightly. 

■  Cyclical  stocks  will  fall.  The  Dow 
Jones  consumer  cyclical  and  industrial 
group  indexes  have  fallen,  bin  barely. 

■  Commodity  prices  will  full.  Copper 
futures  arc  down  17%,  while  the  Dow 
Jones  basic  materials  group  index  has 
been  Hat,  on  balance. 


■  Oil  prices  will  fall.  Oops.  Oil  futures 
have  risen  19%  since  the  end  of  Au- 
gust 1989. 

■  Tangible  asset  prices  will  fall.  We  got 
this  right.  Our  index  of  real  estate- 
laden  New  England  savings  banks 
stocks  dropped  76%. 

■  LBOs  will  be  in  trouble  and  junk 
bonds  will  collapse.  They  did,  but  then 
rallied;  the  Merrill  Lynch  high  yield 
bond  index  has  gained  19%  overall. 

■  The  dollar  will  weaken  initially,  then 
rise  as  the  recession  becomes  global.  This 
has  happened,  and  taking  into  ac- 
count our  switch  last  fall  from  short  to 
long,  this  element  of  the  recessionist's 
portfolio  has  gained  28%. 

■  The  Japanese  stock  market  will  fall. 
Jackpot!  Our  Nikkei  put  warrants  are 
up  305%  in  the  last  25  months. 

Overall,  our  recessionist's  portfo- 
lio, with  each  element  equally  weight- 
ed, has  risen  43%  since  August  1989, 
while  the  s&p  500  stock  index  has 
gained  10%.  Our  leveraged  version  of 
the  same  model  portfolio  is  up  111%. 
But  what  lies  ahead? 

This  recession  will  probably  be  a 
double-dipper,  like  five  of  the  eight 
previous  postwar  slumps.  In  each 
case,  a  quarter  of  positive  real  GNP 
growth  separated  negative  quarters. 

This  time  around,  manufacturing 
has  shown  some  strength  since  spring, 
but  only  because  of  the  unwinding  of 
excess  inventory  liquidation.  Rut  the 
process  will  be  over  soon  unless  final 
demand  revives. 

Service  industries,  where  77%  of 
employed  Americans  work,  are  cut 
ting  tat  that  has  accumulated  for  two 
decades,  thereby  subduing  payrolls, 
incomes,  consumer  confidence  m\<\ 


spending.  At  the  same  time,  the  credit 
crunch  continues  to  bite,  as  scared 
lenders,  derriere- protecting  bank  ex- 
aminers and  creditworthy-but-cau- 
tious  borrowers  all  refuse  to  turn  the 
Fed's  easier- money  policies  into  new- 
loans.  Exports  aren't  helping  as  global 
economic  softness  tempers  foreign 
demand  for  U.S.  goods. 

The  federal  deficit  is  preventing  the 
usual  recession-fighting  tax  cuts  and 
spending  increases.  State  and  local 
governments,  bastions  of  spending 
growth  in  the  past,  are  doing  the 
reverse  to  close  their  yawning  deficits. 

Housing  is  responding  weakly  to 
falling  mortgage  rates.  Ongoing  soft 
prices  are  convincing  potential  buyers 
that  the  postwar  housing  price  boom 
is  finally  over.  And  hopelessly  over- 
built commercial  construction  is  dead 
for  years.  Finally,  the  huge  overhang 
of  debt,  built  up  in  the  1970s  and 
1980s,  is  depressing  debt-finance 
spending  and  denting  confidence  ev- 
ery time  another  troubled  bank  or 
insurer  bites  the  dust. 

With  a  second  dip  that  will  be 
severe  and  global  in  store  for  1992, 
my  recessionist's  portfolio  should 
continue  to  perform  well.  Long-term 
Treasurys  could  rise  70%  in  value  av 
their  yields  drop  to  4%;  zero  coupon 
30-year  Treasurys,  currently  selling 
for  around  $10  per  SI 00,  might  leap 
over  200%  in  a  year  or  so.  Interest- 
sensitive  utilities  will  participate  in 
this  rate  decline,  but  weak  earnings 
will  drag  down  cyclical  stocks. 

Commodities,  including  oil,  will 
nose-dive  in  a  deep,  worldwide  red 
sion;  ditto  for  tangible  assets  as  people- 
stop  worrying  about  inflation  and  1\ 
gin  to  grapple  with  deflation.  The 
dollar  will  jump  as  everyone  runs  to 
the  global  currency  M\d  safe  haven. 
Even  after  its  collapse,  Tokyo 
are  still  selling  at  twice  other  coun- 
tries' market  price    earnings  ratios.  A 
global  business  decline  will  bring  m\ 
other  swan  dive  in  Japanese  equttk 
I'm  still  holding  Nikkei  put>> 

Many    economists    .\nA     busi 
people  believe     -w^  Republican  poll 
ticianshopc     that  the  1^0  91  red 
sioi)  was  a  normal  single  -dipper  that  is 
now   over.  1  disagree,  and  foresee  a 
severe  and  global  second  leg  down 
that  will  provide  lots  more  mone\ 
making  opportunities  for  recession 
minded  investors  ■ 
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all  businesses 
from  making  big  mistakes: 


The   '80s   was   a  | 
good  decade  for 
small-busincs 
people  with  rcspcci 
to  the  Internal  Revenue  Service . 
mainly  because  the  IRS  didn't 
frequent  the  neighborhood 
much. 

For  the  past  10  years,  IRS 
auditors  have  been  heavily 
engaged  in  tracking  down  and 
exposing  the  phony  tax-shelter 
schemes  that  proliferated  in  the 
70s.  As  you  may  recall,  you 
''t  "with-it"  investment- 
ss  shelters   were 


The  IRS  is 


coming 


1 


Small-business  taxpayers  should  be  aware 

that  chances  of  an 

IRS  audit  have  increased  substantially 


fan  si. i'11 ' "'"' 

ccuin  extent  they  i 

How  audits  hap 

There  arc  lour 
that  a  tax  retu 
marked  for  anai 

The  first  is  ti 
tips.  These  can 

ious  sources.  v 

tied  cmp'oycc>  i 
spouses  or  un  l 

associates,  u 
isn't  much  tax 
protccUbemjj 


D&B  Reports  magazine  is  full  of  important,  timely  information 
to  help  you  run  your  small  or  medium-sized  business  more 
efficiently.  Articles  on  business  trends,  legal  issues,  marketing, 
the  economy  -  are  unlike  those  found  anywhere  else, 
i  with  insights  that  no  other  magazine  could  have. 


I  Reports  is  the  only  magazine  that  is  able  to 
tap  into  the  resources  of  Dun  &  Bradstreet  -  the  largest 


business-information  company  in  the  world.  This  incredible 
amount  of  data  gives  our  editorial  more  depth,  more  focus,  more 
relevance  to  your  business... and  your  business  decisions. 

Subscribe  to  D&B  Reports  magazine 
today.  Because  the  chance  of  making 
even  the  smallest  mistake  is  too  big  a 
chance  to  take. 


For  a  trial  subscription,  return  this  coupon  today.  We'll  bill  you 
$25  for  your  first  six  issues.  Special  Offer:  two  issues  free! 
If  you  enclose  your  check  for  $25  now,  we'll  send  you  the  next 
eight  issues.  Money  back  guarantee,  of  course. 


Bill  me  later 


Check  enclosed  -  two  issues  free 


D&B  Reports  magazine 

299  Park  Avenue,  NYC  10171 
Keeps  small  businesses  from 
making  big  mistakes. 

□  Or  call  1-800-234-3867 


Name  and  Title 


Company 


Address 


City/State 


Zip 


F1191 


©1991  Dun  &  Bradstreet 
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MONEY  a  INVESTMENTS 


Waving  shoddy  analysis,  a  U.S.  senator 

is  trying  to  impose  price  controls  on  one  of  the 

country's  most  dynamic  industries. 

An  unproductive 
war  against  drugs 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


An  old  trick  among  congressmen 
seeking  free  advertising  is  to  have 
their  committee  staffers  issue  a  sensa- 
tionalist report  bashing  some  industry 
or  another.  Senator  David  Pryor 
( D-Ark. )  has  thus  released  a  report  on 
the  "unconscionable  profits"  of  U.S. 
pharmaceutical  companies.  The  sena- 
tor plans  to  introduce  legislation  that 
would  create  prescription  drug  price 
"guidelines."  In  reality  these  guide- 
lines would  be  price  controls:  Pryor's 
proposal  would  also  repeal  patent 
protection  and  tax  credits  for  compa- 
nies that  don't  toe  the  guidelines. 

The  report  that  occasioned  Pryor's 
photo  opportunity  is  a  case  study  in 
sloppy  analysis  and  cynical  inference. 
One  table,  for  example,  compares  a 
"weighted  average"  of  prices  of  differ- 
ent assortments  of  "branded  drugs" 
in  several  countries.  The  table  pur- 
ports to  show  that  drugs  arc  cheaper  in 
poor  countries  than  in  the  U.S.  Ergo, 
the  U.S.  drug  companies  must  be 
ripping  oil  consumers.  Vet  a  mo 
ment's  reflection  would  have  remind 
ed  the  Senator  that  any  such  weighted 
average  must  be  lower  tor  poorer 
countries  precisely  because  they  arc 
poorer:  People  in  such  countries  can 


not  afford  to  buy  as  many  of  the  better 
(more  expensive)  medicines. 

Another  table  compares  U.S.  retail 
prices  of  a  few  drugs  with  the  dis- 
counted wholesale  prices  negotiated 
by  Canada's  largest  provincial  drug- 
makers.  It's  an  apples- and- oranges 
comparison,  of  course,  but  the  report 
gamely  concludes  that  "Canadian 
consumers"  pay  much  less  for  drugs 
than  do  Americans.  In  fact,  Canadians 
pay  much  more  out  of  pocket  than 
Americans.  This  is  because  Canada's 
nationalized  "universal"  health 
scheme  does  not  generally  cover  pre- 
scription drugs,  while  most  private 
U.S.  plans  do.  Canadians  thus  skimp 
on  preventative  drugs,  holding  aver- 
age drug  prices  down  but  overcrowd- 
ing the  hospitals. 

The  fact  that  U.S.  drug  firms  are 
profitable  is  largely  because  of  cost- 
cutting  and  efficiency,  not  price - 
gouging.  The  lune  issue  of  the 
Monthly  Labor  Review  notes  that  "the 
U.S.  pharmaceutical  industry  has 
been  very  price  competitive.  From 
December  1985  to  December  1990 
export  prices  rose  only  10.9%.  Import 
prices,  in  contrast,  rose  63.4%." 

Much  has  been  made — in  the  Pryor 
report  and  elsewhere — about  rising 
price  indexes  for  drugs.  But  research 
by  Zvi  Griliches  for  the  National  Bu- 
reau of  Economic   Research   shows 
that  the  producer  price  index  exag 
gerates  actual  drug  prices  by  as  much 
as   50%,   because   it    fails   to  include 
increasing  discounts  to  health  mam 
tenance    organizations    .\nd    other 
such  high  volume  buyers.  Remem 
ber,  too,  that  changes  in  any  price 
index  for  drugs  over  long  periods  arc 
meaningless,  because  it  is  impossible 
to  account  tor  improvements  in  quali 

ty.  A  1991   drug  that  saves  \our  life 


may  cost  a  bit  more  than  the  1980 
equivalent  that  left  you  dead,  but  that 
is  qualitative  progress  that  cost  money 
to  achieve;  it  is  not  inflation. 

The  people  of  Puerto  Rico  will 
enjoy  the  section  of  the  Pryor  report 
that  attacks  the  Section  936  tax 
credits.  Drug  companies  and  others 
have  used  this  "enterprise  zone" 
part  of  the  tax  code  to  reduce  taxes 
and  create  jobs  in  Puerto  Rico.  But 
the  Pryor  report  threatens  to  deny 
these  tax  credits  at  whim,  to  enforce 
arbitrary  compliance  with  his  drug 
price  "guidelines." 

Senator  Pryor  has  bashed  the  drug 
companies  before.  Last  year  he  actual- 
ly got  a  law  passed  that  forces  drug 
companies  to  rebate  to  Medicaid  the 
difference  between  its  drug  charges 
and  the  lowest  quantity  discounts  of- 
fered to  the  Defense  Department  or 
Veterans  Administration.  But  Medi- 
caid drugs  are  purchased  in  thousands 
of  local  drugstores.  Trying  to  force 
drug  companies  to  give  bulk  discounts 
to  nonbulk  customers  is  having  the 
predictable  effect  of  forcing  them  to 
stop  giving  discounts  to  anyone. 

Private  insurers,  particularly  HMOs, 
understand  very  well  that  modern 
drug  therapies  are  helping  to  cut, 
not  raise,  the  overall  cost  of  health 
care.  Another  recent  study  in  the 
Monthly  Labor  Review  observes  that, 
"in  terms  of  constant  dollars,  expen- 
ditures on  prescription  drugs  ac- 
counted for  3%  of  all  health  care 
expenses  in  1989,  a  drop  from  5% 
in  1979.  .  .  .  Providing  prescription 
drug  benefits  for  preventative  main- 
tenance, for  high  blood  pressure  and 
high  cholesterol,  can  help  avoid  or 
minimize  hospital  costs." 

The  evidence  is  plain  that  price 
controls  boost  demand,  discourage 
supply,  encourage  monopolies  and 
create  shortages  that  result  in  waiting 
lines  and  yet  more  meddling  bv  the 
politicians.  No  country  that  has 
imposed  price  controls  on  pharma 
ceutical  products,  or  has  unreliable 
intellectual  property  rights  And  tax 
policies,  has  ever  enjoyed  an  tnnova 
rive  pharmaceutical  industry.  What  is 
unconscionable  is  not  high  profit,  but 
a  demagogic  political  attack  that  aims 
to  convert  one  of  this  COUntTJ  *s  HM 

competitive  industries  into  a  regulai 

ed  utility,  on  a  par  with  the  Postal 
Service.  ■■ 
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CORPORATE  ITEMS 


100%  Cotton/  Your  Logo!  — 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 


please  call: 


1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F21 ,  119  N  11th  St.,  Greenpoint,  NY  11211 


IMAGE  BUILDERS 


Promote  your  business. . .  Everyday 
low  prices  on...  ^| 


1    IMPRINTED 
COFFEE  MUGS 

AS  LOW  AS 
-     $1.29        - 


Choose  from 
hundreds  of  items. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


BUSINESS  SERVICES 


RESEARCH  REPORTS 

19,278  academic  topics  available! 

Send  $2.00  for  the  272-page  catalog. 

Custom-written  reports  also  available. 

RESEARCH  ASSISTANCE 

11322  Idaho  Ave.,  #206FM, 

Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California:  310-477-8226) 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  4234S 

TOLL  FREE  1-800-6264352 


EXECUTIVE  GIFTS 


Timely 
Reminder 

Special  Promotional  Offer— $19.50 

Send  us  your  color  logo  (stationery  or 
business  card).  We'll  reproduce  it  on 
this  deluxe  quartz  watch.  Limit:  3  per 
customer  at  $19.50  per  watch  (plus  sales 
tax  CA  only). 

GREAT  AMERICAN  IMAGES 

One  Waters  Park  Drive,  Suite  213-  F0 
San  Mateo.CA  94403  (415)  358-0800 


It  keeps 

more  than 

memories 

alive. 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROGRAM. 


0 


Association 


This  space  provided  as  a 
public  service 


WINE  CELLA 


WINE  CELLARS 


28  HANDMADE  WOOD  MODELS*  1 14  TO  3<.u0  BOTTLES ♦  MAtoE in usa 

FACTORY  DIRECT  TO  YOU  visad7s^cvIramx 

SUGG  YOUR 

RETAIL  COST 

S2495  $1695 

2995  1995 

2695  1795 

1395  995 

1795  1195 

2995  1995 

3995  2995 

■    Designers'  non  wood  model  60  bottle  glass  door  899  659 

Vinotemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  Box  6 1 6 1 E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/7199518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


I 

Hi 

MODEL 

DESCRIPTION 

APPRX  CAPACITY 

440 

Upright 

400 

700 

Upright 

600 

296 

Credenza 

280 

114 

Compact 

114 

230 

Two  Doors 

230 

700FUR 

Fur  Vault 

8  to  10  Furs 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

BUSINESS  OPPORTUNITIES 


BUSINESSES  FOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  Northeast 
Established  businesses,  good  terms. 

AFFILIATED 
BUSINESS  CONSULTANTS 

719-548-8888 
Colorado  Springs,  CO 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Dduwctre    Call/Write  for  FIWE  KIT: 

V Qlevistrv        P0  Box 484"FB 
|L  \£y 'Y'    Wilmington,  DE  19899 

M   hid.  800-321-CORP'  302-652-6532 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  S  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING! 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


Call  1-800-933-4677TO  Find  About 
"The  Coinless  Beer  Vending  Machine' 


Our  comprehensive  brochure  out- 
lines all  facts  pertaining  to  this  60 
Billion  Dollar  Industry.  This  exclu- 
sive concept  has  proven  itself  for 
years  in  Japan  and  is  now  legal  in 
the  U.S.  Lucrative  locations  available. 
Must  qualify.  Minimum  investment 
15k  to  one  million. 


Forbes: 

Capitalist  Tool 
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FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists. 

wcincorp 

New  York  Chicago         Los  Angeles 

237  Puk  Avenue  70200  Governors  Drive      6033  W   Century  Blvfl 

New  York    NY  10017     Olympii  Fields   IL  60461    Lot  Angeles   CA  90045 
(212)  922-3600    (708)  481-2900     (213)  338-0600 

1-800-877-1103 


DO-IT-YOURSELF 
FRANCHISE  KIT 


Just  released,  the  only  low- 
cost  easy  way  to  Franchise 
your  business.  Free  info  call! 
1-800-444-4199 


FRANCHISF  YOUR 
BUSINESS  52, 900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


it 


J  FRANCHISES 

1  ■ 


THAT 
J  SELL 


609-662-6446 


BUSINESS  SOFTWARE 


ATTENTION  MAILERS 
SAVE  POSTAGE 

BarMaker  Software  prints   USPS 

POSTNET  bar  code  using  most  existing 

computers  and  printers 

Only  $99.00  +  $3.00  postage  &  handling 

LEMUR  ASSOCIATES 

P.O.  Box  17666 

Rochester,  NY  14617-0666 
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ORBES  MARKET 


Waving  sh 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


#1  IN  PROFITS,  with  a  581.5%  total 
return,  for  the  whole  11  years  through 
6/91  among  all  advisory  services 
tracked  by  Hulbert. 
(Past  results  do  not 
guarantee  future 
results.)  Call  today  for 
bonus  Performance 
Ratings  and  gift  book 
with  your  Zweig  Fore- 
cast trial.  Time  is 

crucial  EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


STOCK 

RECOMMENDATIONS 

ON  CASSETTE! 


C 


*s 


r 


No  time  to  read 

stock  reports? 

We  will  supply 

you  with  our 

stock  recommen 

dations  on  cassette,  so  you 

can  listen  while  driving  or 

whenever  you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,000. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York,  NY  10022 


COMPUTERS 


infmRRYmflC 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy"  Computers 

Radio  Shack'"'  phones       and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


Charles  Allmon  's 


Growth  Stock 
Outlook 


27th  Year 

•  Growth  Stock  Outlook 

•  Junior  Growth  Stocks 

•  New  Issue  Digest 

•  Utility  Analyst 

•  Bank  Stock  Analyst 

Call  for  FREE  sample  info: 
(301)654-5205 


Real-time  Stock  Quotes 


SIGNAL  &  QUOTREK" 

Buy  Signal  receiver  at  a 
discount  and  get  Insight 
trading  software  free  for 
one  month. 

TOTAL  TRADING  (718)  743-1773 


FREE 

CATALOG 

<>/ 'business  hooks  for  sale 

by  the  is  Govtrntntntf 

\\  riir  (o 

i  it  <  Biwlncti  *  ii.«i<>n 
i  i  GovcmoM  hi  Printing  Office 
Office  "i  Marketing    Stop  SM 
Wfcthlngton   Dt    10401 
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Receive  Value  Line 
for  only  §6S^$55 

An  Introductory  subscripUon  to  The  Value  Line 

Investment  Survey  brings  you  the  2000-page  Investors  Reference 

Service—  Value  Line's  most  recent  Ratings  and  Reports  on  1 700 

stocks.  You  will  also  receive  analyses  ofabout  130  stocks  each 

week  for  10  weeks  forSG5  $55.  Available  only  once  every  two  years 

to  any  household.  SPECIAL  BONUS:  With  your  subscription  you 

will  also  receive  the  J.K.  Lasser's  1992  Tax  Guide,  covering  Year 

Round  Financial  Planning  •  24  hours  Tax  Update  Hotline  •  Income 

Tax  Forms  and  Worksheets... available  while  supplies  last.  Your 

subscription  to  Value  Line  may  be  tax-deducUble.  Consult  your  tax 

advisor.  Send  check  or  money  order  along  with  name,  address 

and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  316G11)  American  Express.  MasterCard 
24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Gi 
Allow  4  weeks  for  delivery.  NY  residents  add  sales 
Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY.  NY  10017 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa   Alabama  36403 


FINANCIAL  SERVICES 


EDUCATIONAL  SERVICES 


IMMEDIATE 
CASH 

FOR YOUR 

SLOW  PAYING 

ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 

417  Fifth  Avenue 

Now  Vrk  Ni  10016 

(212)  696-0505 

Contact  Corporate 

Finance  Department 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 


1-800-423-3244 
FAX  (213)  471-6*56 
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FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

•     •  •        - 

.       ii      i    »    .     • 

TOLL  FRII  J4  hr».  (800)  7SI-0005 
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VOICE  MAIL 


EXECUTIVE  GIFTS 


REAL  ESTATE 


Sound  like  A  MILLION  BUCKS! 


YOUR 
MESSAGE 
THRU! 


Executive  BackChair 


-.    3 

VOICE  MAIL 
\tf     CALL  PROCESSING 

Let  Voice  Solution  transform  your 
PC/XT/AT/386  intoajlulti-line  voice 
y     processing  commanflcenter.  Have 
Z,  your  computer  intelligently  pro- 

a      L      cess  your  sales,  inquiries  and 
V**        messages.  Complete  package. 

I   Single  Line  (Bigmouth) .  .$295.00 
:    Mufti-Line $995.00 


(Developer/OEM  packages  available) 

VISA  •  MC  -  AMEX  •  COD 

Call:  (510)  522-3800 

FAX:  (510)  522-5556 


w 


TALKING  TECHNOLOGY,  INC. 

1125ATLANTICAVE    •  ALAMEDA,  CA  94501 


FURNITURE 


FREE  COLOR  CATALOG 


Revolving  Bookcases.  Solid 

Mahogany  &  Other  Hardwoods. 

Factory  Direct  Prices 

Time-N-TimberWoodcratters,lnc 
FB, Box 355,  Silverhill.AL, 36576 


Engineered  for 
customized  orthopedi 
support  to  prevent 
and  relieve  back  pain. 


•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


TWk  Sa wr    FREE  Color  ^^^ 

IMtKJdVtr     1800-251-2225  or  mritt 

53  Jeffrey  Ave..  Depl  WE.  Holliston.  MA  01746 


HEALTH/FITNESS 


Lsfshns 


If 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
is  Jitness  Co  go" 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 

1421  S.PARK  ST. 

MADISON,  Wl  53715 

Made  in  the  USA 


SOUTH  CAROLINA  COASTAL  PLANTATION 


HARRIETTA  PLANTATION 
Striking  Southern  Colonial  architec- 
ture, circa  1797,  on  Nat'l  Register. 
336  acres  along  the  Santee  Delta, 
breathtaking  waterfront  views,  guest 
&  manager's  cottages,  173  acres  diked 
marshes  for  duck  hunting  &  fishing. 
A  rare  &  remarkable  country  or  cor- 
porate estate  just  45  mi.  north  of  his- 
toric Charleston,  SC. ,  10  mi.  from  the 
ocean.  $3,950,000.  Brochure. 

THE  PRUDENTIAL 

Charleston  Area  Realty 

John  A.  Wilder,  BIC 
7951  Dorchester  Rd,  Charleston,  SC  29418 
Bus.  (803)  552-2905/Res.  (803)  873-6507 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 


1-800-368-3943 


The  Buffalo  Runners,  Big  Horn 
Basin  by  Frederic  Remington 

Includes  story  booklet  and  custom  gift 
presentation.  Touring  America  Guild,  Inc. 
1-800  541-8058    Free  color  brochure 


MUSIC  CATALOG 


•  16"  to  22"  models  are  hand- 
crafted from  solid  mahogany  with 
hondpointed  monVings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1  800-950-9944 


PACIFIC 


WOttPSIUMNGMAKRS 

WRNE 

AftOSCULmiKS 

14255  No*  79*  »«l 
komdofcA«porkiAZB5260 
(602)99)1841   ££*    » 


STAND      FOR      SUCCESS 


ERGONOMIC  DESK 
Makes  it  happen! 

For  Creativity 

Production'  •  Fitness 

Rich,  Handcrafted  Woods 

\       ( -^Jj"    Send  SI  00  for  catalog 

Call:  708-345-1270 

INTERTHOR,lnc.  •  1817  Beach  St  •  Broadview.  11.60153 


FORBES  MARKET/ 
CLASSIFIED 

Advertising  closing  date  is  one 
month  preceding  date  of  issue. 

Frequency  discounts  available. 
Payment  must  accompany  order 
unless  from  accredited  agency. 

FOR  ADDITIONAL 

INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave.,  N.Y..  NY  10011 
(212)  620-2440 


WORLDS  LARGEST  CD  CATALOG 


Browsing  through  Bose  Express  Music  Catalog  is  like  having  an  enormous  record  store  all  to 
yourself.  You  can  shop  for  the  music  you  want,  when  you  want  it.  We  carry  everything  in  print  in 
Rock,  Jazz,  Blues,  Pop,  Classical... you  will  find  it  all  here  in  our  240-page,  50,000-title  CD,  Tape 
and  Video  source  book. 

The  catalog  is  $6.00  per  year  (and  includes  a  $6.00  refund  certificate).  To  order,  call  our  800  number, 
or  send  the  order  form  to  us  by  fax  or  post.   There  is  no  obligation  or  unrequested  shipments. 

FREE  UPDATES 

New  Subscribers  will  receive  one  free  year  of  Updates,  covering  new  releases  &  specials. 


EXPRESS! 


CATALOG  I 


ALMOST  FREE  CD 


New  catalog  subscribers  may  choose  to  receive  a  Free  72-minute  CD  with  23  tracks,  including  a  song  from  the  new  Nils  Lofgren  release, 
plus  Jimi  Hendrix,  Jerry  Jeff  Walker,  Frank  Zappa,  Badfinger,  DEVO,  David  Bowie  and  more.  Reg.  Price:  $9.99  +  S&H.  New 
subscribers  pay  only  the  $3.95  S&H  Charge  (55328) 


L 


SUBSCRIPTION/MAIL  ORDER  FORM 

□  Start  the  Updates  &  send  the  240-page  Catalog  ($6.00/yr,  refundable 
on  the  first  order  from  the  Catalog) 

LI  Yes.  Please  include  my  FREE  Rykodisc  CD.  I'm  enclosing  an  extra 
$3.95  for  Shipping  &  Handling.  (55328) 

□  Check  or  □  Credit  Card  (J  Visa  LI  MC  LI  AMEX 
(Outside  U.S.  Credit  Card  Only,  Please) 

CC#  -  '  EXP 


Name 


Address 


City,  State,  Zip 


Call  1-800-451 -BOSE  (2673)  or  mail  with  payment  to: 

BOSE  EXPRESS  MUSIC 

The  Mountain,  Framingham,  MA  01701 


Fax:  508-875-0604 
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STREETWALKER 


EDITED  BY  THOMAS  JAFFE 


Is  there  fire 

as  well  as  smoke? 

What  about  the  long-standing  ru- 
mors that  drugmaker  Upjohn  Co., 
recendy  42%  on  the  NYSE,  is  a  take- 
over target?  Judging  by  the  action  in 
the  options  market,  there  may  have 
been  something  afoot  in  September. 
On  Sept.  25,  trading  in  the  October 
45  and  October  50  calls  was  so  furious 
that  30,000  contracts  for  the  45s  and 
29,000  for  the  50s  changed  hands. 
This  far  outstripped  the  comparable 
volume  for  the  day  in  the  common 
stock,  which  rose  3^4,  to  47x/2,  on  2.8 
million  shares  traded.  But  nothing 
came  of  it,  and  the  stock  pulled  back. 

But  now  an  arb  source  reports  the 
options  trading  may  have  made 
waves.  According  to  a  German  bank- 
ing contact,  soon  after  Sept.  25  an 
internal  memo  circulated  at  Hoechst, 
the  big  German  chemical  and  drug 
manufacturer,  saying  talks  with  Up- 
john were  temporarily  being  suspend- 
ed because  of  speculation  over  a  possi- 
ble upcoming  deal.  Hoechst  denies 
the  report;  Upjohn  won't  comment. 

Whatever  the  facts  of  the  matter, 
Upjohn  is  one  potential  takeover 
stock  that  cannot  be  overlooked  by 
anyone  speculating  on  consolidation 
within  the  drug  industry.  Estimates  of 
the  company's  value  run  anywhere 
from  $60  to  $70  a  share. 

Election  year 
opportunities 

Have  you  noticed  that  the  Washing- 
ton rhetoric  on  how  to  stimulate  the 
economy  is  getting  louder  as  1992 
nears?  Portfolio  manager  William 
Ehrman,  of  New  York's  $105  million 
(assets)  egs  Partners,  has  noticed  and 
hopes  to  capitalize  on  the  economic 
effects  of  election  year  programs. 

"As  an  investor,"  says  Ehrman,  "it 
doesn't  matter  to  me 
whether  the  ideas 
come  from  the  Dem- 
ocrats or  the  Republi- 
cans. What  does  mat- 
ter is  the  politicians 
will  do  whatever  they 
can  to  get  people  to 
spend  again.  They're 
buying  votes,  pure 
and  simple." 

Ehrman  thinks  in- 
vestors   should    look 


for  a  Washington-induced  pickup  to 
start  next  spring.  By  then,  he  also 
expects  a  modest  resurgence  of  infla- 
tion. These  two  forces,  says  Ehrman, 
would  favor  cyclical  stocks.  His  advice 
is  to  line  up  your  ducks  now.  Cyclicals 
he  likes:  Specialty  chemical  makers 
Rohm  &  Haas,  W.R.  Grace  (see  story, 
p.  10)  and  Ethyl;  housing-related 
stocks  like  Masco  and  Stanley  Works; 
paper  companies  such  as  Federal  Pa- 
per Board,  International  Paper  and 
Stone  Container;  and  the  railroads. 


Marion  the  morning  after 

Now  that  Dow  Chemical  is  redeem- 
ing the  contingent  value  rights  it  is- 
sued when  it  formed  drugmaker  Mar- 
ion Merrell  Dow  Corp.  (see  p.  89), 
what  are  the  prospects  for  the  stock  of 
Kansas  City-based  Marion?  Earlier 
this  year  Marion  rose  to  nearly  40  but 
has  skidded  under  30  since  the  rights 
redemption  was  announced  in  Sep- 
tember. Recent  NYSE  price:  29V4. 

Based  on  1992  earnings  prospects, 
that  makes  $2.8  billion  (estimated 
sales)  Marion  the  cheapest  among  the 
drug  stocks  followed  by  James 
Keeney  of  New  York's  Mabon  Securi- 
ties. He  acknowledges  that  Marion's 
exclusive  rights  in  the  U.S.  to  sell  its 
two  biggest  drugs,  antihistamine  Sel- 
dane  and  cardiovascular  Cardizem, 
run  out  over  the  next  few  years.  But 
don't  count  Marion  out,  Keeney  says. 

Marion  is  coming  up  with  some 
creative  line  extensions.  The  fda,  he 
notes,  recently  approved  an  antihista- 
mine/decongestant form  of  $800 
million  (estimated  1991  sales)  Sel- 
dane,  positioning  Marion  to  enter  a 
market  two  to  three  times  larger  than 
Seldane's  original  market.  Tentative 
approval  has  been  issued  for  a  once-a- 
day  version  of  $860  million  (estimat- 
ed sales)  Cardizem. 


Also  pending  approval  is  a  patch  for 
the  transdermal  delivery  of  nicotine 
for  smoking  control .  Keeney  thinks  its 
U.S.  market  could  be  two  to  four 
times  larger  than  for  Marion's  anti- 
smoking  gum  Nicorette,  a  S120  mil- 
lion seller.  Finally,  Marion  will  soon 
market  a  liquid  form  of  its  gastro- 
intestinal medication  Carafate. 

According  to  Keeney,  these  line 
extensions  could  account  for  10%  to 
15%  of  next  vear's  revenues,  and  20% 
to  25%  of  1993  sales. 

Keeney  estimates  Marion  will  earn 
$2.05  a  share  this  year  and  S2.40  in 
1992.  He  thinks  the  stock,  recently 
trading  for  just  12  times  next  year's 
estimate,  will  recover  to  36  within  6 
to  12  months.  (There  are  282  million 
shares;  Dow  owns  about  70%.) 

Mouthful 

Who  will  Philip  Morris  buy  next? 
One  name  that  keeps  popping  out  of 
the  rumor  mill  is  S5.8  billion  (esti- 
mated sales)  Kellogg  Co.,  the  world 
leader  in  ready-to-eat  cereals. 

The  stock,  which  hit  an  alltime  high 
of  113  in  October,  has  lately  sold  off 
to  107.  But  that  hardly  makes  Kellocc 
an  attractive  takeover  candidate.  Even 
without  a  takeover  premium,  its  120 
million  shares  sport  a  S13  billion  mar- 
ket cap — a  big  bite  even  for  Philip 
Morris.  Too,  the  highest  multiple  a 
food  company  ever  fetched  was  the 
10.8  times  earnings  before  inter, 
taxes  and  depreciation  Philip  Morris 
paid  for  Kraft  in  1988.  On  that  bas 
Kellogg  would  be  worth  SI 2S.e»0  a 
share,  only  20%  over  market. 

Fundamentals?  With  much  of  kel 
logg's  growth  expected  to  come  over 
seas,  where  it  already  has  a  50%  plus 
market  share,  you  couldn't  ask  for 
anyone  better  to  run  the  company 
than  Arnold  l.angbo,  54,  president 
\i\d  head  o\  interna 
^~^~—^^      tional         operations, 
who    takes    over    as 
chairman  in  Januar\ 
It    is   estimated    Kel 
logg  will  earn  around 
(5.10    a    share    this 
year,    up    20      over 
1990,  and  posi  a  16 
gain,    to  in 

\^K  Hut  at  current 
levels,  that  means  flu- 
sh vk  already  sells  tor 
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a  rich  18  times  next  year's  anticipated 
earnings. 

So,  on  neither  fundamentals  nor 
deal  rumor  is  Kellogg  cheap.  Above 
100,  don't  chase  it. 


Problem  solver 

Some  companies  mince;  others 
stride.  Waban  Inc.,  the  $2.8  billion 
(estimated  sales)  warehouse  retailer, 
strides.  Natick,  Mass. -based  Waban 
was  spun  offby  Zayre  in  1989.  It  runs 
HomeClub,  a  do-it-yourself  home 
improvement  chain,  and  bj's  Whole- 
sale Clubs,  which  sells  food  and  gen- 
eral merchandise  to  members  only. 

Waban's  earnings  have  been  erratic 
because  it  has  solved  problems  at  the 
expense  of  near-term  results.  Two 
years  ago  it  earned  $1 .01  a  share.  But 
last  year's  earnings  sank  to  64  cents. 
Reason:  To  get  more  customers  in 
southern  California,  where  Home- 
Club  competes  most  prominently 
with  industry  leader  Home  Depot, 
Waban  dropped  the  chain's  mem- 
bers-only format  and  took  an  $8.8 
million  (18-cent-a-share)  charge  to 
earnings.  Even  with  the  California 
economy  in  the  sink,  the  move  seems 
to  have  worked:  HomeClub's  operat- 
ing earnings  are  up  1 1  %  over  last  year. 

In  Chicago  four  bj's  stores  were 
faring  poorly.  Rather  than  let  the 
problem  fester,  Waban  recently  shut 
them.  (Three  are  being  turned  into 
HomeClubs.)  Waban  is  taking  a  $5.5 
million  pretax  charge,  with  an  addi- 
tional provision  to  come  covering  real 
estate.  So  earnings  for  the  fiscal  year 
ending  Jan.  31 ,  1992  will  recover  only 
to  95  cents  or  so. 

In  addition  to  expanding  Home- 
Club  in  Chicago,  Waban  is  shoring  up 
its  balance  sheet  so  it  can  acquire  real 
estate  for  new  store  sites.  The  compa- 
ny has  privately  placed  $60  million  of 
debt,  and  it  plans  to  sell  up  to  4.6 
million  new  shares  to  the  public. 

The  stock  has  been  volatile.  Re- 
cently trading  at  19V4  on  the  NYSE, 
Waban's  29  million  shares  were  down 
20%  from  their  1991  high  but  up 
twofold  from  their  1989  low.  With 
earnings  projections  for  fiscal  1993, 
which  begins  in  February,  running 
$1.20  to  $1.30  a  share,  Waban  sells 
for  15  to  16  times  next  year's  esti- 
mates— on  the  cheap  side  for  a  fast- 
growing  retailer.  One  to  watch.     H 
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imagined  the  South  Pacific 


mm 


Andrew  Harper  s 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes'       W 
exotic  Fiji  Island  paradise .        W . 


TlJk 


It's  the  vacation 
of  a  lifetime  for 
$2,1 00  a  week! 

n 


^^  aken  as  a  whole,  Fyi  is 
I       'perhaps  the  most  idyllic  and 
■  ■  I         hospitable  archipelago  in  the 
I         South  Seas,  its  essence 
-^^»     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 
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an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific...  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 
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Feast  Or  Famine? 


The  future  of  the  economy  is  a  meaty  issue 
Some  still  see  recession.  Others  see  resurgence. 
But  what  you  see  is  not  always  what  you  get. 
Unless  you  get  Financial  World.  We  go 
beyond  the  bottom  line  to  read  between 
the  lines.  We  examine  the  corporate, 
strategic  and  financial  decisions  of 


today,  and  analyze  their  impact  on  tomor: 
Its  in-depth.  It's  insightful.  And  it's  a  must 
read  for  a  host  of  big  fish.  In  fact,  over  40%  of 
the  executives  who  read  America's  Oldest 
Business  Magazine  are  CEOs  or  CFOs.  So  dig 
into  Financial  World  every  two  wed 
We  put  the  gut  issues  on  the  tabic. 


READING  BETWEEN  THE  LINES 


FLASHBACKS 


EDITED  DY  DERO  A.  SADNDERS 


"The  more  things  change . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Nov.  12, 1921) 


Ship  in  tow  through  Panama  Canal. 

"The  opening  of  the  [Panama]  Canal 
in  August  1914  was  [so]  eclipsed  by 
the  outbreak  of  the  European  war  .  .  . 
it  has  been  difficult  to  distinguish 
between  changes  in  trade  routes  due 
to  war  conditions  and  those  which 
could  be  directiy  attributed  to  the  new 
waterway.  It  is  certain,  however,  that 
the  Panama  Canal  has  had,  in  its  seven 
years  of  operation,  a  potent  effect  on 
both  the  domestic  trade  of  the  U.S. 
and  international  trade.  ..." 

"Probably  the  best  thing  that  could 
have  happened  to  the  Standard  Oil 
Co.  was  the  enforced  splitting  up  of  it 
into  over  20  different  units.  Certainly, 
there  has  been  more  progress  since  the 
so-called  'dissolution'  than  in  the  years 
immediately  preceding  it.  The  Stan- 
dard Oil  'octopus'  had  developed  so 
many  tentacles  that  it  threatened  to 
become  altogether  too  colossal  to  be 
efficiendy  presided  over  by  any  one." 

60  years  ago 

(From  the  issue  of  Nov.  15, 1931) 
"Henry  Ford  dramatically  an- 
nounced, when  President  Hoover, 
immediately  after  the  panic,  called 
together  America's  largest  employers 
to  obtain  a  promise  that  they  would 
not  cut  wages  ...  a  dollar- a- day  rise  in 
all  Ford  employee  rates.  ..." 

"Mr.  Ford  discovered  that  even  he 
cannot  abrogate  or  defy  basic  eco- 
nomic law.  After  heroically  paying  out 
higher  wages  for  22  months  at  a  cost 
of  over  $35  million,  the  Ford  Co. 
quiedy  [returned  to]  the  old  mini- 
mum rate  of  $6  a  day." 


"The  British  elections  resulted  in 
another  abrupt  turnabout  for  English 
government.  Great  Britain  turned  its 
back  upon  the  new  Labor  party  which 
has  taken  over  the  radical  tendencies 
of  the  old  Labor  brigade  and  gave  to 
Premier  MacDonald,  the  converted 
Labor  leader  and  present  head  of  the 
new  National  Government  party,  one 
of  the  greatest  victories  of  all  British 
history." 

50  years  ago 

(From  the  issue  of  Nov.  15, 1941) 
"Newest  in  bomb  shelters:  Chrys- 
ler's tunnel -shaped,  air-conditioned 
shelter,  made  with  flexible,  seven- 
gauge  corrugated  steel.  .  .  .  Not  only 
is  the  shelter  air-conditioned  .  .  .  but 
it's  equipped  with  a  stove,  water  cool- 
er, fire  extinguisher,  toilet." 

"In  33  cities  east  of  the  Rockies,  a 
campaign  to  make  the  most  out  of 
wastepaper  is  growing  day  by  day. 
Wall  Street  is  selling  its  tickered  ticker 
tape  for  cash.  The  Times  Square  Ho- 
tel Association,  New  York  City,  is 
selling  yesterday's  menus.  One  man 
recendy  sold  $75,000  worth  of  1929 
bonds  for  their  paper  value  to  aid  the 
campaign.  Opera  star  Lily  Pons  sacri- 
ficed 20,000  precious  fan  letters  .  .  . 
for  $2.40  worth  of  defense  stamps." 


years  ago 


25 

(From  the  issue  of  Nov.  15, 1966) 
"Prices  on  the  world's  nine  biggest 
stock  exchanges  moved  the  same 
way — down — in  1966,  according  to  a 
study  by  Salomon  Bros.  .  .  .  The  de- 
clines from  1966  highs  to  September 
lows  came  out  to  22%  for  the  Nether- 
lands, 20%  for  the  U.S.  and  Great 
Britain,  19%  for  Germany,  16%  for 
Canada  and  Switzerland,  15%  for 
France  and  8%  for  Italy  and  Japan." 

"Talk  about  the  chemical  industry 
on  Wall  Street  these  days  and  you 
come  away  with  an  impression  of 
almost  universal  gloom.  'The  hand- 
writing is  on  the  wall,'  said  chemical 
analyst  Leo  M.  Goldner  of  Shearson, 
Hammill  &  Co.  'The  stock  market  is 
saying  that  the  chemical  industry  is 
headed  for  a  difficult  period,  and, 
basically,  J  agree  with  the  market.  .  .  .' 
Once  a  premium-price  industry  on 
the  stock  market,  chemicals  is  now  a 
discount-price  industry." 


10  years  ago 

(From  the  issue  of  Nov.  20,  1981) 
"Warren  Buffett  of  Omaha,  who  has 
as  much  imagination  as  money,  has 
come  up  with  another  innovation.  He 
is  offering  the  1,500  shareholders  of 
his  Berkshire  Hathaway  Inc.  a  chance 
to  become  corporate  philanthropists. 
Backed  by  a  brand-new  ruling  from 
the  Treasury,  he  will  allow  them  to 
direct  the  corporation  to  donate  $2 
for  every  share  they  own  as  gifts  to 
their  favorite  charities.  If  every  stock- 
holder does  so,  Buffett  estimates  that, 
'very  roughly,'  the  $2  million  in  des- 
ignated contributions  will  reduce 
Berkshire  Hathaway's  net  by  about 
$  1  million,  and  its  percentage  gain  in 
annual  net  worth  by  about  one -fourth 
of  1.0%." 

'        7" 


"Sioux  Indian,"  by  James  Bama,  from 
the  Forbes  Magazine  collection. 


"  'Every  time  I  see  an  Arab,'  says 
Sylvester  Tinker,  principal  chief  of 
Oklahoma's  Osage  tribe,  'I  don't  care 
who  he  is  or  what  he  looks  like,  I  want 
to  run  up  and  kiss  him,  because  he  has 
done  more  for  the  Osage  people  in  4 
years  than  the  federal  government  has 
done  in  150.' 

"The  Osages  are  the  U.S.'  largest 
Indian  oil  producers,  and  since  1973, 
when  OPEC  started  driving  up  energy 
prices,  the  Osages'  oil  and  gas  income 
has  gone  from  $6  million  to  $70 
million,  while  that  of  the  rest  of  the, 
oil-and-gas-producing  tribes  has 
gone  from  $18.3  million  to  over  $99 
million."  IB 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


If  you  don't  know, 

it's  not  always  necessary 

to  admit  it. 

To  measure  the  man, 
measure  his  heart. 

Economists'  unanimity 
that  bad  business  is 
ahead  is  the  most 
reassuring  news  possible. 
It's  very  unlikely  that 
this  will  be  the  one  time 
they're  right. 

Generous  gestures  yield 
the  most  when  that  isn't 
their  purpose. 

Hoarding  one's  hurts 
hurts  only  the  hoarder. 

-Malcolm  Forbes 


A  Text ... 

Behold  also  the  ships, 
which  though  they  be  so 
great,  and  are  driven  by 
fierce  winds,  yet  they  are 
turned  about  with  a  very 
small  helm,  whithersoever 
the  governor  listeth. 
-James  3:4 


Sent  in  by  Vincent  J.  Stierman, 
Clinton,  Iowa.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


To  lose  one's  health  renders 
science  null,  art  inglorious, 
strength  unavailing,  wealth 
useless,  and  eloquence 
powerless. 
-Hkrophilus 

Health  is  the  vital  principle 

of  bliss. 

-James  Thomson 

What  have  I  gained  by  health? 
Intolerable  dullness.  What 
by  early  hours  and  moderate 
meals?  A  total  blank. 
-Charles  Lamb 

The  happiest  part  of  a 
man's  life  is  that  which 
he  passes  lying  awake 
in  bed  in  the  morning. 

-Sam ni  Johnson 

Money  giving  is  a  very  good 
criterion,  in  a  way,  of  a 
person's  mental  health. 
Generous  people  are  rarely 
mentally  ill  people. 
-Dr.  Karj  Mi  NMNia  r 


He  is  remarkably  well, 
considering  that  he  has 
been  remarkably  well  for 
so  many  years. 
-Logan  Pearsall  Smith 

Preserving  health  by  too 
severe  a  rule  is  a 
wearisome  malady. 
-La  Rochefoucauld 

If  you  would  live  in  health, 
be  old  early. 
-Spanish  proverb 

My  good  health  is  due  to  a 
soup  made  of  white  doves. 
It  is  simply  wonderful 
as  a  tonic. 
-Madame  Chiang  Kai  shek 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave..  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Health  is  better  than  wealth. 
-English  proverb 

Health  is  worth  more  than 

learning. 

-Thomas  Jefferson 

It's  no  longer  a  question 
of  staying  healthy.  It's 
a  question  of  finding  a 
sickness  you  like. 
-Jackie  Mason 

Health  and  appetite  impart 
the  sweetness  to  sugar, 
bread  and  meat. 
-Ralph  Waldo  Emerson 

Fitness:  If  it  came  in  a 
bottle,  even-body  would 
have  a  good  body. 
-Cher 

The  trouble  about  always 
trying  to  presene  the 
health  of  the  body  is  that 
it  is  so  difficult  to  do  so 
without  destroying  the 
health  of  the  mind. 
-G.K.  Chesterton 

If  you  look  like  your 
passport  photo,  you're 
too  ill  to  travel. 

-Will  KOMMEN 

He  who  has  health  has  hope, 
and  he  who  has  hope  has 
everything. 
-Ar\b  trovers 

Measure  vour  health  bv  vour 
sympathy  with  morning  And  Spring. 
-Hfnr\  David  Thorj 

A  man  in  good  health  is  alw  a\  >> 
full  of  advice  to  the  nek. 

Ml  NANDEB 

Use  \our  health,  even  to  the 
point  ofwearing  it  out.  That 
is  what  it  is  for.  Spend  all 
you  have  before  you  v.lie,  and 
do  not  outhve  yourself. 
^«..h  Rirnarp  Shah 
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Ask  any  Falcon  50  operator 
what  his  plane  does  best 
and  you  may  find  him  extra- 
ordinarily hard  to  pin  down. 
The  truth  is,  the  Falcon  50 


does  everything 

Doing  it  all  is  what  the  exceedingly 
Falcon  50  does  best. 


well.  Especially 
when  you  com- 
pare it  to  business  jets  in  the 
same  category.  Or  any  cate- 
gory, for  that  matter. 

It  not  only  flies  short  hops 
with  the  economy  and  short- 
field  capabilities  of  smaller  busi- 
ness planes,  its  three-engine 


configuration  and  intercon- 
tinental range  allow  it  to  fly 
anywhere  in  the  world  easily 
and  comfortably. 

And  because  buying  a 
corporate  jet  should  never  be 
an  experiment,  it's  important 
to  know  that  the  Falcon  50 
is  such  a  proven  performer. 
To  quote  one  major  aviation 
magazine:  "Falcons  are  as 
they  are  because  of  a  corporate 
commitment  at  Dassault  to 
build  the  best." 

When  you  pin  it  down,  it's 
abundantly  clear  that  the 


Falcon  50  is  the  most  versatile 
business  jet  flying,  and  every- 
thing is  the  one  thing  it  does 
better  than  anything  else. 

For  more  information,  or 
to  request  a  demonstration 
flight,  please  contact  Gene 
Rainville,  Senior  VP 
Marketing,  at  201-967-2746. 


^^FalconJet 


Telerboro,  New  Jersey  07608 


"First,  he  breaks  his  ankle  sliding  into 
third  at  the  company  picnic.  Then  his 
team  loses  anyway!' 


i 
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Deductibles.  Co-payments.  Out- 
of-pocket  costs  are  hard  on  your  employees. 
And  health  insurance  is  a  growing  expense 
for  your  company.  You  can  serve  your 
employees  andyour  bottom  line  with  AFLAC 
supplemental  insurance. 

For  35  years,  AFLAC  has  been  a 
leader  in  supplemental  insurance,  specializ- 
ing exclusively  in  this  increasingly  vital  field. 
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How  amateur  investors  beat  the  pros 


Taxing  the  economy  into  stagnati 
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Wall  Street's  hot 
number- cruncher 

Michael  Bloomberg 

"Whenever  you  see  a 
business  that's  done  the 
same  thing  for  a  long 
time,  a  new  guy  can 
come  in  and  do  it 
better.  I  guarantee  it." 


i 


A  Capitalistic  Tool, 


"The  Malcolm.1 


»» 


A  Uniouf.  Lightweight.  Crushable 

Fine  Fur-Felt  Hat 

Exclusively  From  .  .  .  You  Know  Who. 


STETSON 


4500  Stetson  Trail.  St.  Joseph.  MO  64502 


j  :  Wang  Laboratc.  'Bi,  inc. 


Look  down  the  road  a  bit. 

The  computer  industry  continues  its  consolidation 
with  more  alliances,  consortiums,  mergers,  acquisitions 
and  technology-sharing. 

Open  architecture  really  takes  hold.  Industry-wide 
standards  are  set. 

Then,  bingo.  Computers  become  a  commodity.  Sold 
not  on  performance,  but  on  price. 
So  what  happens  to  you  when 
j  your  competition  is  using  the  same 

commodity  hardware  you  are? 
What  will  set  you  apart? 
]W      How  do  you  achieve  an  advantage? 
■fclf  1/  ItMlfEC         OFFICE  2000  from  Wang.  The 

■I  \WL       PlCllf  I      B     solution  for  office  productivity  that 
■^■^■m  WJmwM  W  few  looks  beyond  the  computer. 

It  looks  beyond  paper  and  outdated 
work  methods  by  employing  customized 
industry-specific  solutions  for  your 
workflow,  document  management, 
imaging  and  communications. 
It  looks  beyond  commodity 
hardware  by  placing  specialists  in 
your  office  to  work  with  you. 

And  it  places  a  global  service 
network  at  your  disposal. 

So  what  happens  when  you  look 
beyond  today's  computers  to 
OFFICE  2000? 
A  major  law  firm  slashed  time 
and  labor  costs  in  the  filing,  management  and  retrieval 
of  documents  by  75%. 

A  leading  insurance  company  cut  claims  processing 
time  from  30  days  to  just  24  hours. 

The  credit  card  division  of  a  financial  services  giant 
reduced  its  float  on  disputed  transactions  by  35%  and 
now  resolves  disputes  nearly  200%  faster. 

These  organizations  looked  ahead  and  saw  the 
future  coming. 

So  can  you.  Just  look  beyond  that  box  on  your  desk. 


SOMEDAYSOON 

COMPUTERS 

DISK  DRIVES 

AND  MEMORY 

CHIPS  WILL  BE 

SOLD  JUST  LIKE 

TVs,VCRsAND 

MICROWAVES. 


WANG 


OFFICES  THAT  WORK 


UCiDENT 

of  Nature  Make  It 

The  Quietest  Car 

You  Can  Own? 

A  mong  the  most  purely  enjoyable  of  all  the 
comforts  Lincoln  owners  enjoy  is  the  sense  of 
hushed  calm  that  envelopes  the  passenger 
cabin  of  Lincoln  Town  Car.  The  quietest  auto- 
mobile you  can  own.    Y  et  the  satisfaction  of 
Town  Car  occupants  may  well  be  exceeded  by 
the  satisfaction    Lincoln   engineers   take   in 
having  achieved  this  premier  rank.  Because  it 
was  only  through  years  of  painstaking  research 
in   body/chassis   isolation   techniques,   noise 
control,  drivetrain  design  and  multiple  other 
technologies  that  this  feat  was  accomplished. 
And  unlike  research  in  handling  and  perfor- 
mance,  there   were   few   models   to   follow. 
Genuine  breakthroughs  were  required.  Break- 
throughs that  include  an  advanced  overhead- 
cam  V-8  engine  which  operates  with  uncanny 
silence  and   smoothness.   And   helps  place 
today's  Lincoln  Town  Car  among  the  most  fuel 
efficient   ever   built*    Y  et   another   Lincoln 
engineering  achievement  that  was  no  mere 
accident  of  nature. 


LINCOLN 

What  A  Luxury  Car 
Should  Be. 

for  moi 


roroes 
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the  charts- 
gloom  for 
Bush  and 
the  economy. 
40 


Bells,  whistles,  pizzazz  made 
Michael  Bloomberg  $600  million. 

^—m  122 
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"A  New  Guy  Can  Do  It  Better"  122 

By  Richard  L.  Stern  and  Jason  Zweig 
Michael     Bloomberg     thought     he 
could  run  the  company  better.  Now 
he's  worth  $600  million. 

Taxing  The  Economy 

Into  Stagnation  40 

By  Peter  Brimelow 

Bad  news  for  Bush  and  the  economy. 

How  Amateur  Investors 

Beat  The  Pros  230 

By  Mark  Hulbert 

Lessons  from  investors'  clubs. 


COMPANIES/INDUSTRIES 


Fleming  Cos. 

By  William  P.  Barrett 

Industry  giants  can  have  problems 

J.  M.  Smucker  Co. 

By  Richard  Phalon 

The  jam-making  jewel. 


44 


48 
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Walt  Disney  Co. 

By  Kathryn  Harris 

Seducing  the  public  for  cheap  money. 

Field  Corp.  117 

By  Gary  Slutsker 

Marshall  the  fifth  is  liquidating. 

Up  &  Comers: 

State-O-Maine  Inc.  152 

By  Katherine  Weisman 

From  bathrobes  to  a  new  shape. 

Up  &  Comers: 

Castle  Rock  Entertainment         154 

By  Peter  Newcomb 

Big  movies  from  an  upstart. 


FirstFed  Financial  Corp. 

By  John  H.Taylor 

Not  so  dumb  about  junk. 

Owens-Illinois 

By  James  R.  Norman 

Ordinary  buyers,  take  care. 

Days  Inns 

By  Howard  Rudnitsky 

The  bondholders  lost  their  shirts. 


166 


170 


171 


177 


Stuart  Entertainment 

By  James  Cook 

The  boom  in  throwaway  bingo  cards 


INTERNATIONAL 


Worthless  Warrants 

By  Gale  Eisenstodt 

Japan's  higher  interest  costs. 

Aynsley  Pic. 

By  Peter  Fuhrman 

A  post-Thatcher  success  story. 

Marks  &  Spencer  Pic. 

By  John  Marcom  Jr. 

Slowly  invading  the  U.S. 

Hutchison  Whampoa 

By  Andrew  Tanzer 

Breaking  out  of  Hong  Kong. 

Christie's  International  Pic. 

By  Richard  C.  Morais 

Gaining  on  its  main  rival. 
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Duty-Free  Shopping 

By  John  Marcom  Jr. 

Hands  off  by  European  bureaucrats. 


MONEY  &  INVESTING 


The  Money  Men: 
Princeton/Newport  Partners         96 

By  John  H.Taylor 
Three-time  winner. 

Statistical  Spotlight: 

Fort  Knox  Stocks  116 

By  Eric  S.  Hardy 

Buy  companies  that  buy  T  bills. 
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Gateway  Index  Plus  Fund  222 

By  Suzanne  L.  Oliver 
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Pasadena  Growth  Fund 
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Quick  Tax  Tips  58 
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It's  always  tempting  to  focus  on  reward.  But  you've  got 
to  keep  an  eye  on  risk. 

After  all,  there's  no  reward  without  it. 

There's  risk  in  energy  prices.  Which  could  make 
investing  in,  .say,  a  transportation  company  hugely  re- 


There's  risk  in  Latin  America.  And  in  Eastern 


Europe.  But  the  opportunities  there  could  be  larger  than 


Everywhere  you  look,  there's  risk. 

Managing  risk — conventional  and  unconven- 
tional— is  the  single-minded  mission  of  Bankers  Trust. 
As  merchant  bankers,  we've  honed  our  ability  to  help 
you  uncover  risk,  analyze  it,  take  it  or  shed  it,  profit  by  it. 

No  firm  is  better  equipped  to  help  you  see  and 
deal  with  global  risk.  With  Bankers  Trust  beside  you,  you 
won't  be  flying  blind. 
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Michael  Bloomberg 


c*Let's  check  the  Bloomberg" 

Richard  Stern  recalls  visiting 
Bloomberg  Financial  Markets,  the 
subject  of  our  cover  story,  on  the  day 
of  the  historic  Oct.  19,  1987  stock 
market  crash.  "It  was  a  small  shop," 
Stern  says,  "with  under  100  employ- 
ees. He  had  installed  maybe  2,500  of 
his  information  machines,  and  a  lot  of 
people  thought  that  was  as  far  as  he 
could  go — especially  after  the  crash 
decimated  The  Street.  So  when  I  went 
back  a  couple  of  months  ago,  I  was 
overwhelmed  at  how  the  operation 
had  grown — to  14,000  machines  in- 
stalled and  about  650  employees." 
Stern  was  somewhat  surprised.  He 
had  known  Michael  Bloomberg  as  far 
back  as  1975,  when  Bloomberg  was 

one  of  Wall  Street's  top  equity  traders,  but  Stern  knew  that  great 
traders  rarely  made  great  business  people.  Bloomberg  certainly 
turned  out  to  be  an  exception.  But  one  thing  hadn't  changed.  Says 
Stern:  "He  was  a  great  schmoozer  about  what's  happening  on  Wall 
Street — as  all  top  traders  are.  He  still  is." 

Jason  Zweig  first  heard  of  Bloomberg  through  his  reporting  on,  of 
all  things,  junk  bonds.  "When  I  called  my  sources,"  Zweig  remem- 
bers, "they  would  frequently  answer  my  questions  by  saying,  'Hang 
on  a  second,  let's  check  the  Bloomberg.'  "  His  curiosity  aroused, 
Zweig  compared  notes  with  Stern,  and  the  cover  story  on  Bloom- 
berg, "A  new  guy  can  do  it  better,"  was  born.  It  starts  on  page  122. 

Follow  the  green 

You'll  understand  a  lot  about  why  this  month's  elections  turned 
out  so  many  incumbents  after  reading  Peter  Brimelow's  economy 
article,  "Backsliding  on  taxes,"  which  starts  on  page  40.  Instead  of 
following  the  election  returns,  Brimelow  follows  the  green.  Less 
than  three  years  after  Ronald  Reagan  left  the  White  House,  Brime- 
low reports,  taxes  on  personal  income — federal,  state,  Social  Securi- 
ty— are  rising  again.  We're  not  just  talking  about  S100,000-a-year 
and-up  people.  The  median  family  income  for  Americans  last  year 
was  $41 ,000;  at  that  level  as  much  as  30%  of  even  extra  dollar  earned 
got  taxed  away.  So  the  old  political  rhetoric  about  soaking  the  rich  no 
longer  washes,  because  most  voters  have  caught  on  to  the  fact  that 
when  politicians  talk  about  taxing  the  rich  they  arc  talking  about 
taxing  most  of  the  population.  No  wonder  Americans  are  seeing  red 
over  the  way  politicans  spend  their  green. 

Efficiency  is  not  enough 

"Why  capitalism  hasn't  won  yet"  mav  sound  like  a  peculiar  title  for  a 
Forbks  article  appearing  U  a  time  when  socialism  is  collapsing  and 
the  Soviet  Union  has  literally  fallen  apart.  Bui  economist  Robert  H. 
Nelson  makes  a  strong  if  somewhat  disturbing  point.  It  is  that  free 
market  systems  are  unlikely  to  prevail  unless  they  have  a  strong  moral 
sanction;  the  argument  that  free  markets  are  more  efficient  isn't 
enough.  Nelson's  most  recent  book,  Rcaihinji for  Heaven  on  Earth, 
was  just  published  bv  Rowman  &  1  utlctield.  See  page  104. 
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WHAT  YOU  SHOULD 
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GET  BURNED. 


anasonic  cordless  phone 
technology  gives  you  the 
features  you  want  and  the 
performance  you  expect. 

Ever  talk  on  a  cordless  phone 
only  to  hear  so  much  sizzling  and 
crackling  noise  it's  like  you're  talk- 
ing over  a  roaring  fire?  That's  why 
the  new  Panasonic  KX-T3860  cord- 
less phone  has  Sound  Charger™ 
technology.  A  sophisticated  noise 
reduction  sys-  _ 

compression  (TmlillM 

and  expansion 

technology  to  simultaneously  filter 
out  background  noise  while  ampli- 
fying the  caller's  voice. 

Or,  how  many  times  has  a  con- 
versation gone  up  in  smoke 
because  of  interference?  This 
Panasonic  cordless  phone  has 
automatic  channel  search, 
which  scans  all  10  channels 
to  find  the  clearest  one. 
Add  sophisticated 
features  like  a  retract- 
able rubber  antenna,  a 
rechargeable  battery  that 
lasts  at  least  7  days  in  standby 
mode,  an  LCD  in  the  handset  and 
a  speakerphone  in  the  base,  and 
you've  got  cordless  phone  technol- 
ogy that  really  sizzles.  You've  got  a 
Panasonic  cordless  phone.  ■ 


Panasonic 

just  slightly  ahead  of  our  time* 
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Quotron  bomb 

If  JOHN  REED  thought  running  Quo- 
tron was  tough,  wait  until  the  Citi- 
corp chairman  tries  to  sell  it.  The 
stock  quotation  service  has  been 
steadily  losing  customers  since  Citi- 
corp paid  a  hefty  $680  million  for  it 
five  years  ago.  Last  month  Citicorp 


Citicorp  Chairman  John  Reed 
Stock  quotes  for  sale? 


took  a  $400  million  writeoff  on  the 
beleaguered  business.  As  Forbes  pre- 
dicted, outdated  technology  did 
Quotron  in:  rival  Automatic  Data 
Processing  now  controls  over  half  of 
the  U.S.  stock-quote  market,  versus 
Quotron's  40%  (Apr.  3,  1989). 

Can  Reed  rustle  up  a  buyer?  May- 
be, but  it'll  mean  taking  a  loss.  At  the 
right  price — say  $200  million  tops — a 
few  bargain -hunters  might  try  up- 
grading Quotron's  network  of 
70,000  terminals. 

Quotron  has  been  sprucing  up  its 
one-year-old  foreign  exchange  trad- 
ing system,  F/x  Trader,  which  recent- 
ly overtook  ailing  Telerate,  a  unit  of 
Dow  Jones.  But  the  effort  may  be 
pointless.  Reuters  dominates  the  elec- 
tronic foreign  exchange  trading  busi- 
ness, with  96%  of  the  nearly  17,000 
terminals  in  use.  After  fumbling  Quo- 
tron's solid  stock-quote  business,  it's 
hard  to  believe  Citicorp  can  make  a  go 
of  F/x  Trader. 

-Jean  Sherman  Chai/kv 


Wrong  Bass 

I'm    Nov.    11    issue  erroneously  re 
ported  thai  Edward  Hass,  the  near 
billionaire     who     hails     from     Ion 
Worth.  Tex.,  is  one  ofthe  many  inves 


tors  suing  Houston's  Granada  Corp ' 
In  fact,  the  plaintiff  is  another  (andl 
less  wealthy)  Edward  Bass. 

Charles  Keating, 
Forbes  fan 

Back  in    1988   when  s&l  dealster 
Charles  Keating  was  still  the  pal 
senators    and    other    pols,    ForbesI 
warned  investors  off  the  S250  million! 
in  junk  bonds  issued  by  his  American  | 
Continental  Corp.  Keating  was  flog- 
ging the  paper  through  branches  ofl 
his  Lincoln  Savings  &  Loan  without! 
informing  the  buyers  how  junky  it 
was;  many  buyers  apparently  thought 
they  were  getting  federally  insured  | 
investments  (Oct.  17,  1988). 

Keating  was  not  amused.  It  camel 
out  at  his  securities  fraud  trial  in  Los 
Angeles  Superior  Court  last  month  i 
that  Keating  had  ordered  an  executive ! 
to  buy  all  copies  ofthe  offending  issue 
of  Forbes  at  every  newsstand  near  the 
26  Lincoln  branches  in  Los  Angeles 
and  Orange  counties.  Keating's  un- 


f  Indicted  S&L 
|  kingpin 
|  Charles  Keating 
*  He  couldn't  get 
enough  of  Forbes. 


derlings  tried  but  gave  up  after  a  half- 
hearted attempt. 

The    junk    bonds    defaulted    m\ 
months  later  when  American  Conn 
nental  filed  for  Chapter  1 1  bankrupt 
cy  protection. 

Bouncing  Bill 

Remember  William  Stoeckcr?  A  lot 

of  big  banks  would  like  to  for. 
him.  The  former  Chicago  welder 
built  his  Grabill  Corp  into  a  Rust 
Bell  conglomerate,  thanks  to  more 
than  $400  million  borrowed  from 
eager  lenders  like  Citicorp,  I* 
and  Bank  o\  New  England.  He 
promptly  bought  art,  homes  and 
luxury  automobiles  But  three 
months  after  FORBES  questioned  his 
bookkeeping.  Stoecker  was  forced 
into   personal   and   corporate   bank 
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Truffles  in  Paradise. 


V  ,  i     lil! 

Those  who  seek  refuge  from  this  far-too-civilized  world  will  find  paradise       p 
in  Godiva K  Truffles.  For  sheltered  beneath  the  most  imaginative  coatings  lies  an  Eden 
of  incomparable  delights.  With  such  flavors  as  mandarin  orange,  raspberry, 
hazelnut  praline,  chocolat  au  lait  and  chocolat  noir,  Godiva  Truffles  are  truly     (^  Q  [])  |  \Zy\ 
heaven  on  earth.  What  better  way  to  bid  one's  troubles  adieu!  CJhomlatitr 

BRUXELLES  •  NEW  YORK  •  PARIS 

Godiva  Chocolatier,  701  Fifth  Avenue,  New  York,  New  York  10022. 
©  1988  Godiva  chocolatier,  inc.  For  more  information  about  Godiva "  Chocolates,  call  1-800-732-7333 


-/announcing  a  new  business  ap- 
proach to  Southern  Africa  — the  SAA 
"Stratosleeper".  Each  seat  is  custom- 
tailored  to  meet  your  needs,  not  the 
airline's.  You  get  more  room  to 
stretch  out,  lie  back  and  relax. 

Best  of  all,  you  can  now  fly  direct 
from  New  York  again  —  so  you'll  arrive 
even  more  refreshed.  Having  enjoyed 
the  luxury  service  and  gourmet  cuisine 
that  rate  us  top  with  executives. 
So  get  comfortable  and  let 
us  help  you  get  down  to  busi- 
ness with  a  copy  of  the  240- 
page  Doing  Business  with 
Southern  Africa. 

For  your  free  copy  just 
call  1-800-722-9675.  In 
New  York  (212)  826-0095 
or  see  your  travel  agent. 


SOUTH  AFRICAN  AIRWAYS 


ruptcy  (Oct.  31,  1988;  Mar.  6,  1989J 
With  most  of  his  20  companic 
sold,  secured  lenders  to  Stoecker' 
personal  estate  will  recover  close  tc 
100  cents  on  the  dollar.  But  unsel 
cured  ler  ders  will  get  only  about  2\ 
cents.  Citicorp  lost  S 1 00  million  of  i 
$190  million  in  loans  to  the  forme 
whiz  kid.  The  sale  of  Grabill  Corp. 
the  corporate  part  of  Stoecker's  em- 
pire, will  net  $80  million  for  the  Bi 
of  New  England  syndicate  that 
the  company  SI 50  million. 

The  U.S.  Attorney  in  Chicago  hi 
long  been  investigating  charges 
Stoecker  defrauded  his  bank  lenders. 
The  evidence  will  hardly  cover  the| 
banks'  credit  analysts  in  glory.  Stoeck- 


William  Stoecker  of  Grabill  Corp.  in  1988 
Object  lesson  for  naive  bankers. 


er's  lenders  accepted  unaudited  1987 
financial  statements  for  Kimberton 
Corp.,  a  lawn  maintenance  company, 
showing  sales  of  S29  million  and 
inventories  of  S5.5  million — while 
Kimberton's  1987  tax  return  listed 
sales  of  $13,000  and  inventories 
of  zero. 

The  bankers  also  relied  on  an  ap 
praisal  prepared  at  the  behest  of  for- 
mer Grabill  accountants  I.avcnthol  & 
Horwath  that  showed  Stoecker  had  a 
net  worth  of  $550  million  in  L988 
The  true  figure,  according  to  the  U.S. 
bankruptcy  trustee:  negative  $70  mil- 
lion. Laventhol  is  now  out  ofbusi 
ness.  Says  Stoecker's  lawyer  Thomas 
Durkin:  "I'm  not  going  to  comment 
on  old  allegations  drummed  up  by 
bankers  .md  their  paw  ns." 

Stoecker,  34,  is  remarried  and  liv- 
ing outside  Chicago  Durkin  ays 
Stoecker  is  ^ull  trying  to  do  deals, 
forming  groups  to  buy  small  industri- 
al manufacturers  and  helping  them 
get  appraisals  and  financing. 

Bankers  beware.  Bi 
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For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  markets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York  •  San  Francisco 
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Mollycoddlers 

One  way  that  the  county  executive  of 
Montgomery  County,  Md.  planned 
to  cut  costs  to  bridge  the  $57  million 
shortfall  in  the  county's  current  (fiscal 
1992)  budget  was  a  seven-day  unpaid 
furlough  of  7,500  workers.  Savings: 
$5  million.  The  county's  workers 
have  been  well  paid  in  the  past — not 
surprising  in  a  county  that  spent  $7 
million  on  an  "aquatic  center"  with 
indoor  pools  and  saunas. 

Their  petulant  response  to  the  pro- 
posed furlough  was  a  rally  of  400 
shouting  county  workers  at  the  coun- 
ty council's  building.  Egged  on  by 
Jesse  Jackson,  50  workers  occupied 
the  building  overnight. 

But  rather  than  send  in  the  cops, 
the  county  opened  the  cafeteria  and  a 
conference  room  to  make  things 
more  comfortable  for  the  sitters-in. 
And  next  afternoon,  with  150  county 
workers  packing  the  chamber,  the 
county  council  passed  a  preliminary 
budget  that  would  raise  taxes  by 
about  $300  per  household  and  over- 
ride a  property- tax  limitation  passed 
by  fed-up  voters  in  1990. 

How  Montgomery  County's  vot- 
ers react  to  this  muddled  manage- 
ment should  send  a  message  to  other 
counties'  elected  officials  throughout 
the  country.  -Janet  Novack 
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Red  Army  soldiers  at  drill  practice 

They  signed  to  fight,  now  they  get  to  harvest  wheat  and  drive  it  to  market. 


*  /  •  /  •  *  • 


Red  Army,  Inc. 

With  entrepreneurial  juices 
beginning  to  bubble  in  the  Soviet 
empire,  Vladimir  Arkhipov,  a  top 
general  in  the  Red  Army,  has  come  up 
with  four  ways  for  the  army  to  earn 
some  cash  and  preserve  some  of  its  3.7 
million  jobs — including  his  own.  Ar- 
khipov thinks  that  he  may  be  able  to 
hire  out  some  conscripts  as  seasonal 
laborers. 

Last  year  90,000  soldiers  helped 
harvest  crops,  but  they  weren't  paid  a 
kopek.  The  Soviet  republics'  biggest 
problem  is,  of  course,  the  lack  of  a 
distribution  system.  As  a  private  agri- 
cultural economy  inevitably  develops 
(Forbes,  Nov.  11),  Arkhipov  also 
hopes  to  lease  out  to  food  merchants 
army  air  and  ground  transport  facili- 
ties, which  also  have  at  least  the  rudi- 
ments of  a  central  communications 
and  control  organization.  Using  mili- 
tary planes  and  trucks  could  help  solve 
the  Soviets'  anticipated  food  short- 
ages this  winter. 

Third  on  Arkhipov's  list  of  income- 
generating  ideas  is  charging  countries 
that  send  thousands  of  foreign  stu- 
dents to  Soviet  military  academics. 
But  here  he  faces  a  problem:  Most  o( 
the  client  states — Vietnam,  North 
Korea,  Afghanistan — are  even  more 
broke  than  the  Red  Army. 

Perhaps  Arkhipov's  most  piromis 
ing  idea  is  number  four:  charging  for 


the  use  of  military  hospitals  across  the 
old  empire.  Last  year  the  Red  Army's 
hospitals  treated  12  million  civilians 
on  an  outpatient  basis  and  provided 
hospital  beds  for  another  400,000 
citizens.  All  this  was  provided  free  of 
charge. 

Who  says  you  can't  teach  an  old 
bear  new  tricks?      -Peter  Fuhrman 

No  rain  on  his  Parade 

"A  positive  attitude"  is  how  Carlo 
Vittorini,  who  runs  Parade  for  Ad- 
vance Publishing,  explains  the  12% 
jump  in  the  thin  Sunday  insert  maga- 
zine's ad  revenues  this  year.  Despite 
the  industrywide  ad  slump  ,\nd  a  7% 
increase  in  Parades  page  rate 
$462,000  for  a  four-color  page),  its 
1991  advertising  revenues  should  ex 
ceed  a  rat  $350  million. 

When  he  says  "positive  attitude,*' 
Vittorini  has  in  mind  Parade's  trade 
mark  inspirational  articles  about  pco 
pie  overcoming  terrible  adversity.  But 
he  can  also  thank  Allen  Neuharth. 
Neuharth  bought  Family  Wttkfykam 
CBS  for  $42.5  million  in  1985,  when 
he  was  still  chairman  of  Gannett  ( 
and  relaunched  it  as  USA  Weekend  in 
mi  effort  to  give  Parade  some  compe- 
tition. But  Neuharth  made  no  secret 
that  he  saw  I  'SA  Week-end  as  ua  good 
promotional  vehicle"  for  Gannett 's 
daily  newspaper,  USA  Tod 

That  was  not  clever.   Newspapers 
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that  might  have  agreed  to  carry  the 
Gannett  color  supplement  didn't  rel- 
ish the  idea  of  promoting  a  rival  to 
their  daily  editions.  Result:  Since 
1985  the  50-year-old  Parade  has 
picked  up  some  70  new  papers;  it  is 
now  carried  in  339  Sunday  papers 
with  a  combined  circulation  of  36 
million.  USA  Weekend  has  lost  23 
newspapers  since  Gannett  took  over 
Family  Weekly  and  has  a  total  circula- 
tion of  16.6  million. 

-Katarzyna  Wandycz 

Flackery  for  sale? 

Half  a  dozen  present  and  former 
executives  of  Hill  &  Knowlton,  the 
big  public  relations  firm,  held  a  secret 
meeting  in  London  in  early  October. 
Subject:  hatching  a  buyout  of  the  firm 
from  Martin  SorrelPs  troubled  wpp 
Group.  The  cabal  is  said  to  believe  it 
could  get  h&k  (1990  revenues,  $196 
million)  for  around  S50  million. 

In  normal  times  that  would  be  rela- 
tively cheap.  But  like  advertising,  the 
public  relations  industry  is  in  a  slump. 
h&k's  earnings  are  expected  to  be 
down  this  year,  and  net  new  business 
for  the  first  six  months  fell  36%,  to  S9 
million.  Hill  &  Knowlton  also  mis- 
fired this  past  year,  with  such  contro- 
versial clients  as  the  Church  of  Scien- 
tology and  an  antiabortion  group  of 
Roman  Catholic  bishops. 

The  firm  has  been  wracked  by  up- 
per management  turmoil,  too.  In 
September  Robert  Dilenschneider 
abrupdy  quit  as  h&k's  chief  executive 
after  quarreling  with  Sorrell.  Dil- 
enschneider, who  just  started  his  own 
public  relations  firm,  Dilenschneider 
Group,  says  he  hasn't  been  asked  to 
join  the  erstwhile  buyout  group.  Yet. 
And  an  inside  source  says  he  can't  get 
involved  until  he's  finished  negotiat- 
ing his  severance  package.  The  group 
has  been  canvasing  support  from  oth- 
er h&k  alumni. 

wpp  says  the  firm  has  no  plans  to  sell 
Hill  &  Knowlton,  which  it  acquired  in 
1987  as  part  of  J.  Walter  Thompson. 
But  WPP  may  have  little  choice  in  the 
matter.  The  heavily  indebted  British 
ad  agency  has  been  under  intense 
pressure  to  sell  assets  to  refinance  its 
debt,  vvpp's  pretax  profits  for  the  first 
half  of  1991  were  down  65%,  to  S29 
million,  on  revenues  of  $1  billion. 
Watch  this  space.  -Zina  Sawaya  M 
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THE  LEGEND  RESTORED. 
TO  RESIDE.  TO  DINE.  TO  SIMPLY  SIP  ON  A  SLING. 

RAFFLES  HOTEL,  1  BEACH  ROAD,  SINGAPORE  0718.  TEL:  337  1886,  TELEX:  RS39028  RHSIN,  FAX:  339  7650. 
UNITED  STATES,  TEL:  (TOLL  FREE)  1  800  232  1886  OR  800  544  7570 


T.  Howe  Price  International  Stock  Fund  has  outperformed  95%  of  all 

mutual  funds  for  the  10  years  ended  9/30/91*  It  invests  in  established 

foreign  companies  to  enhance  your  return  potential  and 

diversify  your  investments. 

Call  for  a  free  guide.  Our  guide  to 

international  investing  discusses 

factors  you  should  consider  when 

investing  overseas,  including 

currency  fluctuations  and  other 

special  risks. 

$2,500  minimum.  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  houre  for  a  free  guide 

The  Basics  Of 

International  Investing 

1-800-541-8462 


T.  Rowe  Price,  100  E.Pratt  St. 
Baltimore,  MD  21202 
Send  The  Basics  Of  International 
Investing  guide,  and  a  prospectus 
with  more  complete  information, 
including  management  fees  and 
other  charges  and  expenses.  I  will 
read  the  prospectus  carefully 
before  I  invest  or  send  money. 


Name 


Address 


City/State/Zip 


ISF013912 


Phone        □  Home     □  Business 


Invest  With  Confidence 

T.RoweRice 


est 


"According  to  Lipper  Analytical  Services,  Inc.,  which  ranked  International  Stock  Fund  #28  of  all  636  mutual  funds  for  the 
period  9/30/81  to  9/30/91 .  Past  performance  cannot  guarantee  future  results. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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We  immortalize  our  heroes  in  stone 
and  bronze,  but  unless  we  act  quickly, 
we'll  see  their  writings  crumble  into  dust 

One  and  a  half  centuries  of  culture 
and  science,  millions  of  irreplaceable 
books,  newspapers,  documents,  maps  and 
drawings  are  likely  to  be  lost  for  posterity. 


Most  paper  made  of  wood  pulp 
-  nearly  everything  printed  since  1850  - 
is  acidic:  it  turns  brown  and  brittle,  and 
eventually  decomposes. 

But  there  is  good  news.  The  world's 
largest  library,  in  cooperation  with 
Akzo  and  our  affiliate  Texas  Alkyls.  has 


developed  a  method  to  deacidih 
preserve  thousands  of  books  and  ^  | 
ments  simultaneously. 

Based  on  1 7  years  of  developr 
this  process  is  now  commercially  v  ^ 
and  under  exclusive  license  to  Akzc 
We  are  making  it  .n.iilable  to  libr. 
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Itfy  lersities  and  colleges  throughout  the 

This  preservation  of  history  is  just 
jpf  i  of  the  major  contributions  achieved 
I  *  aur  65,000  people  in  50  countries. 
<io    As  one  of  the  world's  largest  chem- 
bfi  companies,  we  are  active  in  the 


fields  of  chemicals,  fibers,  coatings,  salt 
and  health  care.  For  more  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept  (MR),  300  South 
Riverside  Plaza,  Chicago,  II.  60606. 

CREATING  THE  RIGHT  CHEMISTRY. 
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Baker  Affirms  Jar 
AsFinalPulloutl 
To.^ertaWarin 


If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


1-800-356-3704 
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Noble  cause 

Sir:  By  working  for  those  less  fortu- 
nate, the  Kennedys  are  augmenting 
their  patrimony  ("Shirtsleeves  to 
shirtsleeves,"  Oct.  21).  Money  plays 
an  important  part  in  the  treatment  of 
our  social  ills,  yet  "good  works"  do 
not  require  "wealth."  By  rolling  up 
their  shirtsleeves  and  volunteering 
their  help,  many  Americans  are  mak- 
ing a  difference.  There  are  other,  albe- 
it less  noble,  endeavors  to  pursue  in 
this  life  than  financial  wheeling  and 
dealing. 

-J.  James  Martin 
Takoma  Park,  Md. 


The  Kennedy  clan 
Money  is  not  everything. 


Serbs  versus  Croats 

Sir:  The  Serbian- Croatian  struggle  is 
a  pure  civil  war  and  not  territorial 
aggrandizement  (Fact  and  Comment, 
Oct.  28).  Although  I  am  not  in  agree- 
ment with  the  communist  perspective 
of  Slobodan  Milosevic,  I  am  con- 
cerned about  the  murdering  of  Serbi- 
ans in  Croatia. 
-Mike  Lukich 
Elkhart,  Ind. 

Uncharitable 

Sir:   The   American   Civil    Liberties 
Union  is  listed  ("Charity  checklist," 
Oct.  28)  as  spending  only  22%  of  its 
total    expenses    for    "program    ser 
vices."  In  tact,  we  spend  nearly  79% of 
our  to-al  expenses  for  program  ser- 
vices. Why  the  discrepancy?  It's  sim- 
ple. Of  our  $8,357,290  in  total  e\ 
penses  during  the  year  stated,  our 
audited    financial    statement    shows 
$6,590,391  in  program  sen  ices.  Bill 
$4,710,120  of  that  is  income  we  raise 
for  our  50  affiliate  offices.  That  mon 
cv   is   a   pure   program   expense   irs 
Form  990,  however,  requires  us  to  list 


that  $4,710,120  as  a  "transfer  to 

affiliates." 

-Ira  Glasser 

Executive  Director 

American  Civil  Liberties  Union 

New  York,  N.Y. 

Sir:  mda  consistendy  devotes  75%  of 
its  expenditures  to  program  serxices. 
Yet  because  of  an  accounting  techni- 
cality in  which  mda  wrote  offits  entire 
decade -spanning  headquarters  relo- 
cation expense  in  one  year,  your  arti- 
cle reflects  an  unfairly  lower  figure. 
-Robert  Ross 

Vice  President  and  Executive  Director 
Muscular  Dystrophy  Association 
Tucson,  Ariz. 

Sir:  The  information  that  you  proxid- 
ed  gix'es  us  all  even  more  incentive  to 
drive  our  costs  down  even  further. 
Every  time  xve  do,  more  of  the  do- 
nors' gifts  floxv  to  our  bottom  line — 
serxices  for  people. 
-Betty  Beene 
President 

The  United  Ways  of  Tri- State 
New  York,  N.Y. 

Sir:  The  irs  requires  that  x\  e  file  txvo 
irs  Form  990s — one  xxhich  is  the 
combined  income  and  expenses  of  all 
our  57  dixisions  (the  group  990)  and 
a  second  that  summarizes  the  same  for 
national  programs.  Your  article  took 
into  consideration  only  our  group 
990,  and  so  ignored  approximately 
$124  million  in  funds  allocated  to 
nationally  administered  programs. 
-John  R.  Skhfrin 
Chairman  of  the  Board 
American  Cancer  Society 
Atlanta,  Ga. 

Sir:  One  of  the  most  critical  aspects  o( 
an   organization    is    the    amount   ot 
funds  it  directly  allocates  to  its  pro 
grams.  As  the  executive  director  ot  a 
charitable  foundation,  I  have  directed 
our  chief  financial  officer  to  stop  all 
contributions   to   any   organization 
that  has  a  Program  Commitment  In- 
dex less  than  50%. 
Patricia  A.  Bloom 
Execute**  Director 
Campaign  How; Shout  To  The  lop 
I  os  Angeles,  Calif. 

Sir:  Regarding  "Charity  checklist." 
most  of  the  funds  raised  by  the  United 
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States  Committee  for  unicef  are  used 
to  support  projects  that  aid  children 
and  women  in  developing  countries 
sponsored  by  unicef — the  United 
Nations  Children's  Fund.  When  these 
substantial  expenditures  are  added  to 
those  used  in  Forbes'  calculations,  the 
percentage  of  funds  actually  used  by 
the  U.S.  Committee  to  carry  out  its 
charitable  mission  is  69%,  not  the  13% 
cited  in  the  Forbes  checklist.  (These 
numbers  are  for  fiscal  1990;  in  fact, 
last  year's  figure  was  72%.) 

Contributions  to  the  U.S.  Com- 
mittee, to  protect  the  world's  most 
vulnerable  citizens,  literally  save  lives. 
-Lawrence  E.  Bruce  Jr. 
President  and  Chief  Executive  Officer 
U.S.  Committee  for  UNICEF 
New  York,  N.T. 

Forbes'  statistics  were  drawn  from 
the  990  forms  nonprofit  institutions 
file  with  the  Internal  Revenue  Service. 
As  we  cautioned  our  readers,  results 
could  be  distorted  by  the  unconsolidated 
results  of  member  or  headquarters  or- 
ganizations. Forbes'  list  was  a  check- 
list, not  a  rating  system. -Ed. 

Not  for  sale 

"Sir:  My  faith  in  Forbes  was  shattered 
by  a  report  (The  Informer,  Nov.  11) 
that    the    Hongkong    &    Shanghai 
Bank  had  retained  Goldman,  Sachs 
to  sell  Marine  Midland  Bank.  We 
have  not,  and  Marine  Midland  is  not 
for  sale. 
-G.S.  Cardona 
Manager  Group  Head  Office 
HSBC  Holdings  pic 
Hong  Kong 

Minding  my  own  business 

Sir:  Re  "Telephone  voyeurs"  (Sept. 
30).  Few,  if  any,  scanner  monitors 
bother  to  "eavesdrop"  on  cordless  or 
cellular  frequencies.  It's  too  boring.  I 
monitor  Soviet  spaceflight  tracking 
networks.  Others  monitor  aviation, 
maritime,  military,  police,  fire  and 
press  frequencies.  By  calling  them 
"jerks,"  you  managed  to  defame 
thousands  of  scanner  owners  who 
consider  their  neighbors'  phone  con- 
versations none  of  their  business  and  a 
gross  waste  of  "eavesdropping"  time. 
-Sam  Ricks 
Villas,  N.J. 
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NEW  AUDI  100 

HAS  GERMAN 

MOTORING  PRESS 

DOING  A 180! 


r  JfM  | 


In  a  surprise  turnaround,  three  of  Germany's  top  automotive  journals 
rated  the  all  new  Audi  100  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BILD.  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW  the  front-wheel  drive  Audi  100S  is  priced  at  $29,900: 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  galva- 
nized body,  and  a  3-year  or  50,000-mile  limited  warranty"  with  no  charge 
for  scheduled  maintenance.  .^  Treuttel.  Munich 

* Price  based  on  MSRP  with  manual  trans.,  excluding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  subject  to  change.  **See  dealer  for  details. 


We're  Making  a 
Difference. 


American  Heart 
Association 


0 


Prince  William  Sound  after  the  spill:  slowly  but  surely,  life  returns  and  nature  recovers. 

An  early  return  on  a  sound  investment. 

Alaska's  Prince  William  Sound,  ravaged  by  a  massive  oil  spill, 
is  quickly  coming  back  to  life.  Ensuring  that  natural  wonders  remain 
unspoiled  is  everyone's  job.  At  Lockheed,  we've  made  it  our  business,  and 
it's  growing  fast. 

Lockheed  has  been  monitoring  and  helping  to  clean  up  the 
environment  for  25  years.  We  work  on  a  broad  spectrum  of  problems: 
hazardous  waste,  acid  rain,  ecosystem  degradation  and  nuclear 
contamination.  In  addition  to  Prince  William  Sound,  Lockheed  helped  clean 
up  Love  Canal;  and  we  played  a  vital  role  in  the  National  Acid  Rain  Survey. 

Environmental  Services  comprises  one  aspect  of  Lockheed's 
Technology  Services  Group.  The  Group  also  performs  shuttle  processing, 
aircraft  maintenance  and  modification,  and  airport  management. 

Lockheed's  mastery  of  environmental  services  is  a  perfect 
example  of  how  we're  leveraging  traditional  strengths  to  compete  in  growing 
markets.  To  some,  cleaning  up  the  environment  is  a  dirty  job.  To  us.  it's 
important  business. 


^^Lockheed 

Watch  NOVA  on  PBS.  Tuesdays  at  8 p.m. 


"With  all  thy  getting  get  understanding" 


act  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


RE  THE  GULF  WAR  AND  THE  '92  ELECTION 

Winston  Churchill  led  Britain  to  victory  in  the  mother  of  all  wars.  Yet  at  war's  end, 
voters  overwhelmingly  rejected  him  for  a  new  term  because  of  economic  and  social  issues. 

FAST  FORWARD  TO  THE  FUTURE 


Chairman  Alfred  Sikes  and  his  colleagues  on  the  Feder- 
al Communications  Commission  have  done  the  U.S.  an 
enormous  favor  by  proposing  that  local  telephone  com- 
panies be  permitted  to  package  and  transmit 
television  programming  on  their  wires. 

The  move  will  hasten  the  now  years- away 
day  that  fiber-optic  lines  are  connected  to 
most  American  homes,  a  happening  that  will 
have  consequences  as  profound  as  the  advent 
of  TV  four  decades  ago.  How  we  work,  enter- 
tain and  communicate  will  radically  change. 

Americans  will  be  able  to  tap  distant  informa- 
tion libraries,  in  effect  bringing  school  and 
college  into  the  house.  Viewers  will  be  able  to      FCC  Boss  Sikes: 
call  up  movies,  plays  and  TV  shows  with  a  push     Vibrant  visionary. 


of  a  button.  Everyone  will  be  his  own  network  program- 
mer, devising  his  own  evening  entertainment  with  prime- 
time  shows  of  his  own  choosing  at  his  own  times.  With 
soon-to-come  digital  screens,  one  will  be  able 
to  alter  camera  angles  for,  say,  TV  sports  events. 
Television  has  made  us  a  nation  of  couch 
potatoes.  Thanks  to  Sikes,  evenings  will  pass 
from  passivity  to  activity. 

The  proposed  rules  will  also  increase  compe- 
tition by  ending  cable  monopolies.  They  will 
reduce  the  power  of  bureaucrats:  Local  govern- 
ments will  no  longer  dole  out  franchises  for  fees 
and  favors.  They  will  keep  America  in  the 
forefront  of  the  supremely  important  fields  of 
both  digital  and  fiber-optic  technology. 


The  U.S.  has  acquiesced  to  a  sham 
ending  fighting  in  Cambodia.  The  accord  supposedly  binds 
warring  factions  to  peaceful  elections  in  1993.  Meanwhile, 
these  belligerents  will  share  power.  _ 

This  allows  the  Khmer  Rouge  a 
place  in  the  new  government.  These 
Asian  Nazis  killed  upwards  of  3  mil- 
lion Cambodians  when  they  were  in 
power  in  the  1970s.  Their  forces  are 


BLOODY  BARGAIN 

peace''  treaty  for     larger  and  better  armed  than  those  of  their  foes.  There  is  a 


3  CAMBODIAN  FACTIONS  SIGN 
A  UK-ENFORCED  PEACE  PACT; 
KHMER  ROUGE  SHARES  RULE 


real  chance  that  they  will  take  over  the  country. 

How  can  the  U.S.  be  a  party  to  such  a  moral  travesty? 
The  agreement  gets  the  Vietnamese 
out  of  Cambodia,  but,  for  once,  Ha- 
noi is  less  murderous  than  the  princi- 
pal opposition.  The  status  quo  is 
preferable  to  letting  the  Khmer 
Rouge  come  back. 


-NEW  YORK  TIMES 


SHAME 


Britain  is  about  to  forcibly  repatriate  thousands  of 
Vietnamese  refugees  now  being  detained  in  Hong 
Kong  camps. 

There  hasn't  been  such  a  morally  revolting  decision  by 
a  supposedly  civilized  Western  nation  since  the  U.K.  and 
the  U.S.  shipped  some  2  million  unwilling  Soviet  POWs 
and  emigres  to  Stalin  at  the  end  of  World  War  II.  Most  of 
those  people  perished  in  Stalin's  death  camps.  Britain's 
vow  to  use  force  to  move  reluctant  refugees  recalls'  ugly 
scenes  of  British  soldiers  beating  and  shooting  distraught 
Russians  in  1945-46.  One  would  like  to  believe  that  only 


Nazis  and  Communists  engage  in  such  activities. 

Hanoi,  of  course,  promises  that  the  returnees  will  not 
be  persecuted.  U.N.  inspectors  will  supposedly  monitor 
the  situation. 

Those  pledges  and  safeguards  are  a  joke.  Vietnam  is  still 
a  police  state  with  an  elaborate  Gulag  prison-labor  sys- 
tem. Except  for  a  handful  who  will  be  prominentiy 
showcased,  these  people  will  not  receive  jobs  or  housing; 
most  will  end  up  in  prison  on  trumped-up  charges. 

Vietnam's  economy  is  falling  apart;  the  regime  is  totter- 
ing. There  is  no  need  to  strike  an  inhuman  bargain  with  it. 
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FABULOUSLY  FORCEFUL  FINANCIAL— AND  POLITICAI^FIGURE 


Czechoslovakia  may  be  the  first  former  communist 
country  to  make  the  successful  transition  from  a  com- 
mand economy  to  one  of  open  markets,  thanks  to  its 
finance  minister,  Vaclav  Klaus. 

What  makes  Klaus  unique  among  his  peers  in  Poland, 
Hungary  and  elsewhere  is  his  appreciation  of  the  fact  that 
there  is  no  divorcing  politics  from  economic  reform.  He  is 
the  leader  of  Czechoslovakia's  largest  political  party.  He 
spends  considerable  time  writing  op-ed  pieces  for  newspa- 
pers, responding  to  questions  from  the  press  and  holding 
numerous  political  rallies.  "When  a  finance  minister  from 
another  country  complains  about  his  difficulties,  I  ask  him 
what  he's  doing  to 
persuade  the  public  to 
accept  his  program. 
He's  astonished  by 
my  question." 

Klaus  is  rapidly  pri- 
vatizing tens  of  thou- 
sands of  state-owned 
firms,  cutting  taxes, 
battling  trade  barri- 
ers, curbing  infla- 
tion— and  trying  to 
convince   the   public 

that  rapid,  discomforting  change  will  pay  off  in  future 
prosperity.  No  one  else  in  the  former  East  Bloc  is  pushing 
so  sweeping  a  free  enterprise  program  as  quickly  as  he  is. 

Klaus  is  a  genuine  believer.  Assigned  in  the  1960s  to 
read  books  written  bv  Milton  Friedman  and  Friedrich  von 
Hayek  to  prepare  attacks  against  free  markets,  young 
Klaus  became  a  convert  and  was  fired  from  his  job. 

His  approach  to  privatization  is  unique.  Small  shops  and 
firms  are  auctioned  off  in  their  hometowns  even-  weekend. 
Larger  companies  have  been  told  to  put  together  their  own 
privatization  plans.  "This  decentralized  approach  is  in 
contrast  to  what  the  Germans  are  doing  with  eastern 
Gemany,  where  the  process  is  very  centralized.  Theirs  is  a 
top-down  approach,  ours  is  from  the  bottom  up." 

One  way  to  privatize  is  via  a  unique  voucher  plan. 
Every  citizen  can  buy  a  book  of  vouchers;  the  price  is 


(l.to  r.)  Finance  Minister  Klaus,  President  Havel  (in  jogging  gear)  with  MSF  Jr.,  who 
was  presented  this  privatization  voucher  booklet. 


equivalent  to  one  week's  salary.  "If  people  were  given 
vouchers,  they  wouldn't  treat  them  seriously.  It  is  impor- 
tant that  their  own  money  is  involved."  The  coupons  can 
be  used  to  purchase  shares  at  a  favorable  price. 

Klaus  took  off  most  price  controls  earlier  this  year. 
Inflation  soared,  but  his  stable  money  polio-  (the 
Czechoslovakian  crown  is  tied  to  a  basket  of  five  curren- 
cies, including  the  dollar)  has  reduced  it  to  virtually  zero. 
Klaus  has  made  sure  there  are  minimal  restrictions  for 
setting  up  new  businesses,  even  if  they  compete  with 
existing  ones.  One  piece  of  anecdotal  evidence  that  entre- 
preneurs are  responding:  Before  the  Velvet  Revolution, 

Czechoslovakia  had 
20  or  so  official  book 
publishers.  "At  the 
recent  Frankfurt 

Book  Fair,  I  found 
over  200  publishers 
from  our  country  dis- 
playing their  wares." 
Czechoslovakia 
and  other  once  com- 
munist nations  have 
been  badly  hurt  by 
the  collapse  of  the 
Soviet  economy,  where  the  bulk  of  their  trade  was  for- 
merly conducted.  The  Soviet  debacle  makes  it  imperative 
that  Western  Europe  and  the  U.S.  open  up  their  markets 
to  Czechoslovakia  and  other  Central  and  Eastern  Euro- 
pean countries.  Klaus  is  visibly  frustrated  that  U.S.  offi- 
cials are  so  preoccupied  with  minutiae  such  as  textile 
quotas  ("Our  textile  quota  to  the  U.S.  would  hardly  be 
enough  to  clothe  a  small  village.")  instead  of  the  big 
picture  of  a  free-trade  agreement.  Much  more  important, 
trade  openings  with  Wesrern  Europe  have  so  far  been 
blocked.  "This  is  a  disaster  for  us." 

Another  barrier  Klaus  battles  against:  the  mind-set  ot 
Western  businessmen.  "When  an  American  executive 
thinks  of  Europe,  he  thinks  of  London,  Frankfurt,  Tans, 
etc.  He  doesn't  think  yet  of  Prague."  If  Klaus'  reforms 
sink  roots,  that  attitude  will  soon  change. 


RESTAURANTS— GO,  ,  STOP 

These  reviews  are  the  distilled  wisdom  of  brothers  Rob,  Kip  and  Tim,  and  Associate  Publisher  Jeff  Cunningham. 
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•  Felidia— 243  East  58th  St.  (Tel:  758-1479).  Deli- 
ciously  avant-garde  Italian  cuisine  combined  with  a  strik- 
ingly handsome  skylit  interior  and  fine  waiters  make  for  a 
first-rate  ristorante.  IOrtellini  alle  crbe  (tortellini  with 
herbs)  and  the  whole  wheat  pappardelle  prirhavera  both 
included  superb,  paper  thin  pasta.  Chocolate  mousse 
sponge  .\nd  fresh  cherry  tart,  lusciously  lip-smoking. 

Bo  Ky— SO  Bayard  St.  (Tel:  406-2292).  Chinese 
food  here  is  quite  good.  But  if  you  are  looking  for  anything 
along  the  lines  of  traditional  Western  amenities  (English 
speaking  waiters,  clean  [Mates,  etc.  |,  go  clscw  here. 

•  Shelby    l^o~  Lexington  Ave.,  between  70th  mu\ 
71st  Sts.  i  Tel:  988  4624  |.  In  its  press  release,  Shelby  claims 
to  serve  "ambitious  new  American  cuisine."  Thick  wallet 
ed  30  year  olds  are  packed  six  deep  around  the  bar,  mostly 
waiting  for  tables  to  open  up.  Very  surprisingly ,  the  food  is 
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indeed  worth  waiting  for.  Baked  filet  of  sole  with  spinach 
mousse  and  horseradish  crust  is  picturesquely  presented — 
light,  flaky  fish  with  .m  occasional  zing  of  horseradish.  1 
of  all,  the  grilled  chicken.  The  much  vaunted  i  in  their  p 
release  )  fried  cheese  iznts  w  ere  bland. 

•  La  Colombe  D'Or— 134  Fast  2Mb  St.  .  Tel: 
()M->6).  Cheerful  Provencal  setting,  a  cultural  awakening 
in  this  south  of  midtown  district.  Skate  i»  tastv  and  a 
ginger  custard,  well  worth  trying. 

•  LaMetairie-  189  We*  10th  St  lei  989-03 
The  menu  is  mouth  watering,  sophisticated  provincial 
French.  Venison  special  in  cognac  cracked  pepper  sauce 
will  soften  the  tummv  of  even  the  most  ardent  vegetarian. 
Supreme  de  canard  with  apples  carameli/ed  in  Cahrad 
indeed  supreme  Service  moves  No  hard  liquor,  but 
good,  reasonably  priced  wine  list  ■ 
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WE'VE  GOT  A 
WHOLE  NEW  ANGLE 
N  THE  WAY  YOU  SHAVE 


rfie  EuroFlex® 
haver  by  Wahl®. 

s  the  one  shaver 
■resigned  to  fit  all  the 
ngles  of  your  face.. .with 
o  independently 


suspended  DynaFlex" 
cutters  that  stay  in  constant 
contact  with  a 
specially-angled, 
dual-head  Flex 
Foil"  shaving 
system  to  capture 


face.  Add  a  handy  full- 
width  trimmer  for 

mustaches  and  side- 
burns, and  you've 
got  shaves  that  are 
remarkably  close, 
amazingly  fast.. .and 


and  cut  whiskers  along  the        a  whole  new  angle  on  the         \VA  HL 


exact  contours  of  your 


way  you  shave. 


Available  in  Rechargeable 
Cord/Cordless;  Rechargeable; 
and  Corded  models  at  better 

stores  everywhere, 

including: 

ALCO  STORES 

LONG'S 

ANN  &  HOPE 

LURIA 

ARTHUR'S 

MEIJER 

BOSCOVS 

PRIME  VALUE 

BRENDLE'S 

MART 

CUCKS 

SAVE-RITE 

CLOVER 

SERVICE 

CUTLERY  WORLD 

MERCHANDISE 

ELDER-BEERMAN 

SILVERMAN'S 

EVANS  DISTR.  &  JWLRS. 

SPIEGEL 

FARM  KING 

STRAWBRIDGE  & 

FOLAND'S 

CLOTHIER 

FRED  P.  GATTAS 

THE  PRESENT  CO. 

K'S  MERCHANDISE 

U.S.  MERCHANDISE 
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EuroFlex 


Remarkably  close, 
amazingly  fast 


From  Wahl, 

a  leading  manufacturer 
of  hair  clippers  and 
trimmers. 


PER  CORPORATION 
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to  the  phrase  divide  and  conque 
They   DIVIDED   their   stock   ij 
TWO,  which  helped  CONQUE 


a  very  DIFFICULT  PROBLEIV 


When  U.S.  Steel  acquired  the  Marathon  Oi] 


of  ninety-six  percent  of  all  voting  shareholders. 


: 


ipany  and  Texas  Oil  &  Gas,  the  resulting  corpo- 


m  was  rechristened  USX. 


Diversified,  to  be  sure.  And  yet,  it  proved 


)e  a  puzzle  for  many  equity  investors  as  well 
inalysts  who  tend  to  follow  and  recommend 


ividual  industries. 


A  STOCK  PLAN  WITH 
A  SPLIT-PERSONALITY. 


USX  chose  to  solve  this  dilemma  by  working 
h  Lehman  Brothers  to  create  a  clearer  distinction  in 
financial  community  between  its  steel  and  energy 


sinesses.  Which,  in  turn,  would  provide  "pure 

ly"  investment  opportunities. 

Together,  we  developed  a  unique  plan  for 

tcapitalizing  the  company  that   provided 

lareholders  with  an  energy  security  and  a 

eel  security  without  diminishing  the  bene- 

its  of  remaining  a   single   corporation. 

r  plan  attractive  enough  to  gain  the  approval 


A  SUM  OF  PARTS 

GREATER  THAN  THE  WHOLE. 


As  a  result,  shareholders  could  retain  equity  in 
one  or  both  of  the  busi  nesses .  The  energy  and  steel  shares 
began  to  trade  separately  on  the  NYSE.  New  investors 
with  specialized  interests  warmed  to  USX.  And  the 
aggregate  value  of  the  stocks  appreciated  significantly. 

The  USX  deal  is  notable  for  size  and  com- 
plexity alone.  More  to  the  point,  it  underscores  our 
conviction  that  all  clients  are  one-of-a-kind,  requiring 
customized  approaches. 

Which  has  not  only  led  us  to  organize  into  indus- 
try and  product  groups,  but  to  populate  the  firm  with 
people  who  actually  talk  to  each  other.  A  practice  which 
ensures  that  a  client  will  get  the  best  solution,  rather  than 
the  solution  with  which  one  individual  is  best  acquainted. 

If  your  company  has  a  problem  or  opportu- 
nity that  could  use  that  sort  of  thinking,  we'd  like 
to  be  involved. 


Lehman  Brothers 


1991  Shcarson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers,  Inc. 


Other  Comments 


Gome  Home,  George 

I  understand  President  Bush  is  plan- 
ning an  impromptu  visit  to  the  U.S. 
-Mark  Russell,  satirist  on  PBS 

No  Limits 

Our  two  nations  are  pacesetters.  We 
have  an  extra  measure  of  responsibility 
to  demonstrate  by  example  that  clean 
means  really  clean  [in  financial  mar- 
kets]; fair  means  really  fair;  and,  where 
trade  is  concerned,  the  rules  are  the 
same  in  both  directions.  If  we  could 
somehow  achieve  a  world  of  free  trade 
and  free  markets,  the  potential  gains 
would  be  simply  staggering.  By  the 
early  2000s,  I  could  see  the  Dow  at 
6000,  and  the  Nikkei  at  50,000. 
-William  A.  Schreyer,  CEO, 
Merrill  Lynch  &  Co.,  in  Tokyo 
at  The  America- Japan  Society  Inc. 

Aid  for  All 

Czechoslovakia's  President  Vaclav 
Havel  has  pointed  out  [that]  the  ter- 
rain that  has  emerged  since  the  col- 
lapse of  Communism  is  spiked  with 
hidden  land  mines — nationality- 
based  conflicts,  economic  crises,  and 
intolerance,  to  name  just  three — 
which  can  erupt  with  ferocious  inten- 
sity. "We  are  seeing  it  now  in  Yugo- 
slavia. Tomorrow  it  can  happen  any- 
where else  in  the  post- Communist 


world,"  Havel  warned.  It  is  not  diffi- 
cult to  enumerate  the  steps  that 
would  help  to  stabilize  the  situation; 
he  has  emphasized  foreign  economic 
aid  and  investment,  and  foreign  sup- 
port of  democratic  institutions.  The 
hard  part  is  to  get  "the  civilized 
world,"  as  he  calls  it,  to  realize  that 
such  aid  is  in  its  own  self-interest. 
-The  New  Yorker 

Some  Commute! 

Trends  shaping  the  world  in  the 
1990s:  High-speed  MAGLEV  trains 
will  allow  daily  commutes  of  up  to 
500  miles. 

-Crystal  Globe:  The  Haves  and  Have- 
Nots  of  the  New  World  Order,  Mar- 
vin J.  Cetron  and  Owen  Davie s 

Still  a  Girl's  Best  Friend? 

Down  where  diamonds  form  [below 
the  mantle  of  the  earth],  they  are 
stable  but  as  they  travel  upward 
they  pass  through  regions  of  lower 
pressure,  where  they  will  swiftly 
turn  into  graphite.  Only  by  passing 
through  such  regions  at  tremendous 
speed  can  diamonds  reach  the  earth 
as  diamonds,  where  they  cool  sud- 
denly and  enter  a  state  of  precarious 
preservation  that  somehow  betokens 
to  human  beings  a  touching  sense 
of  "forever."  Diamonds  shoot  like 


'Which  one  of  us  is  the  opposite  sex?" 


bullets  through  the  earth's  crust. 
Countless  quantities  turn  into 
graphite  altogether  or  disappear 
into  the  air  as  carbon  dioxide.  At 
room  temperature  and  surface  pres- 
sure, diamonds  are  in  repose  on  an 
extremely  narrow  thermodynamic 
shelf.  They  want  to  be  graphite  and, 
with  a  relatively  modest  boost  of 
heat,  graphite  is  what  they  would 
become.  They  are,  in  this  sense, 
unstable — these  finger- flashing  sym- 
bols of  the  eternity  of  vows,  yearn- 
ing to  become  fresh  pencil  lead. 
-In  Suspect  Terrain,  John  McPhee 


People  will  buy  anything 
that's  one  to  a  customer. 

-Sinclair  Lewis, 
in  Business  Babble 


Free  Choice 

The  voters  may  find  much  good  came 
of  the  [Thomas  hearings]  trauma. 
First,  the  Judiciary  Committee  hear- 
ings were  like  a  three-day  commercial 
for  term  limitations.  Second,  they  un- 
derscored the  point  that  Washington 
is  not  necessarily  a  place  where  we  can 
get  answers  for  our  ills,  or  where  the 
good  and  just  flourish.  Third,  the 
nation  got  to  see  en  masse  something 
it  has  never  been  allowed  to  sec  be- 
fore, the  leftist's  nightmare:  a  whole 
generation  of  smart,  proud  and  tough 
black  conservatives  who  are  the  most 
vivid  illustration  ever  that  blacks,  like 
everyone  else,  are  politically  mixed 
and  owned  by  no  one. 
-PEGGY  Noonan,  former  speech 

writer  for  George  Rush. 

New  York  Times 

No  Choice 

Whin   THE    Republican   Convention 
telephoned  Calvin  Coolidgc  m  Bos 
ton  with  the  news,  he  turned  to  his 
wife  .\nd  said,  "Nominated  for  Vfce 
President.*1  She  said,  "You're  not 
going  to  take  it,  are  you?*1  He 
plied,  "1  suppose  Til  have  to  " 
-Anuria  Prtsuut 

bv  Diana  Dixon  Hcalv  tM 
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World 

Has  A 

c  New 

superpower, 


Its* 
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d  Pontiac  SSE 


l. 


Introducing  the  supercharged  Pontiac  SSEi:  a  higher  level  of  luxury  and  excitement. 

The  most  technologically  advanced  Pontiac®  ever  offered,  its  wealth  of  standard  features  include:  A  3.8L 
supercharged  3800  V6... Driver-  and  passenger-side  airbags...  Anti-lock  brakes... Full-feature  theft-deterrent  system. 
Traction  control...  12-way  articulating  front  buckets... Variable-effort  power  steering... Head-Up  display... Electronic 
compass...  16  "Z-rated  tires...  Electronically  controlled  4-speed  automatic  transmission ...  Eight-speaker  sound 
system... Remote  keyless  entry... Electronic  ride  control. 

Should  you  need  even  more  proof  that  some  performance  sedans  are  created  more  equal  than  others,  we 
suggest  you  see  your  Pontiac  dealer  to  arrange  for  a  test  drive  in  the  all-new  Pontiac  SSEi. 


PONTIAC  SSEi  |  A  Higher  Level  Of  Excitement 


...  wilh  .in  r\l<*iM\c    >-\car   >0. (,.,.,,,,,„  .  ii 

si.lr    WisljllMT.  Cilll   Inll-lirr    I-K00-7MM1 


*»•«'  your  ilrali-r  for  terms  of  this  limited  warrant)  | 

ilormalinii  ;ni(l  dealer  locations. 


When  it  comes  to  measuring  temperatures, 
Schott  is  even  more  precise  than  nature. 


Gauging  temperatures  - 
nature's  way  and  Schott  s 
The  crocus  reacts  to  tem- 
perature changes  of  1.0  F 
Thermometers  made  with 
Schott  special  glass 
register  changes  ol 
0002   F 


The  temperature  outside  has  just 
risen  to  35°  F.  How  do  we  know? 
Because  that's  when  the  crocus 
begins  to  open  its  petals. 

The  crocus  has  a  natural, 

internal  thermometer.  Tempera- 
ture changes  of  just  1.0° F  cause 
a  fast  reaction.  When  the  temper- 
ature rises  above  a  given  level, 
the  flower  opens.  When  it  drops, 
the  flower  closes. 

Today,  we  can  measure 
temperature  variations  as  minute 
as  0.002  °F  thanks  to  the  special 
thermometer  glass  invented  by 
Otto  Schott. 

His  capillary  glass  tube 
thermometers  filled  with  liquid 
were  the  first  to  make  such  pre- 


cision measurements  possible. 
Unlike  earlier,  standard  glass 
models,  thermometers  made  of 
this  special  glass  give  accurate 
readings  even  after  they  have 
been  temporarily  heated  and 
then  cooled.  Thousands  of  spe- 
cific precision  thermometers  now 
in  use  in  science  and  technology 
are  made  with  Schott  special 
glass. 

Thermometer  glass,  avail- 
able from  Schott  America,  is  just 
one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  todays 
world,  special  glass  helps  keep 
technology  advancing. 

Schott  worldwide:  50.000 


products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1.5  billion  in 
sales. 

Schott  in  North  America 
11    companies  employing   more 
than  1.800  people. 

Would  you   like  to  know 
more  about  our  special  gta 
Write  to:  Schott  Corporation.  De- 
partment   F  30.  3  Odell  Plaza. ' 
Yonkers.  NY  10701. 


fca  SCHOTT 

Nobody  knows  more  about  glass. 


Commentary 

Ion  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


THE  EUROPEAN  COMMUNITY'S  NEW  ARMY 


The  French  and  German  proposals  to  form  a  joint  army 
unit  of  at  least  50,000  troops  as  a  nucleus  of  an  indepen- 
dent European  defense  force  rightly  cause  consternation 
in  the  United  Kingdom  and  among  American  and  other 
strong  supporters  of  NATO.  The  French-German  plan 
confirms  the  worst  suspicions  of  many  of  those  already 
doubtful  about  the  proposals  for  a  political  union  by  the 
Brussels  bureaucracy  of  the  European  Community. 

The  Community  (which  last  month  combined  with  the 
European  Free  Trade  Association  to  produce  a  19-coun- 
try  trading  block)  will  see  the  Common  Market  take 
effect  in  1992.  The  idea  was  to  eliminate  many  trade 
barriers  that  now  block  free  trade  among  the  European 
nations  and  the  rest  of  the 
Free  World.  That  would 
be  a  good  thing  and  of- 
'  fers  opportunities  to 
American  and  Asiatic 
businesses  if  the  Com- 
mon Market  does  indeed 
reject  any  idea  of  a  protec- 
tionist Fortress  Europa. 

But  a  common  market 
has  never  been  enough  to 
satisfy  the  Brussels  bu- 
reaucracy.   That    group, 

led  by  Jacques  Delors,  a  French  socialist,  has  all  along 
really  favored  the  creation  of  a  whole  new  country. 

These  extraordinarily  undesirable  independent  army 
proposals  of  President  Mitterrand  and  Chancellor  Kohl 
are  designed  to  be  included  in  the  political  and  monetary 
union  treaty  that  the  European  Community  is  to  vote  on 
in  December  in  the  Dutch  city  of  Maastricht.  In  addition 
to  turning  the  Common  Market  into  a  new  sovereign 
entity  that  will,  of  course,  weaken  and  eventually  elimi- 
nate the  sovereignty  of  the  12  Common  Market  countries 
(and  quite  possibly  the  7  members  of  the  European  Free 
Trade  Association),  the  French- German  proposals  in- 
clude the  suggestion  that  this  new  European  country 
should  "represent"  all  the  existing  national  governments 
in  their  relationships  with  the  U.S.  and  the  U.S.S.R. 

While  all  the  details  are  not  clearly  spelled  out  (because 
the  more  detailed  the  plan,  the  greater  the  basis  for 
criticism),  it  is  clear  that  the  new  European  entity  would 
make  decisions  by  a  majority  vote  of  the  member  nations. 


EC's  Delors,  France's  Mitterrand,  Germany's  Kohl: 

Designers  of  a  new  army. 


France  has  said  it  will  not  sign  the  political  union  treaty 
unless  majority  rule  is  accepted.  The  British  insistence  on  a 
veto  for  foreign  policy  decisions  could  torpedo  this  unholy 
alliance  before  it  is  patched  together  in  December. 

The  true  colors  of  the  political  union  desired  by  Delors 
were  shown  recentiy  when  the  EC  attempted  to  block 
construction  of  seven  projects,  including  two  highways 
and  a  bridge,  by  the  British  in  their  own  country. 

This  latest  Franco-German  army  plan  is  bound  to 
undermine  NATO,  which  has  been  largely  responsible  for 
keeping  the  peace  in  Europe  during  a  period  when  the 
Soviets  have  had  substantial  military  superiority  in  many 
areas.  Further,  much  of  our  military  success  in  the  Gulf  was 

due  to  the  40  years  of 
military  association  and 
alliance  with  many  of  the 
coalition  nations  in 
NATO.  The  common 
training,  the  joint  maneu- 
vers and  other  features  of 
NATO's  military  program 
enabled  the  U.S.  and  its 
allies  to  field  a  unified, 
highly  effective  military 
force  in  a  matter  of  days. 
It  is  odd  that  as  the 
Soviet  Union  collapses  under  the  weight  of  failed  commu- 
nist economics  it  may  be  closer  to  realizing  its  goal  of 
decoupling  America  from  the  defense  of  Europe  than  ever 
before.  This  pernicious  French  and  German  army  plan 
seems  designed  to  accomplish  just  that. 

The  basic  absurdity  of  the  proposal  was  illustrated  when, 
in  an  attempt  to  quell  NATO's  unhappiness  with  it,  the 
German  defense  minister  said  not  to  worry  because  no 
German  troops  would  be  taken  out  of  NATO.  The  new 
army,  he  said,  would  consist  of  the  same  German  troops 
now  assigned  to  NATO,  while  substituting  a  European 
military  command.  This  is  cold  comfort  and  revealed  the 
plan  for  what  it  is — an  attempt  to  undermine  NATO.  It  is 
felt  that  the  proposal  stems  from  France's  ancient  desire  to 
have  a  preeminent  role  without  participating  in  NATO.  If 
the  French  are  so  anxious  to  play  a  role  in  the  defense  of 
Europe,  all  they  have  to  do  is  make  even  a  small  military 
contribution  to  NATO,  which  has  successfully  kept  the 
peace  in  Europe  for  over  two  generations.  WM 
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WHAT  S  AHEAD  FOR  BUSINESS 


EDITED  BY  HOWARD  BANKS 


"Kick  the  economy  in  the  shins" 


Will  the  Fed's  latest  Vfe%  cut  in  the  discount 
rate,  to  4V2%,  be  enough  to  get  the  economy 
going?  Many  economists  do  not  believe  it  will. 
"The  economy  is  much  weaker  than  in  previous 
recoveries,"  says  ge's  chief  economist,  Walter 
K.  Joelson.  Though  revisions  to  the  U.S.'  eco- 
nomic growth  numbers  (see  below)  will  now 
suggest  that  growth  resumed  in  the  second 
quarter  of  this  year,  the  more  important  and 
troubling  question  is  whether  it  continued  in 
the  third  and  is  continuing  now. 

Until  July,  industrial  production  had  been 
growing  in  a  normal  recovery  pattern — i.e.,  sim- 
ilar to  earlier  recoveries  since  1950.  But  the 
number  of  hours  worked  in  manufacturing  in 
October  suggests  that  the  stall  may  have 
turned  into  a  dead  stop. 

What's  the  problem?  It  seems  that  many 
sectors  are  undergoing  a  shakeout  of  the  sort 
that  happened  in  basic  manufacturing  in  the 
early  1980s,  says  Eaton  Corp.'s  Adrian  T.  Dil- 
lon. This  time  it  is  affecting  service  industries 
like  banking  and  insurance — and  service  jobs  in 
manufacturing,  such  as  accountants,  salespeo- 
ple and  economists.  There  is  also  a  downsizing 
in  sectors,  like  defense  and  high  technology, 
that  were  largely  immune  from  previous  reces- 
sions in  1975  and  1981-82. 

Many  economists  blame  Washington  for 
the  lackadaisical  recovery.  Higher  taxes  and  al- 
ready large  deficits  leave  policy  makers  no 

Numbers  games 

The  confusing  picture  of  the  economy  is 
about  to  be  confused  a  bit  further.  In  December 
the  measure  of  overall  economic  growth  in  the 
U.S.  is  to  undergo  major  statistical  revision  of 
the  sort  that  occurs  every  few  years. 

One  outcome  of  the  revision  will  be  to 
restate,  downwards,  growth  in  the  fourth  quar- 
ter of  1990.  This  will  make  the  start  to  the 
recession  less  shallow  than  most  economists  and 
politicians  believed.  This  should  dispel  at  least 
part  of  the  recent  wisdom  that  shallow  in  means 
shallow  out  of  the  recession. 

There  will  be  no  change  to  growth  in  the 
first  quarter  of  this  year,  but  the  revised  numbers 
will  probably  now  suggest  that  the  second 
quarter  showed  some  small  amount  of  growth 
instead  of  a  fall — in  other  words  that  the  re- 
covery did  start  in  May,  when  President  Bush 
claims  it  did. 

In  technical  terms,  there  are  two  main 
changes  in  the  numbers.  The  major  shift  will  be 
to  calculate  U.S.  growth  in  terms  of  gross 
domestic  product  instead  of  gross  national 
product.  This  aligns  U.S.  practice  with  those 


room  to  apply  much  of  a  stimulus  (see  story,  p. 
40).  But  there  are  other  factors.  The  banks  are 
being  excessively  cautious  about  lending.  And 
they  are  reluctant  to  pass  on  to  borrowers  the 
lower  interest  rates  they  are  being  charged  by 
the  Federal  Reserve.  "The  gap  between  prime 
rates  and  the  Fed  funds  rate  remains  close  to  300 
basis  points,"  says  Joelson.  "It  was  around 
120  basis  points  in  the  1976  recovery." 

The  solution?  Given  that  Congress  and  the 
Administration  cannot  pluck  up  courage  to  act 
(by  cutting  or  at  least  indexing  capital  gains, 
for  example),  it  is  up  to  the  Federal  Reserve  to 
get  the  U.S.  off  the  dime.  But  the  Fed,  too,  has 
shown  no  great  courage,  with  mosdy  a  series  of 
quarter-point  rate  cuts  that  have  had  little  or 
no  effect.  Real  M2,  the  best  measure  of  money 
supply,  hasn't  changed  much  all  year.  In  fact, 
this  inflation-adjusted  measure  of  the  money 
supply  remains  significantiy  below  its  level  this 
time  a  year  ago. 

The  time  has  come  to  pump  reserves  heavily 
into  the  banks  and  to  cut  rates  sharply,  maybe  to 
around  4%.  If  this  proves  to  be  excessive  stim- 
ulation— if  the  30-year  Treasury  bond's  price 
comes  under  pressure — the  Fed  could  always 
pull  some  of  it  back.  But  strong  action  is  war- 
ranted. "What  we  still  need  is  for  someone  to 
kick  the  economy  in  the  shins  and  get  it  mov- 
ing," says  Du  Pont's  chief  economist,  Richard 
Stuckey,  with  feeling. 


of  most  other  countries,  and  will  give  a  growth 
number  that  better  matches  most  Americans' 
feel  for  what's  actually  happening  in  the  econo- 
my. The  difference  here  is  that  gdp  measures 
only  what's  happening  inside  the  U.S.  By  con- 
trast, gnp  also  includes  the  value  of  goods  and 
services  produced  abroad  in  operations  owned 
by  U.S.  residents. 

The  second  major  change  will  be  to  base 
measurement  of  gdp  on  1987  prices,  instead  of 
the  present  statistical  series'  1982  prices.  This 
updating  happens  each  time  growth  statistics  are 
revised,  usually  every  five  years  or  so.  One 
effect  of  this  repricing  will  be  to  slow  average 
growth  rates,  by  maybe  as  much  as  0.4%  a  year 
(the  drop  seen  in  the  1985-86  revisions).  The 
reason  for  this  is  that  the  items  in  the  economy 
that  have  been  growing  fastest  (such  as  comput- 
ers) also  have  the  slowest-growing  prices.  Us- 
ing relatively  lower  prices  (1987  against  1982) 
reduces  the  value  of  these  faster- growing 
items,  reducing  their  weight  in  the  calculation  of 
gross  domestic  product  and  thereby  reducing 
revised  growth  rates.  BH 


Forbes  ■  November  25, 1991 


35 


■  limiliTilfclKliU 


■:»'iii'i.ii:rt.Mir.M!i 


The  Forbes  Index  (1967=100) 
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The  initial  estimate  showing  real  growth  in  the  gross 
national  product  at  a  2.4%  (annualized)  rate  in  the  third 
quarter  does  not  mean  this  economy  is  out  of  the  woods. 
By  comparison  to  most  other  economic  recoveries  since 
World  War  II,  this  is  very  slow  growth.  Moreover,  there  is 
abundant  evidence  that  many  Americans  doubt  the  reces- 
sion is  really  over.  The  Conference  Board,  a  New  York 
nonprofit  business  organization,  says  its  Index  of  Con- 
sumer Confidence,  measured  in  October,  is  near  the  last 
low  point  it  reached,  during  the  1982  recession. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

=  m 

Auto  sales  year  to  date  vs  1 930' 

■"■a'cs  tatomot  .<■ 

-12 

Index  of  leading  indicators  Sept «  Aug  Dept :;  Gomene 

Trade  balance  12  months  ended  Aug  1991  Zz:\ :;  Do — e-:e 

All-commodity  producer  price  index  Sept  vs  Aug3  Dept  of  Labor 

GNP  3rd  quarter  vs.  2nd — annualized  growth  Dept  of  Commerce 

M2  (3-month  change) — annualized  growth1  Federal  Reserve 


-0.1% 

-$78  W 

-0.3% 

2.4% 

-0.3% 


1  U.S.-based  manufacturers,  excludes  imports,  as  of  10/20/91. 2  Wholesale  goods. 3  includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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A  few  years  ago  Japanese  corporations  were  paying  low 
and  sometimes  no  interest  on  their  borrowed  capital. 
They  face  a  horrendous  increase  in  interest  costs  on 
$90  billion  of  this  cheap  paper  coming  due. 


Worthless 
warrants 


By  Gale  Eisenstodt 

In  November  1989  Sony  Corp.  paid 
$3.4  billion  for  Columbia  Pictures,  a 
modesdy  successful  studio  that 
earned  around  $16  million  the  year 
before  Sony  bought  it.  An  excessive 
price?  That  depends  on  how  much  the 
money  cost.  At  the  time  of  the  pur- 
chase, Sony,  like  other  Japanese  com- 
panies in  the  late  1980s,  had  a  secret 
weapon:  some  of  the  cheapest  capital 
in  the  world. 

To  help  finance  the  Columbia  deal, 
Sony  sold  $740  million  worth  of  equi- 
ty-warrant bonds  three  months  after 
the  purchase.  The  interest  rate  on  the 
bonds  was  an  incredibly  low  0.3%. 
Buying  a  property  with  0.3%  money 
(net  of  an  unamortized  discount)  is  a 
lot  different  from  buying  it  with,  say, 
10%  money. 

How  could  Sony  borrow  so  cheap- 


ly? The  warrant  issue  had  two  parts. 
Part  one  was  a  bond  that  matured  in 
four  years.  Part  two  was  a  warrant, 
good  for  the  life  of  the  underlying 
bond,  allowing  the  holder  to  pur- 
chase new  Sony  stock  at  Y7670  a 
share,  after  adjustments  a  modest 
2.5%  above  the  share  price  at  the  time 
the  warrant  bonds  were  issued. 

Investors  snapped  up  the  issue.  Al- 
most immediately,  a  lot  of  the  war- 
rants were  peeled  off  and  sold  sepa- 
rately. (For  a  related  story,  see  p.  96.) 
The  warrant  buyers  obviously  be- 
lieved that  Sony  stock  would  head 
straight  up,  even  though  the  Tokyo 
stock  market  had  already  taken  a  small 
tumble. 

From  Sony's  point  of  view,  the 
warrant  bonds  amounted  to  a  cheap 
bridge  loan.  Assuming  the  warrants 


Japan's  warrant  hangover 
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Japan's  warrant 
hangover 

The  Nikkei  index 
stands  at  around 
25000,  and 
around  $90  billion 
of  warrants  and 
convertible  bonds 
will  need  to  be 
refinanced  over 
the  next  2 ' . 
years.  If  the  Nikkei 
rises,  the  sum  to 
be  refinanced 
would  decline. 
Conversely,  if  it 
falls,  the  sum  to 
be  refinanced 
would  rise. 


were  exercised,  Sony  would  apply  the 
proceeds  from  selling  new  stock  to 
paying  off  the  underlying  bond. 

Sony  was  one  of  hundreds  of  Japa- 
nese borrowers  that  tapped  this 
source  of  cheap  financing.  From  NSo 
to  1989  Japanese  corporations  issued 
some  $145  billion  worth  of  warrant 
bonds  Mo>t  were  issued  in  the  Euro- 
dollar market,  or  were  denominated 
in  Swiss  francs  or  deutschc  mad 
Typkal  coupon:  {%  to  3V  By  the  time 
the  issuers  used  interest  rate  swaps  to 
convert  their  dollar  liability  back  to 
yen,  their  cost  ot*  capital  was  some 
times  zero  or  negative 

Warrant  bonds  were  not  the  only 
financial  instruments  that  took  advan- 
tage of  Tokyo's  1980s  bull  market 
euphoria     I  ow  coupon    convertible 
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The  Tokyo 
Stock  Exchange 
Companies  and 
investors  assumed 
that  the  Nikkei 
would  eternally 
rise.  And  nobody 
worried  about 
shareholders 
whose  interests 
faced  dilution 
from  exercised 
warrants. 


bonds  (carrying  rates  of  1%  to  2%  for 
blue-chip  firms)  also  blossomed. 
These  bonds  offered  investors  the 
right  to  convert  their  debt  into  the 
borrower's  stock  at  a  modest  premir 
um  to  the  stock's  price  at  the  time  the 
convertible  debt  was  issued.  To  fund 
the  Columbia  deal  Sony  also  issued 
some  $2.2  billion  in  convertible 
bonds  with  a  coupon  of  1 .4%. 

This  sort  of  seemingly  painless  bor- 
rowing helped  fund  Japan's  acquisi- 
tions of  foreign  companies,  its  huge 
investments  in  new  plant  and  equip- 
ment and  its  overinvestment  in  real 
estate  and  in  Japanese  stocks,  which 
kept  going  up,  generating  strong  de- 
mand for  warrant  bond  issues. 

The  game  is  over.  Since  topping 
out  at  389 1 5  in  1989,  Tokyo's  Nikkei 


stock  market  index  crashed  and  now 
stands  at  around  25000.  Sony's  stock 
is  currently  Y5160,  33%  below  its 
warrant  exercise  price.  The  warrants 
that  were  intended  to  sweeten  the 
bonds  are  trading  at  80%  below  their 
original  price.  There  is  an  outside 
chance  that  Sony's  stock  could  recov- 
er by  the  time  the  warrant  expires  in 
early  1994.  Many  companies  are  far 
worse  off.  They  have  warrants  that  are 
likely  to  expire  worthless  within  the 
next  year. 

Now  comes  the  pain.  With  so  many 
Japanese  stocks  selling  below  their 
warrant  exercise  prices,  no  one  will 
exercise  these  warrants  and  the 
hoped-for  hew  equity  capital  won't 
flow  in.  When  the  bonds  come  due, 
therefore,  the  issuers  will  have  to  refi- 


nance. But  not  so  cheaply. 

Hideo  Ohyama,  manager  of  Sumi- 
tomo Realty's  finance  department, 
says  he  is  considering  issuing  a 
straight  bond  to  refinance  a  likely-to- 
fail  $600  million  warrant  bond  issue 
due  next  May.  The  new  bond  would 
replace  1.5%  debt  with  6.4%  debt. 

Nicholas  Waltner,  a  bond  and  equi- 
ty portfolio  analyst  with  Salomon 
Brothers  in  Tokyo,  figures  the  trickle 
of  maturing  issues  will  become  a  flood 
next  year,  when  warrants  that  were 
issued  in  1988  and  1989  start  coming 
due.  Waltner  figures  that  at  current" 
market  levels  over  $80  billion  of  war- 
rant bonds  must  be  refinanced  (ex- 
cept for  a  few  companies  that  tap 
internal  funds)  between  now  and 
March  1994,  and  at  least  another  $10 
billion  will  be  needed  to  redeem  con- 
vertible bonds  that  are  not  converted. 

Thus,  Japanese  businesses  face  a 
staggeringly  higher  interest  bill.  On 
$90  billion  in  borrowing,  the  differ- 
ence between  1.5%  and  6.5%  is  $4.5 
billion  a  year. 

Nippon  Steel  Corp.  has  a  $600 
million  issue  due  next  July;  its  stock  is 
trading  40%  below  the  warrant  exer- 
cise price.  Seven  months  later,  in  Feb- 
ruary 1993,  a  $1.2  billion  Nippon 
Steel  warrant  expires;  the  warrants  on 
this  jumbo  are  currently  56%  out  of 
the  money.  Nissan  Motor  Co.  has  a 
$1.5  billion  warrant  issue  expiring  in 
1993.  The  warrant's  exercise  price  of 
Y1620  is  more  than  double  Nissan's 
current  share  price.  And  so  it  goes. 

A  stalling  Japanese  economy  will 
probably  induce  the  Bank  of  Japan  to 
cut  official  interest  rates  again,  soon. 
That  will  only  ease  the  pain,  not  elimi- 
nate it.  Salomon  Brothers'  Waltner 
figures  that  many  issues  are  so  far  out 
of  the  money  that,  even  if  the  Nikkei 
were  to  rise  40%,  $48  billion  in  war- 
rant bonds  and  convertible  bonds 
would  likely  need  to  be  refinanced. 

Thus  is  likely  to  be  weakened  one  of 
the  advantages  Japanese  companies 
have  had  over  foreign  competitors: 
almost  cosdess  money.  Expensive  re- 
financings, says  Jesper  Koll,  chief 
economist  at  S.G.  Warburg  Securities 
in  Tokyo,  "will  be  a  big  reason  capital 
spending  in  Japan  will  be  more  sub- 
dued over  the  next  three  to  four 
years."  It  will  likely  slow  down  Ja- 
pan's purchases  of  U.S.  government 
debt  and  other  foreign  assets.         ■■ 
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In  the  past  three  years  rising  federal  and  local  taxes 
have  begun  to  cancel  out  the  tax  cuts  of  the  Reagan 
years.  This  is  bad  news  for  political  incumbents  and 
equally  bad  news  for  the  U.S.  economy. 

Backsliding 
on  taxes 


By  Peter  Brimelow 

Americans  face  a  long  year  of  elec- 
toral econobabble.  If  that  isn't  pain 
enough,  they  also  face  a  pretty  weak 
economy.  Forbes  offers  the  following 
chart  portfolio  in  the  belief  that  a 
picture  is  worth  a  thousand  words — 
and  a  million  numbers. 

Forbes'  charts  focus  not  on  nebu- 
lous aggregates  but  on  the  experience 
of  individual  American  taxpayers. 
And  they  place  this  experience  in  per- 
spective— over  time,  against  trend 
and,  where  appropriate,  as  a  share  of 
the  total  economy. 

The  overall  conclusion  of  these 
charts  is  disturbing.  A  decade  ago 
American  taxpayers  faced  crisis.  It  was 
staved  off.  Now  it  seems  to  be  return- 
ing. For  most  taxpayers,  the  Bush  era 
has  been  the  equivalent  of  the  Ford 
and  early  Carter  years.  Is  this  where 
we  came  in?  (Yes,  if  spending  lobbies 
like  the  aarp  staffhave  anything  to  do 
with  it.  See  page  89.) 

In  recent  weeks  Washington  has 
been  wittering  about  a  relatively  ob- 
scure economic  statistic:  inflation-ad- 
justed disposable  income  per  capita. 
This  message  about  conditions  out 
there  in  the  boondocks  has  penetrat- 
ed the  Beltway  consciousness  because 
of  the  realization  that,  since  World 
War  II,  no  party  lias  retained  the 
White  House  if  in  the  election  year  per 
capita  real  disposable  income  has 
failed  to  grow  by  at  least  2.9%. 

Per  capita  disposable  income  has 
actually  been  falling  recently.  And  the 
consensus  of  leading  forecasters  as 
scmbled  by  the  Blue  Chip  Economic 
Indicators  service  suggests  growth  in 
1992  will  be  not   more  than  about 


2.4%.  Bad  news  for  incumbents. 

Forbes'  chart  reveals  the  full  extent 
to  which  the  individual  American  has 
been  Bushwhacked — or,  to  be  strictly 
accurate,  whacked  during  George 
Bush's  presidency  but  not  necessarily 
by  Bush.  By  the  end  of  the  Reagan 


years,  income  growth  was  closely 
tracking  its  long-term  annual  com- 
pound growth  rate  of  2%.  But  since 
then  it  has  fallen  steadily  away. 

The  inexorable  consequence  of  this 
math:  Even  if  the  Bush  men  hit  their 
magic  number  in  1992,  per  capita 
disposable  income  will  still  be  dis- 
tinctly below  trend.  Americans  may 
just  be  able  to  say  they  are  better  off 
than  four  years  earlier.  But  they  will  be 
less  better  off  than  they  might  have 
anticipated. 

Real  disposable  income  is  affected 
by  recession,  as  people  lose  their  jobs, 
by  interest  rate  changes  and  other 
factors,  including  direct  taxes^. 
And  there  are  clear  signs  that  in* 
the  Bush  years  all  these  have^ 
started  back  up,  federally, 
and  on  the  state  and  loa 
level.  Thus  the  increasec 
social  insurance  con-^ 
tributions  im- 
posed on  high-in- 
come   earners 


$11,800 


Per  capita  income 
drops  below  trend 


11,600 


Even  a  strong  election  year  rebound 
won't  repair  the  damage. 
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47.2% 


45%     Marginal  income  tax  rates  (for  family  of  four) 


95th  percentile 


Marginal  tax  rates  mostly  still  high 


InCOme  tax  revenues  high,  rising    (Income  tax  receipts  as  percentage  of  GNP) 


Income  tax  receipts  from  top  5%  of  taxpayers 
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f  stimate. 
Sources:  Treasury  Department,  Office  of  Tax  Analysis;  Census  Bureau;  IRS;  Robert  Genetski  &  Associates;  1 992  Budget;  OMB:  CBO 


Federal  marginal  rate  cuts  in  the  1980s  only  offset  increases  in  the  1970s,  income  tax  revenues 
remained  at  historic  highs.  Now  both  are  rising  again. 


by  the  1990  federal  budget  compro- 
mise helped  to  reduce  total  disposable 
income  by  about  0.3%  in  1991. 

The  marginal  rate  of  income  tax 
(above)  is  that  charged  on  the  next 
dollar  earned.  It  is  what  the  taxpayer 
must  think  about  when  deciding 
whether  to  work  more  or  go  fishing. 

(Note  carefully:  Usually,  the  mar- 
ginal rate  is  not  the  same  as  the  average 
rate — the  overall  proportion  of  the 
taxpayer's  income  that  the  govern- 
ment actually  extracts.  These  rates  can 
be  the  same  only  in  a  flat-rate  system.) 

The  Reagan  Administration  cut 
marginal  tax  rates,  but  Forbes'  chart 
reveals  that  this  only  reversed  the  very 
sharp  unlegislated  increases  of  the 
1970s.  Runaway  inflation  meant  that, 
as  ii  were  raised  in  nominal 

terms  ro  retain  purchasing  power, 
they  ran  slap  into  higher  tax  brack- 
ets— "bracket  creep."  This  did  not 
happen  in  countries  where  income 


taxes  were  indexed  for  inflation,  like 
Canada  (then). 

American  families  earning  twice  the 
median  income  of  approximately 
$41,000  now  face  a  28%  marginal 
rate — about  the  same  as  the  early 
1970s,  and  considered  too  high  even 
by  the  Democratic  architects  of  the 
1964  Kennedy  tax  cut.  Median  in- 
come and  half  median  income  families 
have  had  the  beneficial  effects  of  the 
1970s  better  than  rolled  back.  (But 
remember  that  within  living  memory 
their  tax  rates  were  much  lower:  Half 
the  median  income  families  made  it 
onto  the  rolls  only  in  1960,  and  the 
income  tax  bill  of  a  median  income 
family  of  4  in  1946 — not  shown — was 
the  equivalent  of  just  $80.) 

Families  at  the  95th  percentile 
($100,000)  are  back  to  the  mid^ 
1970s,  not  least  because  of  the  1990 
rate  increase. 

Contrary  to  myth,  the  Reagan  tax 


cuts  did  not  produce  a  collapse  in 
individual  federal  income  tax  reve- 
nues (see  chart  above).  These  contin- 
ued in  excess  of  8%  of  gross  national 
product,  consistently  above  the  post- 
World  War  II  range,  although  below 
the  bracket-creep  peak  of  the  early 
1980s,  the  highest  since  1944. 

(Note  the  surge  of  receipts  during 
WWII.  Only  at  this  point  did  most 
American  families  first  make  the  ac- 
quaintance of  the  federal  income  tax.) 

Two  factors  explain  why  receipts 
held  up  so  well  when  Reagan  was 
cutting  marginal  rates  so  sharply. 

First:  To  some  extent,  the  cuts  did 
pay  for  themselves,  just  as  the  more 
enthusiastic  supply- siders  predicted. 
The  top  5%  of  income  earners,  already 
contributing  37.5%  of  income  tax  re- 
ceipts in  1977,  were  even  inspired  by 
the  lower  rates  to  increase  their  share 
an  estimated  44.1%  in  1990. 

Second:  Repeated  tax  code  tinker- 
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47.2% 


45%     Marginal  combined  tax  rate  including  Social  Security  (for  a  family  of  four) 


Social  Security  levy  boosts  marginal  rates 


Capital  gains  tax  historically  high 
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Adjusting  for  Social  Security  payments  sharply  increases 
marginal  income  tax  rates — since  1990,  even  on  higher  incomes. 


ing  after  1981  reduced  pretax  deduc- 
tions, increasing  taxable  income — 
"broadening  the  tax  base."  Marginal 
rate  charts  don't  capture  this. 

The  Administration  now  projects 
income  tax  receipts  will  rise  to  9%  by 
1995,  canceling  out  the  reduction  of 
the  Reagan  years. 

The  Social  Security-  levy  (above)  is 
sometimes  portrayed  as  a  sort  of  in- 
surance payment.  But  in  fact  it  is 
immediately  disbursed  to  the  present 
generation  ot  recipients.  It  should  be 
considered  as  a  second,  parallel  feder- 
al income  tax.  Unlike  the  income  tax, 
Social  Security  in  L990  is  a  flat  7.65% 
levy  on  all  incomes  up  to  $51,300. 

Forbes'  chart  shows  that  this  sub 

stantially  increases  the  marginal  rates 
Raced  by  all  except  higher  income 
families,  which  have  already  paid  their 
$3,925  maximum  (until  the  1990 
budget  compromise,  which  extended 
the  1.45%  Medicare  levy  to  incomes 


uptoS125,000). 

Also  unlike  the  federal  income  tax, 
those  paying  Social  Security  acquire  a 
statutory  right  to  be  reimbursed  at  an 
appropriate  future  point.  Arguably, 
the  present  value  of  these  reimburse 
ments  should  be  set  against  the  cur- 
rent le\y.  And  since  low  income  earn- 
ers stand  to  gain  more  than  they  are 
now  paying,  this  would  make  the 
system  appear  more  progressive.  But 
FORBES  ignores  this  refinement  as  a 
bit  too  arcane  for  these  purposes. 

"The  tax  code  is  a  mess,"  sa\s 
Stephen  Hntin  ot"  the  Washington, 
D.C.  based  Institute  tor  Research  on 
the  Economics  of  Taxation.  "Not 
withstanding  the  Reagan  reforms, 
main  people  still  face  historically  high 
marginal  rates."  And  f  ntin  points  out 
that  the  interaction  between  the  So 
rial  Security  system  a\k\  income  tax 
has  resulted  in  mam  anomalies,  such 
as  punitive  effective  marginal  rates  on 


the  working  elderly  and  those  trying 
to  get  off  welfare. 

"In  its  blind,  groping,  monstrous 
way,"  says  Hntin  in  a  tone  of  clinical 
interest,    "the    federal    government 

nis  to  be  subconsciously  working 
toward  a  flat  tax  in  the  3 6% -to -40% 
range." 

Experience  suggests  this  is  a. 
the  highest  rate  taxpayers  will  stand 
still  for.  After  World  War  II  and  K 
rea.  I'.S.  marginal  rates  ranged  up 
91%  on  extremely  high  incomes,  but 
these  top  brackets  generated  relatv 
ly  little  real  revenue  Thus,  when  K, 
nedy  proposed  his  tax  cu:  ■ 
bracket  was  yielding  a  monsttoi 
of  income  tax  receipts.  All  the  bra 
ets  above  elded  on  In 

I960  income  in  the  91      bra 
reported   by  a  mere 
Kxccssixely  high  taxes  simp 
tax  shelters  ,\n<\  discourage  pn>ci 
rive  investment. 
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Forbes'  capital  gains  chart  (oppo- 
ite)  records  another  attempt  to  ex- 
ract  revenue  from  wealthier  taxpay- 
rs.  Arguably,  a  capital  gains  levy  is 
double  taxation,  since  it  falls  on  the 
fruits    of  retained    (and    previously 
taxed)  earnings.  As  with  income  tax, 
the  top  marginal  capital  gains  rate  has 
returned  to  the  relatively  high  levels 
seen  in  the  1970s.  And  unlike  income 
tax,  capital  gains  tax  is  not  indexed  for 
inflation.  In  effect,  it  expropriates  sav- 
ings. In  another  sense  it  is  simply  a 
transaction  tax,  because  it  comes  due 
only  if  the  property  is  sold. 

If  the  federal  government  subcon- 
sciously intends  to  extract  the  maxi- 
mum revenues  from  taxpayers,  it  is 
going  to  have  to  compete  with  the 
equally  monstrous  groping  of  state 
and  local  authorities  (below).  Their 
spending  has  risen  from  9.7%  of  gnp 
in  1960  to  above  14%  this  year.  Some- 
one has  to  pay  for  it. 

Forbes'  charts  reflect  the  com- 
bined     marginal      impact      on 
$100,000  taxable  income  fam- 


ilies in  California  and  New  York  City. 
Both  benefited  from  trimming  of 
marginal  rates  in  the  1980s,  echoing 
the  federal  reforms.  But  now  both  are 
on  their  way  back  up.  And  remember, 
most  state  and  local  taxes,  being  indi- 
rect, don't  show  up  on  these  charts. 
California  Governor  Pete  Wilson's 
1991  tax  hike  aimed  to  raise  $7  bil- 
lion, of  which  only  $1.2  billion  came 
from  personal  income  tax  (including 
an  1 1%  top  marginal  rate  on  incomes 
over  $200,000,  also  not  shown). 

Result:  Both  California  and  New 
York  City  now  have  top  marginal  rates 
in  excess  of  welfare-state  Britain, 
which  charges  a  maximum  of  only 
40%  on  individual  incomes  above 
£20,700  ($35,000). 

"Don't  tax  you,  don't  tax  me,  tax 
the  fellow  behind  the  tree."  This  cele- 
brated summary  of  the  politics  of 
American  taxation  is  now  obsolete. 
That  fellow  behind  the  tree  is 
already  being  taxed.  So  is 
everyone  else.  Most  Ameri- 
cans face  tax  rates  that  are  rela- 


tively high  in  the  national  experience. 

This  is  the  inexorable  consequence 
of  combined  federal,  state  and  local 
government  spending  now  running  at 
32.7%  of  gnp  in  1990  (virtually  its 
postwar  high).  This  amount  of  money 
simply  cannot  be  raised  without  tax- 
ing the  great  bulk  of  the  population. 
As  Willie  Sutton  said  about  robbing 
banks:  That's  where  the  money  is. 
Even  if  all  incomes  over  $100,000 
could  be  confiscated — which  even  the 
most  dogmatic  anti-supply-sider 
must  admit  would  have  a  terminally 
disincentive  effect — they  would  still 
amount  to  only  about  8%  of  gnp. 

Politically,  these  charts  suggest  that 
by  historical  standards  tax  rebellion  is 
very  close.  Economically,  they  sug- 
gest the  economy  may  be  headed  for 
the  stagnation  of  the  late  1970s.    M 


61.5% 


Marginal  rate  paid 
by  95th  percentile 
(currently  about  $100 
married,  filing  jointly 


34.3:; 


The  cost 
of  success 
in  California... 
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...and  in 
New  York 
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Sources:  Robert  Genetski  &  Associates;  California  Tax  Franchise  Board 


I  I  I  I  1  I  I 


Note:  Tax  rates  for  New  York  City  and  State  pre- 1976  based  on  incomplete  data 

Sources:  Robert  Genetski  &  Associates:  New  York  Department  of 
Tax  &  Finance:  New  York  City  Budget 


Marginal  tax  rates  on  upper  income  families  in  California 
and  New  York  City  are  far  above  levels  of  a  generation  ago. 


Forbes  ■  November  25,  1991 


43 


When  you're  already  the  industry  giant, 

how  do  you  maintain  growth?  That's  the  problem 

facing  Dean  Werries  at  Fleming  Cos. 

'We  live  and  die 
for  a  basis  point" 


By  William  P.  Barrett 

At  age  12,  E.  Dean  Werries  started 
working  in  his  uncle's  grocery  in  tiny 
Minneapolis,  Kans.,  an  area  so  poor 
the  store  often  accepted  eggs  in  trade 
from  struggling  farmers.  Forty  years 
later  Werries  ( which  rhymes  with  ber- 
ries) has  moved  a  bit  down  the  food 
chain.  He's  running  a  S13-billion-a- 
year  business  as  chairman,  president 
and  chief  executive  of  Oklahoma 
City-based  Fleming  Cos.,  the  nation's 
largest  food  wholesaler. 

Xo  longer  does  he  take  produce  in 
payments,  but  Werries  still  finds  inno- 
vative ways  to  move  goods.  Fleming 
serves  4,800  supermarkets  and  small- 
er grocery  stores  in  36  states.  Werries 
makes  loans  to  many  of  his  customers 
and,  in  a  growing  number  of  cases, 
invests  in  their  operations.  Says  the  62- 
year-old  Werries,  "I  have  seen  it  all." 

But  he  hasn't  run  out  of  problems. 
Fleming  is  almost  a  victim  of  its  own 
successes.  Growing  at  a  13%-a-year 
clip  during  the  1980s,  mainly 
through  leveraged  acquisitions,  it 
now  commands  13%  of  the  nation's 
wholesale  food  business.  Yet  while  it 
has  been  showing  good  improve- 
ment, several  key  measures  of  the 
company's  financial  performance  trail 
those  of  some  smaller  rivals.  Flem- 
ing's return  on  equitv  is  a  not-so- 
great  1 1 .9%;  in  1984  it  was  15.6%.  At 
a  recent  36,  the  stock  has  gone  no- 
where in  years.  Its  shares  trade  at  a 
modest  price/earnings  ratio  of  11. 
Fleming,  in  short,  is  the  market  leader 
in  volume  but  not  in  profitability. 

Werries   argues   that   the   mediocre 
profitability    is    temporary,    resulting 
from  a  furious  pace  of  growth  through 
acquisition.  Mam  purchased  compa 
Dks  took  a  while  to  be  digested.  S.ns 


Fleming  boss  E.  Dean  Werries 
Outperformed  by  some  smaller  rivals. 


Werries,  "We  paid  the  price.  Now  we're 
a  player  and  well  positioned." 

The  trick  in  groccrv  wholesaling  is 
to  keep  costs  under  tight  control,  be- 
cause the  margins  are  paper  thin. 
There  isn't  much  profit  in  buying 
foodstufis  and  consumer  ginxls  from 
manufacturers  for  distribution  to  re 
tailers.  This  year  Fleming  will  earn  an 
estimated  SI  15  million,  0  vC  25  a 
fully  diluted  share,  compared  with  v 
million,  or  ^2  82  a  share,  in  1W0. 
That  would  be  a  net  profit  margin  ot 
just  ().SS'\i  about  where  Fleming  was 
in    1C>S4   but   a   sharp   increase   over 


recent  years.  Laughs  Werries,  "We  live 
and  die  for  a  basis  point" — 1/100  of  a 
percent.  He  would  like  to  see  the  net 
margin  a  lot  closer  to  1%.  At  1%, 
Fleming's  share  earnings  this  year 
would  have  climbed  to  S3. 57. 

Can  he  get  it  there?  It  won't  be 
easy.  In  the  past  two  years  several 
medium-size  regional  retail  chains 
like  Raley's  and  Albertson's  have 
found  it  cheaper  to  drop  Fleming  and 
establish  their  own  distribution  sys- 
tems, taking  with  them  about  S700 
million  of  annual  business.  And  the 
much-vaunted  push  into  Texas  by 
Food  Lion — a  non-Fleming  customer 
(Forbes,  Apr.  h — with  its  low-price 
strategy  threatens  to  squeeze  margins 
at  many  Fleming-supplied  outlets. 

For  much  of  its  76  years,  Fleming 
has  extended  debt  financing  to  many 
of  its  major  customers.  Lately  Werries 
has  gone  a  step  further  by  buying 
equity  positions  in  retailers  as  a  way  of 
locking  in  new  sales.  Fleming  has  paid 
S42  million  for  stakes  in  companies 
with  nearly  300  stores  and  SI. 5  bil- 
lion in  sales.  Quite  naturally,  Werries 
expects  a  Fleming  financed  chain  to 
buy  its  goods  from  Flemir.  g 

However,  this  equity  financing,  of- 
ten part  of  a  leveraged  buyout, 
squeezes  Fleming's  reported  profit 
margins.  Why?  Fleming,  which  bor- 
rows the  money  to  buy  the  equity, 
begins  pa\ing  interest  immediately;  a 
cash  return  on  the  investment, 
from  sales  increases,  may  be  years  off. 

Rading  the  backlash  against  brand- 
ed products  (  Forbes,  Sept.  16),  Flem- 
ing hopes  to  put  some  meat  on  its 
profit  margins  by  commissioning  all 
kinds  of  its  own  private -label  prod 
ucts,  from  canned  fruits  to  paper  tow 
els.  These  gixxis  offer  retailers — and 
Fleming — higher    margins.    Private 
label  gcxxls  account  for  a  rising  7%  ot 
Fleming's  volume.  Fleming  has  even 
set  up  a  laboratory  in  its  headquaru 
building  to  monitor  qualify. 

Werries  hopes  for  a  sales  growth 
rate  during  the  1990s  of  o     to  SV— 
half  that  of  the  1980s,  His  fctan 
is  on  profitability  rather  than  growth 
tor  its  ow  d  sake;  he's  aiming  tor  annu- 
al carnir  -hare  in,  r'12%    * 
to  l.vV  and  a  return  on  equity  ot  13% 
to  15      Oka\  but  not  great  Still,  if  he 
can  achieve  that  in  a  tough  business 
like  croccrv  wholesaling,  he'll  d< 
some  kind  of  a  pn  ■ 
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Malcolm  Forbes  Learned 

TORTOEAMuTORCYCLEAT50. 


What  Have  You  Learned  Lately: 

To  succeed  in  a  world  of  high-speed  change,  executives  need  to  keep  learning.  Business  people 
recognize  the  value  of  executive  education,  but  only  if  it  addresses  timely  issues  in  challenging  ways. 
Programs  must  be  focused,  concise,  relevant  and  deal  with  the  whole  individual  because  every  day 
away  from  the  office  is  precious. 

Wharton  has  been  paying  attention.  The  five-week  Advanced  Management  Program  (AMP)  prepares 
senior  executives  to  deal  with  strategic,  competitive  and  global  challenges.  Years  of  real  world  and 
business  school  insights  have  been  built  into  an  intense,  yet  manageable,  learning  experience.  Wharton 
also  offers  a  stimulating  two-week  Executive  Development  Program  (EDP)  to  help  functional  managers 
make  the  transition  to  general  management. 

Thousands  of  executives  from  organizations  around  the  world  have  already  participated  in 
Wharton's  programs  -  benefiting  from  the  expertise  of  an  internationally-renowned  faculty  and  the 
opportunity  to  exchange  ideas  with  business  peers. 

Malcolm  Forbes  knew  that  learning  never  stops. 

Call  one  of  our  directors  to  discuss  your  own  executive  education  needs,  or  ask  for  a  complete 
catalog  listing  of  over  twenty  courses  offered  fifty  times  per  year:  1-800-255-EXEC,  Ext.  886. 


Wharton  Advanced  Management  Program 

This  five-week  course,  for  senior  executives  in 

or  supporting  the  office  of  the  CEO,  will  enhance 

your  global  perspective  and  strategic  vision  and 

broaden  your  understanding  of  complex 

societal  trends. 

March  29  -  May  1,  1992  •  May  31  -  July  3,  1992 
September  13  -  October  16, 1992 


Wharton  Executive  Development  Program: 

The  Transition  from  Functional  to  General  Management 

This  two-week  course  develops  the  personal,  professional  and  political  skills 
needed  to  lead  and  succeed  through  others  in  a  cross-functional  leadership  role, 
and  addresses  the  issues  of  managers  with  responsibility  for  the  results  in 
today's  team-oriented  organizations. 

December  1  -  13,  1991  •  June  14-26,  1992 


Wlharton 

The  Wharton  School 
of  the  University  of  Pennsylvania 


November  8  -  20,  1992 


WHARTON  EXECUTIVE  EDUCATION 

THE  LEARNING  EXPERIENCE  OF  A  LIFETIME. 

255  South  38th  Street  •  Philadelphia,  PA  19104-6359 
1-800-255-EXEC  Ext.  886  •  (215)  898-1776  Ext.  886  •  FAX  (215)  386-4304 
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Buckle  up -together  we  can  save  lives. 


HAVE  YOU  EVER 
THOUGHT  LIFE 
COULD  USE  A 
WAKE-UP  CALL? 


1 


HAVE  YOU 

iRIVEN 
A  FORD 
LATELY? 

THE  24-VALVE,  220  HORSEPOWER 
FORD  TAURUS  SHO. 

It's  a  wake-up  call  in  a  world  of  sleepy 
sedans.  The  24-valve,  220  horsepower  shot 
of  adrenalin  called  Ford  Taurus  SHO. 

When  its  Super  High  Output  V-6  comes 
alive,  a  special  sport-tuned  suspension 
and  anti-lock  brakes  sync  up  with  a  new, 
improved  five-speed  shifter  to  create  a 
responsive  and  invigorating  performance. 

The  SHO's  new  dash  flows  into  the 
doors  in  a  seemingly  seamless  manner. 
SHO  also  has  performance  gauges  and 
articulated  sport  seats  with  optional 
leather  trim. 

Outside,  ground  effects  enhance  a  new 
shape  to  create  a  dramatic  look.  One  to 
be  noticed  both  coming  and  going. 

NEWS  ABOUT  SAFETY. 

All  it  takes  is  some  rapid  eye  movement 
around  the  cockpit  to  see  what's  new. 
For  safety's  sake,  there's  a  newly  available 
front  passenger-side  air  bag.  A  driver- 
side  air  bag  comes  standard.  Both 
supplemental  restraint  systems  should 
be  used  with  your  safety  belt. 

Take  your  daily  routine  down  a  new 
route.  The  1992  Ford  Taurus  SHO. 

NEW  BUMPER-TO-BUMPER  WARRANTY. 

New  36-month/ 36,000-mile  limited 
warranty  requires  no  deductible.  See 
your  dealer  for  a  copy. 

NEW  TAURUS 
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Assaulting  Fort  Knox  would  be  easier  than  trying 
to  take  over  Smucker,  the  jewel  among  jam  makers. 

Closely  guarded 
honey  pot 


By  Richard  Phalon 


Think  of  J.M.  Smucker  Co.,  • 
the  venerable  maker  of  jams  and 
jellies,  as  a  closely  guarded  honey 
pot.  Lest  the  controlling  family  be 
disturbed  in  its  highly  successful 
reign,  the  management  has  set  up 
dragon's  teeth  defenses  of  a  staggered 
board,  cumulative  voting,  super  vot- 
ing power  and  super  majority  proxy 
rules.  Thus  do  the  third  and  fourth 
generations  of  Smuckers  run  the 
show:  Father  Paul,  sons  Timothy  and 
Richard  are  chief  executive,  chairman 
and  president,  respectively. 

But  this  is  no  sleepy  family  firm. 
With  revenues  approaching  the  half- 
billion-dollar  mark  in  jams  and  jellies, 
fruit  spreads,  juices,  peanut  butter 
and  ice  cream  toppings,  in  the  last 
four  years  the  management  has  pro- 
duced an  80%  gain  in  profits  ( to  S3 1 .7 
million)  on  a  58%  increase  in  sales. 

The  food  industry  has  been  in  the 
throes  of  consolidation,  with  few- 
companies  feeling  safe  from  takeover. 
But  thanks  to  the  carefully  drawn  fine 
print  in  the  corporate  charter,  control 


of  about  27%  of  outstanding  shares 
gives  the  Smucker  family  as  much  as 
55%  of  the  vote. 

A  raider  would  be  better  off  trying 
to  tackle  Fort  Knox  than  this  Orrville, 
Ohio  treasure. 

Eight  weeks  ago  the  Smuckers  were 
at  the  revetments  again,  putting  out 
yet  another  tangle  of  barbed  wire  in 
the  shape  of  a  new  class  of  nonvoting 
common.  No  camouflage  here.  The 
Smuckers  told  shareholders  straight 
out  that  the  objective  w  as  to  give  the 
family  more  flexibility  in  estate  plan- 
ning and  acquisition  strategy  without 


Big  Board  split  vote  sample 


Company 

Vote 

No/low  vote 

Alberto-Culver 

24%  B 

21%  A 

B  stock  1  vote,  A  %ith;  Insiders  control  46%  of  vote 

Crawford  &  Co 

27V4  B 

25%  A 

B  stock  1  vote,  A  none;  insiders  control  59%  of  vote 

Laidlaw  Inc 

8%  A 

B%  B 

A  stock  1  vote,  B  none,  but  prior  claim  on  dividends; 
Insiders:  47% 

Playboy  Enterprises 

VU  A 

8's  B 

A  stock  1  vote,  B  none;  insiders  control  71%  of  vote 

Sequa 

49     A 

58  B 

A  stock  1  vote,  but  10  cents  a  share  higher  dividend 
to  12/31/91;  insiders;  49% 

JM  Smucker 

34%  A 

31  B 

A  stock  up  to  10  votes;  B  stock  none;  insiders:  55% 

What's  a  vote  worth?  A  premium,  usually,  but  if  all  other  rights 
are  equal  or  better,  nonvoting  stock  may  be  the  better  buy. 


having    its    "relative    voting   power] 
reduced." 

The  mechanism:  a  split  that  gavel 
holders  one  share  of  the  nonvoting  B  i 
for  each  share  of  the  redesignated  A ' 
voting  stock  owned.  The  move  en- 
ables older  members  of  the  third  gen- 
eration— Chief  Executive  Paul,  74, 
and  his  sister  Marcella  Clark,  for  in- 
stance— to  sell  stock  "whik  maintain- 
ing their  influence  in  the  company." 

The  Smuckers  have  made  it  plain 
that  the  new  nonvoting  stock  does 
more  than  "just  increase  their  liquid- 
ity for  estate  planning  purposes." 
The  family  wants  its  company  to 

remain  independent  and  wants  no 
bankers  or  outsiders  telling  it  what 
to  do.  Smucker  has  grown  mainly 
from  within,  and  the  modest  acqui- 
sitions that  have  helped  expand  the 
product  line  have  all  been  for  cash. 

Curious  thing.  The  nonvoting  B 
stock,  though  equal  in  every  respect 
except  for  the  franchise,  has  been 
trading  at  a  discount  of  S4  to  S5  a 
share  below  the  A  stock. 

Spreads  among  other  Big  Board- 
listed  companies  with  dual  classes  of 
stock  also  tend  to  act  in  eccentric 
ways — sometimes  trading  at  parity, 
sometimes  even  putting  a  premium 
on  the  nonvoting  stock  (set  tab. 

"They  all  have  their  own  wrinkles," 
says  David  Coolidgc  of  William  Blair 
&  Co.,  the  Chicago  securities  firm 
that  structured  the  Smucker  split. 
"You  can  work  the  numbers  until 
you're  blue  in  the  face,  and  sometimes 
they  just  don't  seem  to  mak. 

Coolidgc  thinks  the  daylight  be- 
tween the  Smucker  A  and  B,  currently 
trading  at  around  55  and  31,  res 
tiveh ,  will  ultimately  close,  but  he  is 
not  putting  a  date  on  the  event. 
"There  is  a  lot  of  emotion  in  things 
like  this,"  he  says.  "People  will  pay  up 
for  the  vote  because  thev  don't  really 
understand  the  situation." 

But  could  it  be  that  the  market  is 
adjusting  to  the  prospect  of  absorbing 
some  fairly  large  blocks  of  the  family's 
nonvoting  stock1 

One  thing  the  market  can't  be  sag 
as  it  appears  to  be  in  the  caa 
the  big  premium  on  Alberto-Culver's 
voting  shares'  is  that  the  Smuckers 
will  one  day  sell  out  control  at  an  even 
bigger  premium  than  traders  have 
now  put  on  the  A  stock 

For  one  thing,  the  recapitalization 
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Q  1441  FourSeMoni  Hoteli  LtJ 


The  Last  word  In  Hotels  Has  Just  been 
Translated  Into  Japanese. 


The  new 
Four  Seasons 

Tokyo  is  surrounded  by  17  acres  or  the  city's  famed 
Chinzan-so  Gardens.  Yet  it  places  you  within  easy 
reach  or  the  Imperial  Palace  and  Shinjuku  business 
district.  The  286  spacious  guest  rooms  boast  multi- 
line phones  and  connections  for  computer  modems 
and  rax  machines.  Each  one  is  served  by  ^4-hour 


multilingual  con- 
cierges. There  is 
even  a  sophisticated  amphitheater  and  a  wide  array 
or  meeting  rooms  befitting  international  conferences. 
Call  1-800-332-3442  or  your  travel 
counselor  ror  more  about  the  new 
hotel  that  in  any  language    R)UrSeaSOnS  Hotel 
will  truly  speak  for  itself.         CHINZAN-SQ  TOKYO 


J.M.  Smucker  Co. 


protects  the  nonvoting  by  guarantee- 
ing equal  treatment  on  any  such  bo- 
nanza. More  important,  this  deep- 
rooted,  small-town  Ohio  family 
would  likely  face  torture  by  fire  rather 
than  sell  out  its  birthright. 

In  fact,  the  logic  of  the  market 
would  make  it  easier  for  the  Smuckers 
to  tighten  their  control,  if  that's  what 
they  chose  to  do.  The  incentives  for 
nonfamily  members  are  all  to  sell  what 
is  really  a  notional  vote  on  the  A  stock 
and  put  the  premium  into  a  larger 
number  of  B  shares. 

The  arithmetic:  100  shares  of  A 
sold  at  35  buys  (not  counting  com- 
missions) 112  shares  of  B — same 
earnings,  same  dividends,  same  liqui- 
dation rights.  Since  the  B  has  been 
moving  up,  holders  who  have  taken 
this  route  have  so  far  shown  good 
profits. 

Traditional  jams  and  jellies  still  ac- 
count for  about  50%  of  sales.  And 
Smucker  still  has  the  lion's  share  of 
the  market,  probably  around  35%, 
Wall  Street  analysts  say,  despite  the 
competition  for  supermarket  shelf 
space  with  such  shrewd  marketers  as 
Welch  and  Kraft. 

Still,  there  are  growing  signs  that 
Smucker  is  approaching  the  limits  of 
growth.  Sales  are  expanding  at  a  slow- 
er rate,  and  profit  margins  are  slip- 
ping. The  numbers  all  point  to  the 
conclusion  that  the  Smuckers  will 
have  to  buy  more  growth  from  the 
outside.  Since  the  family  doesn't  like 
debt,  it  would  probably  use  stock  to 
make  acquisitions.  By  using  B  stock,  it 
could  make  sizable  acquisitions  with- 
out risking  loss  of  control. 

On  the  numbers,  acquisitions  (in- 
cluding an  often  cited  and  now  liqui- 
dated venture  into  pickles)  have  not 
been  Smucker's  strongest  suit.  It  has 
bought  its  way  into  foreign  markets, 
with  no  great  success  so  far.  Sited 
mainly  in  the  U.K.  and  Australia, 
overseas  sales  accounted  for  about  9% 
of  net  sales  last  year,  up  from  7.5%  the 
year  before,  but  are  still  running  at  a 
loss.  Smucker's  major  growth  has 
come  from  the  segmentation  of  tradi- 
tional products  into  dozens  of  new 
lines.  But  this  policy  may  be  running 
thin.  The  major  task  for  the  fourth 
generation,  Chairman  Timothy,  47, 
President  Richard,  43,  .\nd  their  sons, 
is  to  stir  the  honey  pot  without  dc 
stroying  its  essential  harmony.        M 


SO 


When  it  comes  to  borrowing  money  for  risky  ventures 
at  cheap  rates,  no  one  seduces  the  public  better 
than  Walt  Disney  Co. 

Heads  we  win, 
tails  we  win 


By  Kathryn  Harris 

Since  1985  Walt  Disney  Co.  has 
raised  nearly  $1.5  billion  in  cheap 
capital  for  its  moviemaking  machine 
by  selling  limited  partnerships.  In 
most  cases,  investors  would  have  been 
a  lot  better  off  buying  Disney's  stock, 
but  never  mind. 

Now  Disney  has  a  new  financing 
trick  up  its  sleeve.  It  has  decided  to  sell 
bonds  to  the  public  to  finance  its 
network  television  business.  It's  a 
brassy  move,  even  for  Disney. 

Here's  the  deal:  If  the  Securities 
&  Exchange  Commission  approves, 
Disney  will  offer  $420  million  of 
15-year,  zero  coupon  bonds,  which 
would  put  about  $220  million  in 
the  Burbank  coffers.  Buyers  of  the 
issue  would  be  guaranteed  an  ane- 
mic 4%  yield,  but  there's  an  equity 
kicker:  Bondholders  could  get  a 
rate  of  return  of  up  to  20%  a  year,  if 
certain  Disney  television  series  are 
successfully  sold  in  the  syndication 
market. 

What  are  the  odds  of  scoring  in 
syndication?  Dismal.  For  every  series 
that  gets  on  the  networks'  prime  time 
schedule,  only  15%  survive  for  88 
episodes  or  more — long  enough,  that 
is,  to  go  into  syndication. 

Meanwhile,  losses  pile  up  on  both 
winning  and  losing  shows,  because 
network  license  fees  don't  cover  the 
spiralii.g  costs  of  television  produc 
tion  (Forbes,  Nop.  12,  1W0).  Last 
spring,  for  example,  the  loss  on  each 
episode  of  STAT,  a  comedy  set  in  a 
hospital  emergency  room,  ranged  be- 
tween $250,000  and  $300,000,  ac 
cording  to  producer  Damn   Arnold 
By  the  time  ABC  canceled  the  half 
hour  show,  after  its  sixth  episode,  the 
losses  probably  had  mounted  to  si  s 


The  cast  of  "Home  Improvement" 
Bondholders  should  read  the  fine  print. 


million.    But    Disney   took   the 
because   Arnold — like   most   top  TV 
talent — has   agreed   to   share   future 
profits  in  exchange  for  a  studio  cover- 
ing his  series'  deficits. 

Until  the  late  1980s  the  fiercely 
independent  Arnold  wouldn't   ha\c 
considered  striking  such  a  deal.  But 
the  amounts  of  money  involved  have 
grown  too  large  tor  even  Arnold  to 
play    the    television    game    without 
hedging  his  downside.  In  W~4  Ar 
nold's  Bmrmy  Miller  episodes  i 
about  SI 00,000  to  produce,  com 
pared  with  recent   STAT  episodes, 
which    cost    $800,000     Meanwhile, 
the  networks     hurt  by  a  diminishing 
market    share     have    held    down    li 
Cense  tees.    The  result   is  ever  larger 

deficits  that  can  only  be  recouped  in 
the  risk)  syndication  market. 
With  us  new  television  bonds,  Pis 

ne\  is  in  effect  hoping  to  spread  the 
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Investments  in  information 
technology  have  reached  40% 
of  U.S.  capital  spending.  Yet 
national  productivity  has  not 
improved  since  1973. 

So  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy. 
The  evidence  is  that  hardware 
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New  technology  can  seem  a  little  intimidating. 

approach  that  puts  fear  where  it 
belongs.  In  your  competition. 


alone  doesn't  pay  off.  Which  is 
why  Andersen  Consulting  offers 
something  even  more  powerful. 

A  way  for  your  organization  to 
seamlessly  link  technology  to 
your  strategies,  operations  and 
human  resources. 

This  is  a  balanced,  realistic 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here. 


THE       INVESTMENT. 


It's  smart.  It's  understated.  The  Fujitsu  Pocket  Commander"  cellular  telephone  is  an  investment  in  style,  with 

classic  lines  and  tasteful  attention  to  detail.  Yet  the  Pocket  Commander  is  light  and  compact  enough  lo  fit  in  your  pocket. 

And  complementing  the  phone's  innovative  design  is  the  sophisticated  technology  you'd  expect  from  Fujitsu. 


THE      DIVIDEND 


This  is  one  venture  with  a  guaranteed  return.  A  free  $75  Spiegel  gift  certificate  comes  with  the  purchase  of  the 

Pocket  Commander.  Plus  a  coupon  for  a  special  promotional  accessory  package.  For  details  on  the  investment  with  an  immediate 

dividend,  call  for  the  authorized  Fujitsu  dealer  nearest  you.  With  the  Fujitsu  Pocket  Commander,  style  has  its  rewards. 

1-800-955-9926 


FUJITSU 


The  global  computer  &  communications  company. 

POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  Network  Transmission  Systems,  Inc.  Promotional  offer  expires  December  31,  1 991 . 
Accessory  coupon  not  valid  outside  the  U.S.,  and  not  redeemable  by  dealers. 


America's  Life  Insurers: 

Protecting  Our  Commitment  To  You. 


Now,  for  the  first  time,  there  are  guaranty  associations 
in  every  state  and  Puerto  Rico  to  cover  most  life 
and  health  insurance  policies  and  annuities.  The 
associations  were  all  created  by  state  law,  and 
every  company  licensed  to  write  business  in  that 
state  participates.  If  a  member  company  gets  in 
financial  trouble,  other  companies  writing  the  same 
lines  of  business  are  assessed  funds  to  help  fulfill 
that  company's  commitments. 

Although  specific  coverage  may  vary  from  state  to 
state,  most  basic  life  and  health  insurance  policies  and 
annuities  are  covered  by  the  guaranty  associations. 
They  have  the  resources  to  help  make  sure  basic 
policyholder  benefits  are  secure.  Naturally, 


coverage  for  some  products  purchased  by  more 
sophisticated  investors  is  generally  less 
comprehensive. 

The  fact  that  life  insurers  have  to  help  pay  for  the 
mistakes  of  other  companies  gives  them  a  powerful 
incentive  to  maintain  the  financial  strength  of  the 
industry.  And  in  the  few  cases  where  a  company 
does  get  in  serious  financial  difficulty,  regulators 
often  take  control  while  the  company  can  still  meet 
its  liabilities. 

To  learn  more  about  how  we  protect  our 
commitments  to  you,  write  to  us  for  our  free 
brochure  on  how  guaranty  associations  work. 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue.  NW  •  Washington.  D.C   S004-2SM 
ATTFNTION   Compan\  Scivica 


Disney 

growing  risks  of  television  production 
to  the  buyers  of  the  bonds,  enticing 
them  with  a  piece  of  any  back-end 
profit  that  might  materialize.  But 
note  this:  The  studio  is  also  loading 
the  dice  against  the  prospective  bond- 
holders by  excluding  from  the  bond's 
supplemental  interest  calculation  Dis- 
nev's  current  winning  shows,  while 
including  its  losers. 

Included:  five  flops  from  previous 
seasons  (including  STAT,  Lenny  and 
The  Fanelli  Boys)  that  added  up  to 
$8.5  million  in  losses. 

Excluded:  spinoffs  or  sequels  to 


"Disney  is  facing  the 
same  problem  I  was," 
says  producer  Danny 
Arnold.  "They're  pro- 
tecting their  stockhold- 
ers. I  don't  blame  them." 


two  proven  hits,  The  Golden  Girls  and 
Empty  Nest.  Likewise,  Disney  ex- 
cludes any  programs  developed  from 
its  own  Disney  characters  or  Disney 
movies.  Perhaps  crudest  of  all:  Bond- 
holders won't  reap  any  reward  from 
the  merchandising  potential  of  Dis- 
ney's television  projects,  even  though 
current  series  like  Dinosaurs  and 
Home  Improvement  might  be  mined 
for  consumer  product  sales. 

Concludes  one  analyst,  who  spe- 
cializes in  entertainment  industry 
bonds:  "No  one  could  sell  this  issue  if 
Disney's  name  weren't  on  it." 

Program  creator  Danny  Arnold, 
however,  is  sympathetic  to  Disney's 
financial  people.  "Disney  is  facing  the 
same  problem  that  I  was  facing,"  says 
Arnold.  "They're  protecting  their 
stockholders,  and  I  don't  blame 
them." 

Indeed,  from  the  Disney  share- 
holders' viewpoint,  the  new  bond  is- 
sue would  be  terrific  if  it  flies.  One 
New  York  tax  attorney  who  has  stud- 
ied the  registration  statement  marvels 
that  the  aftertax  cost  of  the  money  to 
Disney  will  be  under  3%.  Mickey 
Mouse,  in  other  words,  may  be  able  to 
borrow  money  more  cheaply  than 
Uncle  Sam.  Or,  to  put  the  matter 
another  way:  If  you  think  Disney  can 
win  in  television  programming,  buy 
the  company's  stock,  not  the  new 
bonds.  M 
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ELECTRONIC 
LABELING  SYSTEM 


The  fastest,  easiest  way  to  create  adhesive  p 
labels  for  endless  uses  in  the  home  or  office. 

Just  imagine... it  fits  in  the  palm  of  your  hand,  weighs 
less  than  a  pound  and  has  unlimited  uses. 

It  creates  adhesive  labels  in  4  styles,  5  sizes  and  in 
over  25  available  colors... vertically  or  horizontally. 

You  simply  enter  the  information  on  the  typewriter- 
style  keyboard,  press  "print"  and  out  come  your  labels. 

It  features  an  LCD  display  so  you  can  edit  out  errors 
before  printing.  Saves  time  and  work. 

Stick  it  to  'em  with  the  P-Touch. 


Available  At:  Sears,  Office  Depot,  Staples, 
Sharper  Image  and  other  fine  retailers. 


Mr.  Dean  F.  Shulman.  V.P.  Sales  &  Marketing 
Brother  International  Corporation 
200  Cottontail  Lane. 
Somerset.  NJ  08875-6714 

Dear  Mr.  Shulman:  Please  send  me 
additional  information  on  the  Brother  P-Touch 
Labeling  System. 


Name 


Company 


Address 


City 


State 


Zip 


FB-1291 


We're  at  your  side. 


We  re  at  your  side. 

brother 


After  two  centuries  in  the  china  business,  Britain's 
proud  Aynsley  was  facing  a  life-threatening  crisis. 
Then  its  chairman  made  his  workers  his  allies. 

Thatcher's 
heritage 

By  Peter  Fuhrman 

For  216  years  Britain's  Aynsley  Pic. 
has  been  producing  some  of  the 
world's  finest  bone  china.  Queen 
Elizabeth  and  Charles,  Prince  of 
Wales,  dine  off  Aynsley  service. 

But  four  years  ago  Aynsley  got  itself 
into  a  right  royal  mess.  Aynsley  had 
been  acquired  in  1970  by  Waterford, 
the  Irish  crystalmaker.  Then,  in  1987, 
Waterford  merged  with  Wedgwood, 
a  far  larger  producer  of  porcelain  than 
Aynsley.  Waterford  began  putting  its 
muscle  into  selling  Wedgwood  prod- 
ucts. In  the  process  of  doing  that  and 
of  trying  to  cash  in  on  the  venerable 
Aynsley  brand  name,  Waterford  com- 


mitted the  classic  business  mistake:  It 
neglected  the  products — and  its  loyal 
retailers — that  had  made  the  Aynsley 
name  venerable  in  the  first  place. 

Aynsley's  senior  managers,  led  by 
Chairman  Geoffrey  Deith,  decided  to 
escape  the  bind  through  a  manage- 
ment buyout.  In  December  1987 
they  paid  Waterford  $30  million — 
two-thirds  of  it  borrowed — to  get 
their  company  back.  Aynsley's  equity 
at  the  time  was  just  $5  million. 

Rather  than  sally  forth  slashing  cor- 
porate overheads,  one  of  the  key 
things  Deith  did  was  to  offer  Ayns- 
ley's workers  stock  in  the  company  at 


par.  More  than  half  of  Aynsley's  750 
nonmanagerial  workers  purchased 
shares — 1%  of  the  company,  for  just 
S8,000.  While  the  percentage  and  the 
monetary  amount  are  nominal,  the 
move  achieved  the  desired  effect  ot 
creating  an  alliance  between  workers 
and  bosses.  "We  are  a  part  now,  aren't 
we?"  says  one  employee,  in  the  inter- 
rogatory tone  of  Derbyshire.  "We 
own  shares,  don't  we?" 

Deith  knew  what  he  was  doing. 
Making  fine  china  is  the  work  ot 
artisans.  Inside  Aynsley's  Dickensian  j 
main  factory,  just  outside  Stoke-on- 
Trent  in  England's  Midlands,  is  a 
warren  of  tiny  rooms  that  look  to  be 
propped  against  steep  and  narrow 
stairwells.  Moist  clay  from  Cornwall 
and  Dorset  is  still  mixed,  using  an  old 
recipe,  with  ground  stone  (for  hard- 


ABOVE: 

A  sample  of  the 
finished  works 
LEFT: 

Hand-painting 
china  at 

Britain's  venerable 
Aynsley  Pic. 
Quality  fit  for  a 
queen  from  work- 
ers fired  by  the 
entrepreneurial 
vigor  of 
Margaret 
Thatcher. 
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ness)  and  bonemcal  (to  provide  trans- 
lucency).  There  is  little  capital  equip- 
ment to  speak  of,  save  for  a  few  giant 
kilns.  Mainly  it's  lots  of  old  work- 
benches, around  which  ladies  sit  qui- 
etly attaching  wet  clay  handles  to 
teacups  using  a  daub  of  water,  or 
painting  floral  patterns  and  gold 
trim  on  the  3,000  or  so  different 
products. 

To  judge  from  the  financial  results, 
Aynsley's  workers  are  more  commit- 
ted than  ever  to  the  company's  suc- 
cess. Despite  a  strong  pound  sterling 
and  generally  weak  markets  for  luxury 
consumer  goods,  Aynsley  in  1990 
showed  profits  before  interest  and  tax 
($4.8  million),  and  revenues  ($31 
million),  higher  by  50%  than  at  the 
time  of  the  buyout.  Revenues  this  year 
will  fall  to  around  $28  million,  but 
operating  margins  should  hold  their 
own  at  1 5%.  By  year-end,  one-third  of 
the  money  borrowed  for  the  buyout 
will  have  been  repaid.  This  is  quite  a 
contrast  to  the  Waterford  Wedgwood 
group,  which  has  fallen  prey  to  mana- 
gerial infighting  and  labor  disputes. 
The  group,  now  30%  owned  by  Mor- 
gan Stanley  and  Heinz  Chairman  An- 
thony O'Reilly,  has  been  in  the  red 


Aynsley  Chairman  Geoffrey  Deith 
Revitalizing  a  British  national  treasure. 


since  1988. 

Deith  also  adeptly  moved  to  cash  in 
on  the  resurgent  Anglophilia  that  has 
done  so  well  by  Laura  Ashley  fabrics, 
Turnbull  &  Asser  shirts,  Range 
Rovers  and  the  like.  Deith  has  pushed 
sales  of  giftware  to  complement  Ayns- 
ley's traditional  tableware.  Instead  of 
having  to  buy  a  whole  dinner  set,  at 


from  $100  to  $600  for  a  single  five- 
piece  place  setting,  Aynsley  fanciers 
can  opt  for  lower-priced  vases,  coffee 
mugs,  picture  frames  and,  soon,  man- 
tel clocks  and  desk  sets.  Giftware  now 
accounts  for  60%  of  sales. 

"These  extensions  are  crucial  in  a 
business  where  there  is  next  to  no 
possibility  for  developing  a  revolu- 
tionary new  product,"  explains 
Deith.  "In  200  years  we've  tried  just 
about  everything." 

Deith's  next  task:  gauging  the  best 
moment  to  refloat  the  company  on 
the  London  Stock  Exchange,  where  it 
would  probably  be  valued  at  around 
$40  million.  If  he  and  other  managers 
meet  financial  targets  set  by  the  banks, 
their  equity  stake  could  rise  from  20% 
to  51%.  Deith  himself  might  stand  to 
make  $2  million  or  more  from  the 
eventual  sale  of  his  holding;  the  com- 
pany's 400  worker-shareholders 
could  wind  up  with  a  pot  worth 
$400,000 — not  a  shabby  return  on 
their  $8,000  investment. 

Margaret  Thatcher  may  be  gone, 
but  the  entrepreneurial  spirit  she  un- 
leashed during  the  1980s  in  Britain 
has  remained,  if  proud  old  Aynsley  is 
anything  to  go  by.  §■ 


Try  a  basic  strategy:  ^hm 
Buy  low,  sell  high.      ^~ti 

The  Merrill  Lynch  Basic  Value  Fund. 


It  can  pay  to  explore  equity 
opportunities  that  are  over- 
looked by  the  crowd,  especially 
when  there's  potential  for 
growth.  But  how  do  you  make 
wise  choices? 

Consider  what  this  Fund 
offers.  The  Fund's  professional 
management  seeks  out  under- 
valued stocks,  which,  they 
believe,  will  appreciate  as 
investors  discover  their  higher 
underlying  values.  This  strategy, 
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management  believes,  can 
help  achieve  the  objectives  of 
capital  appreciation  and  income. 

And  when  you  invest  with    • 
Merrill  Lynch,  you  also  have  the 
opportunity  of  working  with  a 
knowledgeable  Financial 
Consultant. 

For  more  complete  information,  including  all 
charges  and  expenses,  request  a  prospectus. 
Please  read  the  prospectus  carefully  before  you 
incest  or  send  money.  The  share  price  of  the 
Fund  is  subject  to  fluctuation  and  there  is  no 
guarantee  that  an  investor  will  be  able  to  sell 
shares  at  a  profit. 

©  1991  Merrill  Lynch.  Pierce.  FennerS  Smith  Inc  Member  SIPC. 


rcall  1-800-637-7455,  «t  2582 

Return  to:  Merrill  Lynch  Response  Center, 
RO.  Box  30200,  New  Brunswick,  NJ  08989-0200 
Please  send  me  a  free  brochure  and  prospectus 
on  the  Merrill  Lynch  Basic  Value  Fund,  Inc. 

Name 

Address 


1 


City- 
State 


Zip 


Home  Phone  I 

Business  Phone  L. 


Merrill  Lynch  clients,  please  give  the  name  ;md 
location  of  your  Financial  Consultant. 


2582 

Merrill  Lynch 

A  tradition  of  trust 


INUMAIItKS 


EDITED  DY  LADDA  SAUNDERS 


The  Internal  Revenue  Service  has  blessed  a  useful  after-death 
tax-planning  technique.  Also:  option  strategies,  mortgage 
refinancings,  shelter  miseries,  donation  deductions. 


Quick 
tax  tips 


If  your  spouse  dies  before  you  do 
and  doesn't  leave  a  properly  drawn 
will,  you  get  his  or  her  entire  estate, 
free  of  tax.  But  the  deceased  person's 
ability  to  leave  $600,000  tax  free  to 
other  heirs  is  lost. 

This  oversight  causes  too  many 
couples  to  lose  half  their  estate  tax 
exemption.  For  this  reason,  properly 
drawn  wills  create  so-called  bypass  or 
credit-shelter  trusts,  to  preserve  the 
value  of  the  first-to-die  spouse's 
$600,000  credit. 

The  Internal  Revenue  Service  has 
now  made  it  a  bit  easier  for  people 
who  don't  have  properly  drawn  wills. 
Say  Joe  and  Mary  hold  all  their  prop- 
erty jointly.  Joe  dies,  leaving  every- 
thing to  Mary.  If  part  of  Joe's  estate  is 
in  an  IRA  or  profit-sharing  plan,  Man' 
can  disclaim  this  part  of  the  inheri- 
tance and  pass  it,  instead,  to  the  chil- 
dren or  other  heirs  tax  free  up  to 
$600,000.  And,  of  course,  when 
Mary  dies,  she'll  be  able  to  pass  anoth- 
er $600,000  to  her  heirs,  free  of  death 
duties. 

"This  may  be  a  way  to  avoid  estate 
taxes  when  nothing  else  is  possible," 
says  Joseph  Toce,  a  tax  expert  with 
Arthur  Andersen.  But  he  recom- 
mends that  it  will  work,  best  if  taxpay- 
ers have  named  alternate  beneficiaries 
(for  example:  "First  to  my  spouse, 
then  to  my  daughter")  tor  [RAS  and 
other  plans.  Otherwise  state  law 
might  force  the  money  back  into  the 
dead  person's  estate  if  the  spouse 
disclaims  it. 


Option  timing 

Insiders    who    hold    sioek    options 
should  watch  out  lor  an  etui  of \ ear 

ta\  crap, notes  fames Scannella, senior 


manager  at  Arthur  Andersen. 

Under  old  Securities  &  Exchange 
Commission  rules,  an  executive  who 
exercised  a  stock  option  had  to  wait 
si\  months  before  selling  the  stock. 
(The  rules  apply  to  so-called  nonqual 
ified  options,  recently  the  most  popu 
lar   kind.)    But    last    spring    the   SE< 
changed  the  rules.  Now  most  insiders 
who  have  stock  options  must  hold  the 
options  tot  si\  months  alter  they  are 
granted;  once  the  option   has  been 
exercised  they  can  sell  the  stock  itself 
immediately. 

The  irs   rules  on   taxing  options 


track  the  si  <.  \  changes  Before  the 
mi  ruling,  taxpayers  were  not  taxed 
on  their  options  until  six  months  after 
they  exercised  the  options.  This  was  a 
valuable  tax  deferral  tool  that  enabled 
main  taxpayers  to  shift  tax  liabilities 
from  one  year  to  the  next.  But  now 
snvk  options  are  taxable  the  minute 
they  are  exercised.  The  spread  be- 
tween the  grant  price  and  the  fair 
market  value  of  the  stock  on  the  date 
of  exercise  is  immediately  taxable  as 
ordinary  income. 

"Main  people  think  that  thc\  can 
rise  now   but  not  owe  tax  until 
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We  stand  ready. 

We  have  for  1 27  rwrv 

years. 

With  assets  that  have  • 
reached  $55  billion.  And 
with  the  real  Travelers  dif- 
ference . . .  35,000  employees 
dedicated  to  customer 
satisfaction. 

This  is  how  we  make  a  real  differ- 
ence for  you. 

By  identifying  ways  of  preventing 
losses  and  controlling  insurance  costs. 

By  ensuring  the  health  of  your  work  force 
with  one  of  America's  largest  managed  care 
networks. 

By  providing  yon  with  a  full  portfolio  of 
pension  investment  options  and  flexible 
record-keeping  services. 

By  making  sure  that  those  who  carry  The 
Travelers  for  their  business  insurance  needs 
do  so  with  confidence. 

That's  The  Travelers  Way. 

rhe  Travelers  Companies,  Hartford,  Connecticut  06183 

Thelravelersj 

You're  better  off  under  the  Umbrella. 


OPEN  IN  CASE  YOU  WANT  THE 
DIFFERENCE  50%  OF  THE 
FORTUNE  500  HAVE  CHOSEN 


1  hr  h.n  rlersl  ivporation 


TAXING  MATTERS 


well  into  next  year,"  warns  Arthur 
Andersen's  Scannella.  "That's  no 
longer  true." 

Mortgage  merry-go-round 

Thinking  of  refinancing  your  home 
mortgage  at  a  lower  interest  rate? 
Make  sure  it  is  truly  a  bargain  before 
you  do. 

For  one  thing,  remember  that  the 
"points,"  or  fees  you  pay  the  bank, 
arc  immediately  deductible  only  for  a 
first  mortgage.  On  a  refinancing,  they 
are  deductible  only  pro  rata  over  the 
term  of  the  mortgage.  The  only  ex- 
ception is  if  you  are  using  the  pro- 
ceeds to  "substantially  improve"  the 
house.  Then  the  portion  of  points 
attributable  to  the  money  used  for  the 
improvements  is  deductible  in  the 
year  you  refinance. 

Also  remember  that  you  can  de 
duct  interest  only  on  the  balance  of 
your  original   loan,  plus  $1  ()(),()()(). 
So  if  you  originally  boimht  a  house 
with  a  $1()(),()()()  mortgage  that  you 


have  paid  down  to  $50,000,  you  can 
deduct  interest  on  a  refinancing  of 
only  $150,000.  Anything  above 
that,  and  you  have  to  be  able  to 
prove  that  the  money  is  for  home 
improvements. 

Donation  maximization 

If  you  are  considering  making  a  chari- 
table donation  of  tangible  personal 
property  such  as  a  painting  or  antique 
table,  be  sure  you  do  it  before  year- 
end.  Thanks  to  Senator  Daniel  P. 
Moynihan  (D-N.Y.),  donors  have  a 
one-year  window  of  opportunity  to 
maximize  such 'tax  deductions.  The 
window  slams  shut  on  Dec.  31 . 

Here's  how    it  works:  Ordinarily, 
taxpayers  snared  by  the  alternative 
minimum  tax  can  deduct  only  the  cost 
basis  of  appreciated  property.  So  if 
you  give  a  museum  a  Cc/anne  draw 
ing  worth  $100,000  that  your  grand 
mother  bought   for  $100,  your  de 
duction  will  be  only  $100  it  that 
transaction  or  others  subject  you  to 


the  minimum  tax.  (Taxpayers  not  af- 
fected by  the  alternative  minimum  tax 
still  get  to  deduct  the  full  fair  market 
value.) 

But,  for  1991  alone,  you  can  do- 
nate your  drawing  and  deduct  the  full 
fair  market  value  of  SI 00,000,  re- 
gardless of  the  alternative  minimum 
tax  effects.  Donors  should,  however, 
beware  a  second,  lesser-known  trap. 
It  is  that  your  deduction,  even  at  fair 
market  value,  can  never  be  more  than 
30%  of  your  adjusted  gross  income  |  in 
this  or  any  year).  The  rest  carries  over 
for  use  in  future  years.  So  if  you  do 
make  that  donation,  check  to  see  if  it 
makes  sense  to  structure  other  in- 
come so  that  you  can  deduct  in  full 
this  vear. 


Take  my  partnership — please 

You've  still  got  three  bedraggled  lim- 
ited partnerships,  the  remains  of  the 
tax  shelters  you  wish  your  broker  had 
never  convinced  you  to  buy  back  in 
the  early  1980s.  Their  combined  dis- 
tributions run  to  a  pathetic  $1,100  a 
year  and  the  mound  of  tax  paperwork 
that  probably  adds  as  much  to  your 
CPA  bill.  New  SEC  rules  on  trading  tax 
shelter  units  make  it  next  to  impi  is 
ble  to  sell.  Can  you  just  give  these 
white  elephants  away,  perhaps  to  your 
alma  mater? 

Probably  not.  Harvard  says  it  re- 
fuses most  of  the  tax  shelters  offered 
by  would-be  benefactors.  "Even  after 
careful  review  we  aren't  in  a  position 
to  deal  with  most  tax  shelters.'"  -aw 
Charles  W.  Collier,  director  o\  gift 
planning. 

Rear  in  mind  that  if  it  costs  you 
SI,  100  to  have  .\n  accountant  wade 
through  the  K  1  partnership  forms,  it 
will  probably  cost  a  donee  fust 
much;  tax  exempt  owners  of  limited 
partnerships  have  the  additional 
headache  of  calculating  "unrelated 
business  income"  if  the  deal  has  am 
debt  financing. 

s^  >  you  probably  v»  ill  ha\  e  to  sit  and 
suffer  until  the  partnership  winds  up 
its  affairs  mu\  or  goes  bankrupt.  In 
either  case,  you  could  face  a  tax  bill  at 
termination,  depending  on  whether 
the  "recapture"  o\  the  tax  benefits 
you  supposcdh  enjoyed  is  more  than 
your  "suspended  passive  losses" — 
that  is,  tax  benefits  postponed  by  the 
1986  tax  act.  1  S     H 
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DiallO+ATT+0 

+the  area  code  and  number  you're  calling. 

When  you  make  a  long  distance  call  from  a  public  phone, you're  some- 
times connected  to  a  company  other  than  AT&T.  A  company  that  could 
charge  you  2  or  3  times  more* 

But  you  can  still  have  the  quality  service,  helpful  operators  and 
savings  you  expect  from  AT&T.  Even  if  yOu're  not  at  an  AT&T  phone. 
Just  dial  10+ATT+O,  plus  the  area  code  and  number  you're  calling. 
In  seconds,  you  get  all  the  clear  connections  and  low  prices  plus 
the  convenience  and  ease  that  come  with  using  the  AT&T  Calling  Card. 

In  fact,  nobody  offers  more 
ways  of  helping  you  on  the  road 
than  AT&T. 

So,  how  do  you  get  AT&T 
around  here? 
Easy. 


AT&T 


Calling  Cant 


'  Based  on  a  comparison  of  billed  charges  and  surcharges  of  alternate 
operator  service  companies. 


1991  AT&T 
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How  can  we  help  you?SM  1 800  661-0661  Ext.  5313. 


AT&T 
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AN  END  TO  MASSIVE  LAYOFFS 

AS  EXHIBITED  BY  THE  Chameleonidae  Dilepis. 


Olsten 
introduces 


FLEXIBLE 
WORKFORCE. 


It's  the  nature  of  business.  When  the  economy  goes, 
so  do  people.  But  layoffs  cost  money.  And  morale.  Not 
the  best  way  to  adapt  to  a  changing  business 
environment.  Olsten  has  the  solution:  flexibility. 
With  the  Olsten  Flexible  Workforce™,  the  ability 
to  respond  effectively  to  economic  trends 
is  built  into  the  structure  of  your  company. 
You're  never  overstaffed  or  understaffed,  instead,  you  maintain  a  core 
of  full-time  workers.  Then,  when  production  increases  and  needs  change, 
Olsten  supplies  you  with  appropriately  skilled  temporary  workers. 

You  get  the  job  done  more  efficiently  and    ^BUgT-'  AA         ^  economically. 
Morale  is  maintained.  As  well  as  productivity.     flf. 

So  make  Olsten  your  partner  in 
flexibility.  And  prepare  your  company  for 
the   future,   whatever  changes   it   brings. 
You  won't  have  to  let  people  go.  Just  your 
old  concepts  of  how  to   manage   them. 


Temporary  Services 


THE     WORKING      SOLUTION0 


If  you  think  Wal-Mart  is  the  last  word  in  retailing 
profitability,  you  don't  know  much  about  Britain's 
Marks  &  Spencer,  which  is  slowly  invading  the  U.S. 

Blue  blazers 
and  guacamole 


By  John  Marcom  Jr. 

A  lot  of  people  nearly  burst  from 
laughing  in  1988  when  Britain's 
Marks  &  Spencer  Pic.  paid  $750 
million  for  Brooks  Brothers,  the  ven- 
erable but  somewhat  faded  U.S.  re- 
tailer known  for  its  Ivy  Leaguish, 
natural  shoulder  men's  tailoring.  The 
price  came  to  more  than  2  times  sales 
and  75  times  what  Brooks  recently 
earned.  Boy,  were  those  Brits 
ever  taken! 

Or  were  they?  The  laughter  has 
somewhat  subsided.  In  a  longer-term 
sense,  Brooks  may  yet  prove  an  excel- 
lent acquisition  for  the  $10  billion 
(revenues)  British  retailer  of  clothing, 
food  and  home  furnishings. 

Consider  what  the  Marks  &  Spen- 
cer people  did  with  Brooks'  classic, 


off-the-rack  ladies'  blue  blazer  that 
retails  at  $295  at  Brooks'  53  U.S. 
stores.  After  thoroughly  examining 
the  blazer,  Marks  &  Sparks  (as  the 
Brits  call  it)  has  duplicated  the  cloth, 
stitching  and  tailoring.  Manufactured 
by  British  suppliers,  from  fabric  wov- 
en in  Israel,  the  M&s  version  sells  in 
Europe.  Do  the  British  ladies  go  for 
that  classic  Brooks  look?  It  seems  they 
do.  Sales  of  the  blazer  in  Marks  & 
Spencer's  British  and  other  non-U. S. 
stores  are  now  running  at  £400,000  a 
week — $36  million  a  year.  The  British 
model  sells  for  just  £79.95  ($140  at 
the  pound's  recent  value),  including 
the  U.K.'s  stiff  17.5%  value-added 
tax — less  than  half  the  U.S.  price. 
Or  take  men's  shirts.  M&S'  suppliers 


Clinton  Silver, 
Marks  &  Spencer 
deputy  chairman 
His  wife 
lets  him  wear 
Marks'  much- 
improved  shirts. 


have  adapted  the  styling  of  Brooks 
shirts — natural  fibers,  long  tails — to 
products  sold  in  the  British  stores. 
Marks  &  Spencer  Deputy  Chairman 
Clinton  Silver  says  his  wife  used  to 
forbid  him  to  wear  his  company's  old 
polycsterish  shirts  but  readily  accepts 
the  new  Brooks-styled  ones. 

With  Sam  Walton's  Wal  Mart  in 
the  U.S.,  Marks  ^  Spencer  ranks 
among  the  world's  great  retailers. 
Like  the  U.S.,  Britain  has  been  in  the 
grip  o\\\  serious  recession,  but  Marks 
&  Spencer's  sales  slipped  less  than  [% 
in  the  six  months  ended  Sept.  28  and 
its  net  profit  dropped  just  5  1  ven 
so,  M&S  netted  5  cents  on  the  retail 
dollar,  considerably  better  than  Wal 
Mart's  excellent  4  cents  on  tin 
lar  net  This  was  .\n  outstanding 
showing,  given  that  Marks  &  Spencer 
absorbed  a  $28  million  charge  for 
layoffs,  m^\  gnen  a  2V4  percentage 
point  use  m  the  U.K.  rate  of  value 
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The  flagship  store 
at  London's 
Marble  Arch 
Not  many 

choices,  not  a  U.S.- 
style  discount 
store,  but  usually  a 
good  deal. 


An  M&S  food  store 
checkout 
Have  you  tried 
prepeeled 
oranges,  luv?  . 
They  cost  more 
but  save  that 
messy  peeling. 


added  tax  that  the  company  absorbed 
rather  than  pass  along  to  customers. 

What's  the  formula?  Keeping  nar- 
rowly focused.  M&s'  300  European 
stores  carry  a  relatively  limited  range 
of  merchandise,  so  buyers  strive  to  get 
each  offering  just  right.  For  instance, 
the  women's  department  sells  sepa- 
rates— blouses,  skirts,  blazers — al- 
lowing shoppers  to  make  their  own 
ensembles.  All  merchandise  is  the 
house  St.  Michael  brand,  be  it  deter- 
gent or  a  silk  tie.  This  is  not  a  U.S.- 
style  discount  store,  but  M&s  shoppers 
usually  get  a  good  deal. 

How  does  it  cater  to  affluent  cus- 
tomers buying  designer-label  cloth- 
ing? Simple.  If  Armani's  designs 
promise  to  sell,  M&s  buyers  will  order 
up  Armani-esque  cuts  and  sell  them  at 
a  fraction  of  Armani  prices. 

"We're  not  a  department  store," 
explains  Brian  Godbold,  the  compa- 
ny's chief  design  executive,  "and  I 
don't  intend  to  offer  a  lot  of  choices." 

Credit  cards?  m&s  doesn't  take  Visa 
or  American  Express,  only  its  own 
charge  card,  on  which  it  currently 
levies  up  to  a  hefty  30%  annual  per- 
centage interest  rate.  It  does,  howev- 
er, give  instant  refunds  for  returned 
goods,  no  questions  asked. 

But  the  deeper  secret  to  Marks  & 
Spencer's  success  is  its  traditional  way 
of  working  closely  with  its  suppliers 
while  constantly  monitoring  the  Brit- 
ish, and  increasingly  European  and 
Asian,  consumer's  changing  tastes. 
The  Marks  &  Sparks  system  hums 
almost  like  a  Japanese  keiretsu,  the 
supplier  networks  that  give  so  much 
strength  to  manufacturers  like 
Toyota.  "There  isn't  an  equivalent 
manufacturer -retailer  relationship  in 
the  Western  World,"  says  Christo- 
pher Haskins,  chairman  of  Northern 
Foods  Pic,  a  company  that  supplies 
food  products  to  M&s  stores. 

Once  a  mundane  local  dairy, 
Northern  Foods  now  does  $500  mil- 
lion a  year  in  sophisticated  prepared 
foods  with  M&s.  Stories  like  this  ex- 
plain why  suppliers  are  so  thoroughly 
responsive  to  m&s'  needs.  They  know 
it  can  move  huge  quantities  of  mer- 
chandise and  that  it  has  an  interest  in 
keeping  its  suppliers  healthy. 

Manchester- based  Coats  Viyella 
Pic.  sells  about  $400  million  of  men's, 
women's  and  children's  apparel  annu- 
ally to  M&s.    It  has  the  closest  of 
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Logic  would  seem  to  dictate  that  when  you  pay  thousands  ot  dollars  more  tor  a  car, 
you  should  get  a  lot  more  car.  Apparently,  in  the  case  ot  the  Cadillac  Sedan  DeVille 
versus  the  Chrysler  Fifth  Avenue,  logic  does  not  apply.  Both  cars  provide  ample 
room  for  six,  air-conditioning,  automatic  transmission,  automatic  load  leveling, 


stereo  sound  system,  fully  reclining  seats,  all  as  standard  equipment.  Both  otter 
safety  and  performance.  A  driver's  air  bag  is  standard  on  the  Chrysler  Fifth 


'Standard  equipment  level*  \  m 

LcgPDOm  Compariaon  tD  Cadillai  Brougham.  fExcludea  ihtiiliI  11t.11r1tt-M.nu  i-.  adjustment!  md  certain  wv.it  item*  S-vlmiiti  t  ..ItjiIct    S»<mc  rv>trvt»<*\v  .ipr^ 


i,  a  lesser  warranty 
k  it  could  be  a  Cadillac 


Avenue,  as  is  a  powerful  fuel-injected,  3. 3-liter  V-6.  Anti-lock  brakes 


are  also  available.  Here,  however,  is  where  logic 


totally  falls  apart.  The  restyled  Chrysler  Fifth 


Avenue  costs  thousands  less,  yet  it  has  more  legroom 
than  the  largest  Cadillac*  And  it  offers  a  better  warranty: 


bumper-to-bumper  protection  for  5  years  or  50,000  miles?  So  if 


you're  looking  for  a  great  luxury  car,  defy  logic  Pay  less,  get  more. 


hrysler  Fifth  Avenue.  For  more  information,  please  call  1-800-4A-CHRYSLER. 
THE   1992   CHRYSLER    FIFTH   AVENUE 


ADVANTAGE:  CHRYSLER© 


OFFICIAL  SPONSOR  USA 
OF  THE  1992  US  f*\^}S~\ 
OLYMPIC  TEAM       V.  J\.0\^/ 


Marks  &  Spencer 


You* 
broccoli,  sir 


How  many  ways  are  there 
to  serve  broccoli?  Marks  & 
Spencer  has  about  a  doz- 
en. There's  the  raw  stuff,  in 
a  crown  or  cut.  Then 
there  are  broccoli  florets, 
mixed  with  sliced  carrots 
and  other  cut  vegetables  in 
a  cellophane  bag  that  can 
be  popped  into  the  micro- 


*. 


wave,  zapped,  seasoned 
and  served. 

Too  lazy  to  season?  Try 
a  new  broccoli  package  that 
comes  with  little  cubes  of 
thyme-flavored  butter  in 
the  package.  The  cubes 
melt  down  in  the  micro- 
wave, adding  flavor  as  the 
broccoli  cooks. 

Then  there  are  several 
casserole  dishes  of  broccoli, 


including  broccoli  cov- 
ered in  a  rich  cheese  sauce. 
Latest  offering:  broccoli 
prepared  with  orange  zest, 
sliced  almonds  and  but- 
ter— a  more  elegant  dish,  fit 
for  company;  10-oz. 
package,  £1 .89,  about 
$3.25  at  current  ex- 
change rates. 

If  you  think  we  do  a  lot 
with  broccoli,  says  Clinton 
Silver,  Marks  &  Spencer's 
deputy  chairman,  cast  an 
eye  over  the  chicken 
range.  He  reckons  the  store 
sells  chicken  breasts  in 
about  120  different  ways, 
from  canned  cubes  in 
stew  to  chicken  tikka  sand- 
wiches. One  recent  offer- 
ing: chicken  and  cashew 
nuts,  which  reproduces  in 
a  microwave  a  staple  of  the 
Chinese  carry-out.  Cost, 
£2.19  a  serving. 

In  each  case,  of  course, 
the  consumer  could  do  it 
more  cheaply  at  home. 
But  Marks  &  Spencer's 
merchandisers  under- 
stand that  while  working 
wives  may  help  bring 
home  the  bacon,  they  don't 
have  much  time  or  energy 
to  cook  it.  Marks  &  Sparks 
is  happy  to  oblige. 


relationships  with  its  big  customer. 
Recently,  some  new  cotton-viscose 
men's  trousers  proved  slow  movers. 
The  Coats  Viyella  Nottinghamshire 
plant  that  made  them  switched  quick- 
ly to  making  more  corduroy  pants. 
M&s  hiked  the  price  on  the  fast-selling 
cords  to £35  from  £30,  and  shared  the 
extra  profit  with  Coats. 

"On  average,  you  make  as  much 
selling  to  Marks  &  Spencer  as  to 
anyone  else,"  says  Sir  David  Alliance, 
chairman  of  Coats  Viyella.  "But  Pd 
rather  make  less  and  know  the  busi- 
ness is  there,  year  in  and  year  out." 

Like  Americans,  British  consumers 
are  growing  tired  of  cooking  meals 
from  scratch  and  have  taken  to  buying 
prepared  food.  M&S  is  happy  CO  do  the 
preparing  mk\  has  over  the  past  20 


years  built  a  $3.5  billion  food  busi- 
ness. Food,  once  just  an  add-on  in 
store  basements,  has  grown  so  that 
the  company  has  begun  building 
smaller  suburban  stores  selling  only 
food.  It  offers  prepared  versions  of 
such  traditional  British  dishes  as  steak 
and  kidney  pie  and  bread-and-butter 
pudding  as  well  as  Thai  curries,  Chi 
nese  stir-fries  and  chicken  fajitas,  dish 
es  that  reflect  the  lessening  parochial- 
ism of  the  British  consumer. 

Like  any  successful  merchant,  M&S 
listens  carefully  to  its  customers.  It 
theorized  that  some  enjoyed  oranges 
but  hated  peeling  them.  Using  a  tech 
nical  process  the  company  won't  dis 
cuss,  it  now  sells  prepeeled  oranges  A 
pack  of  four  peeled  oranges:  £1.39, 
around  60  cents  each.    That's  about 


twice  the  cost  of  an  unpeeled  orange 
in  a  local  street  market. 

As  with  apparel,  M&s  works  like  a 
senior  partner  with  its  food  suppliers 
until  it  finds  the  right  products.  Small 
batches,  perhaps  10,000  units,  of  a 
new  food  offering  are  shipped  to  M&s' 
busiest  stores.  Within  a  week  the  re- 
sults are  in.  If  a  new  item  sells,  it's 
shipped  to  other  stores.  If  not,  it's 
quickly  dropped.  M&S  tests  around 
600  items  a  year  this  way. 

Abandoning  their  once  bland 
tastes,  British  consumers  are  increas- 
ingly imaginative — and  Marks  & 
Spencer  is  a  bit  ahead  of  them.  It 
tested  guacamole,  and  found  its  cus- 
tomers loved  the  stuff.  Northern 
Foods  now  supplies  M&s  w  ith  genuine 
guacamole  from  its  plant  in  Sheffield, 
about  160  miles  north  of  London. 
Northern  Foods  flies  in  fresh  avoca- 
dos from  Mexico,  blends  them  and 
adds  chili,  garlic  and  the  other  ingre- 
dients in  its  $130  million  Sheffield 
processing  plant,  which  also  makes 
pasta  and  seafood  dishes. 

M&s'  approach  to  prepared  food 
retailing  is  based  on  Britain's  popula- 
tion density,  which  puts  a  market  of 
50  million  relatively  affluent  mouths 
within  an  overnight  truck  drive  of  any 
processing  plant.  M&S  has  the  addi- 
tional advantage  of  stores  well  placed 
in  the  center  of  most  British  cities 
The  only  other  parts  of  the  world  rich 
enough  and  densely  peopled  enough 
to  sustain  a  similar  operation  are 
Western  Europe's  Rhine  valley  and 
the  U.S.  East  Coast,  says  Hasktns  ot 
Northern  Foods. 

Don't,  however,  expect  to  buy  gua- 
camole or  Thai  curry  at  Brooks  Broth 
ers.  Humbled  by  failure  in  Canada, 
M&s  is  moving  cautiously  in  the  U  s 
But  there  may  be  some  M&S  prepared 
food  in  your  future  all  the  same.  Three 
years  ago  M&S  acquired  Kings  Super 
markets,.!  16  store  New  Jersey  chain, 
as  a  platform  from  which  to  experi 
mem  in  the  U.S.  m&s  is  already  open 
ing  stores  at  a  rapid  pace  in  northern 
Europe,  and  seeking  \oo<\  suppliers 
able  to  satisfy  its  exacting  demands 
The   planned    1993   opening  o\   the 
Channel    funnel   promises   to  place 
cities  like  Lille  -\n<\  Brussels  within  a 
tew   hours'  drive  of  M&s  depots  in 

southern  England.  New  York.  New 
Jersey  and  Connecticut  are  further 
down  the  road.  M 
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eans  Business 

THIS  STATE  MEANS  BUSINESS  WHEN  IT  INVITES  COMPANIES 
TO  PROFIT  FROM  ITS  ABILITY 


■fr   B  Y      GREGORY      MATUSKY* 


+  ADVERTISEMENT    2  <■ 


In  This 
Special  Report: 

A  pro-business  attitude 
attracts  corporate  investors 

* 

South  Carolina's  people 
power  helps  companies  profit 

* 

An  ambitious  tax  incentive 

plan  gives  companies 
flexibility  during  start-ups 

* 

South  Carolina's  natural 

resources  provide  raw 

material  for  industry 

* 

Low  construction  and  labor 

costs  help  companies  profit 
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Profit  From   Our  Ability 


AGFA,  the  international  photographic 
and  imaging  giant,  sought  a  headquar- 
ters for  its  North  American  operations. 
The  company  is  investing  $  1 00  million 
in  facilities  in  South  Carolina. 

Hoffman-La  Roche  Inc.  announced 
plans  this  fall  to  form  a  new  pharma- 
ceutical subsidiary  on  a  1 ,400-acre  site 
in  Florence  County,  S.C.  The  facility, 
which  will  house  a  multi-million-dollar 
pharmaceutical  technical  center,  will 
employ  about  100  engineers,  research 
scientists  and  Laboratory  technicians, 
and  up  to  an  additional  100 
administrative  and  support  personnel. 

Companies  like  these  have  relocated 
to  or  built  new  facilities  in  South 
c  arolina  more  than  J.000  nines  since 
the  micW980s. 

These  decisions  were  the  result  ol 
each  company's  careful  investigation  ol 
possible  locations  then  site  selection 
research  revealed  the  cleai  advantages 
ol  doing  business  in  South  (  arolina 

I  ho  state's  rich  blend  ol  talented 
workers,    natural    resources   and 


appealing  location  makes  it  an  ideal 
place  for  any  business  to  grow  and 
prosper.  But  more  than  that.  South 
Carolina  has  a  portfolio  of  tangible 
business-oriented  programs  that  deliver 
real  economic  benefits  to  the  state's 
resident  businesses. 

"We're  proud  of  our  progressive 
business  climate,"  says  South  Carolina 
Governor  Carroll  Campbell.  "In  recent 
years,  South  Carolina  has  enacted  an 
array  of  concrete  pro-business  strate- 
gies, including  job  tax  credits,  the  re- 
duction of  the  corporate  income  tax 
rate  and  the  establishment  of  a  fund 
reserved  for  road  construction  that  has 
an  impact  on  economic  development." 
Corporations  that  do  business  in 
South  Carolina  appreciate  the  state's 
supportive  business  policies.  They  also 
sense  the  state's  open  attitude  toward 
bringing  new  businesses  —  and  new- 
business  people  —  into  its  corporate 
environment. 

"We  make  real  investments  in  at- 
tracting new  business  to  the  state,"  says 
Wayne  L.  Sterling,  director  of  the  South 
Carolina  State  Development  Board  "We 
gel  excited  when  we  learn  of  companies 
that  are  seriously  seeking  a  place  to 
move  to  or  expand  in.  and  we  go  the 
extra  mile  to  accommodate  them." 

Among  the  tools  that  South  Carolina 
uses  to  win  relocation  and  expansion 
agreements  are: 

♦  A  skillful  team  of  aggressive,  sen 
oriented  business  development  c\r 
who  cut  red  tape  and  run  interten 
for  companies  thai  want  to  do  bus. 
in  the  state 

♦  tangible,  hottoindmc  programs,  in- 
cluding dramatic  tax  incentives  and 
state  supported,  coinpam  -s|\vilic  |ob 
training  initiatives  thai  give  busitn 

the  true  competitive  edge  the)  need  to 
prosper 
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POTENTIAL. 


SCANA  is  a  family  of  companies  that  puis  potential  within  reach 

here  in  South  Carolina. 

We  produce  electric  power,  natural  gas  and  oil. 

And  we  deliver  these  resources,  as  well  as  propane,  to  homes, 

businesses  and  industries  in  our  state. 

We  develop  residential,  retail  office  and  industrial  sites  and 

construct  hospitals  and  other  industrial  and  commercial 

manufacturing  facilities. 

We  also  provide  a  major  communications  link  in  the  Southeast. 

And  all  of  that  provides  a  catalyst  for  growth  and  development 

in  our  state. 

We're  the  SCANA  family, 

putting  potential  within  reach. 


SoiTii  Cakoi.ina  Ki.i:crmc<\  (  Ias  Company 

Cakotank,  Inc. 

SCANA  Hydrocarbons,  Inc. 

SCWA  I'ktkoi  i  i  \i  Ki.soi  rci  s.  Inc. 

SoiTii  Cakoi.ina  Pipkuni:  Cokpokation 

MPX  Systkms,  Inc. 

Primf.soith,  Inc. 

Soi hi  Cakoi.ina  Ri:ai.  Ksi  ait:  Dkvki.opmknt  Company,  Inc 


:arolina  29218. 
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Profit  From   Our  Ability 

♦  Policies  that  provide  ready  access  to 
the  region's  natural  resources  and  solid 
infrastructure 

These  incentives  and  others  drew  AGFA 
to  South  Carolina.  The  company's 
primary  criterion  was  to  find  a  location 
that  would  allow  for  the  growth  it 
projected.  It  settled  on  a  site  in  Berkeley 
County. 

"The  state  worked  with  us,  helping 
us  to  determine  that  its  ports  would  be 
able  to  meet  our  transportation  and 
natural  resource  needs,"  says  Erhard 
Rittinghaus,  AGFA'S  president  and 
CEO.  The  state  also  provided  AGFA 
with  a  variety  of  incentives  and 
assistance  in  grants,  employee  training 
and  ensuring  adequate  roads  in  its  area. 

"Making  this  decision  is  a  signifi- 
cant step  for  us,  and  it  is  a  sign  of  our 
commitment  to  the  U.S.  market.  We 
are  making  a  $100  million  investment 
here,  and  we'll  start  by  hiring  250  em- 
ployees. We  need  to  be  in  a  place  where 
we  can  expand,  and  we  are  pleased  with 
all  the  help  we  have  received.  We're 
confident  that  our  decision  to  do  busi- 
ness in  South  Carolina  will  contribute 
to  our  sales  and  profitability." 

PAST    PERFORMANCE 

South  Carolina's  impressive  economic 
growth  record  during  the  past  four 
years  reflects  the  confidence  that  com- 
panies from  around  the  globe  have  in 
the  state's  ability  to  deliver  a  productive 
environment  for  business 

Punng  the  past  Four  years,  South 
c  arolina  has  been  the  site  ol  more  than 
$1]  billion  m  capital  investmeni  Foi 
nev.  locations  and  expanded  facilities 


Additionally,  the  state  has  seen  the 
creation  of  more  than  70,000  new  jobs. 
Almost  3,000  companies  have 
announced  plans  for  new  and  expanding 
business. 

THE  VITAL  SIGNS 

As  the  state's  population  grows  and  its 
diversity  of  employment  broadens,  the 
health  of  South  Carolina's  economy 
provides  a  strong  indication  of  its  ability 
to  sustain  a  competitive  edge  for  its 
resident  businesses. 


South  Carolina  provides 

highly  efficient  and 
cost-effective  access  to 

most  primary  and 
secondary  U.S.  markets. 


Manufacturing,  an  enduring  force  in 
the  state's  economy,  continues  to  pro- 
vide a  strong  economic  base,  account- 
ing for  26%  of  employment  distribu- 
tion. Employment  diversity  is  evidenced 
in  recent  plant  and  facility  investment 
and  expansion  in  the  chemical,  steel, 
rubber,  plastic  and  textile  industries. 

Other  signs  of  South  Carolina's  eco- 
nomic strength  abound. 

For  example,  in  terms  of  foreign 
investment  in  the  state's  businesses. 
South  Carolina  ranks  third  in  the  I   s 
a  measurable  tribute  to  the  state's  inter- 
national reputation 

1  he  state  ranked  tilth  out  of  1 7  states 
evaluated  by  the  Southern  Industrial 
Development  Council  (SIDC)  in  its  1990 
report  on  regional  industrial  growth 

In  the  11th  annual  Manufacturing 
Climates  Study  published  b)  (  hica 
based  research  firm  Gram  rhornton, 


South  Carolina's  manufacturing  climate 
ranked  10th  among  manufacturing- 
intensive  states. 

And,  according  to  a  report  in  Site 
Selection  magazine,  the  state  ranks  sixth 
in  the  U.S.  in  the  number  of  new  manu- 
facturing investments  per  capita  from 
1988-1990. 

ACCESS  TO  THE  ACTION 

South  Carolina  sits  within  a  1 , 000-mile 
radius  of  35  states  and  the  District  of 
Columbia,  as  well  as  70%  of  the  total 
U.S.  population  and  70%  of  total  U.S. 
retail  sales. 

Because  of  its  ideal  location  along 
the  centeroftheEastemseaboard,  South 
Carolina  provides  highly  efficient  and 
cost-effective  access  to  most  primary 
and  secondary  U.S.  markets.  Eight 
commercial  airports  serve  the  state's 
businesses,  and  there  is  more  interstate 
highway  per  square  mile  than  in  any 
other  state. 

Additionally,  three  Atlantic  Coast 


South  Carolina 
Capital  Investment 

(billions) 

11.6  Total 
$12 

$9  — 

2.7 

1990 

— 

CA  

2.9 

1989 

— 

$3 

3.7 

1988 

— 

2.3 

1987 

— 

Source:  South  Carolina 
State  Development 
Board.  1990. 

Over  the  past  four  years,  companies  worldwide 
have  Invested  over  $11  billion  in  new  and 
expanded  facilities  In  South  Carolina. 
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We  fly  one  person  at  a  time 
to  South  Carolina. 

Different  businesses  have  different  needs.  The  same  goes  for  business 

people.  And  at  USAir  we  acknowledge  your  individual  needs.  That's  why 

USAir  and  USAir  Express  offer  you  the  most  flights  to  South  Carolina, 

including  Columbia,  Charleston  and  Greenville/Spartanburg  from  over 

100  cities  daily.  Making  it  easy  for  you  to  be  where  you  need  to  be,  when  you 

need  to  be  there.  And  just  as  easy  for  you  to  get  back  home. 

Every  time  we  fly,  every  mile  of  sky,  everything  we  do,  USAir  begins 

with  you. 

For  reservations  and  information,  call  your  travel 

consultant  or  USAir  at  800-428-4322. 


«o199l  USAir.  Inc. 


USAir  begins  with  you 


USAir 


Electron  gun  technology  may  not 
be  a  household  word . . . 


« 


i/1 


I  : 


*3£T 


rani 


Scientists  explore  the  atomic  world  with  our  electron  microscopes. 


>"* 


■ 


I 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined. 
It  is  involved  in  the  advancement  of  medicine. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  fact,  this  technology  can  be  found  in  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  within 


the  realm  of  the  atomic  world,  our  efforts  here  I 
made  a  profound  impact  upon  science.  EGT  is 
the  reason. 

It  allows  unprecedented  levels  oi  rcsolutior 
extremely  powerful  magnifications     an  eh 
combination  until  now 

We  built  the  world's  most  advanced  electro 
microscope,  Lb  gjve  you  ^n  idea  o!  its  power; 
imagine  discerning  a  cram  ot  sand  on  the  moo 
From  your  back  porch. 

Closer  to  home,  our  dual  focus  1 
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. . .  but  it's  showing  up  in  more  and 
more  households. 


Our  bright  and  vivid  Ultravision  TVs  are  out  of  this  world. 


onsible  for  the  exceptionally  sharp  and  bright 
ges  found  on  Ultravision,  our  super  projection 

ilt's  the  first  television  to  deliver  850  lines  of 
'lution.  An  incredible  feat. 
But  don't  think  of  us  solely  for  electron  gun 
|inology.  We're  a  US$55  billion  international 
ooration*  With  310,000  employees.  And  over 
000  products  —  everything  from  optoelectronic 
grated  circuits  to  electric  shavers. 
Perhaps  more  importantly,  Hitachi  is  synony- 
us  with  outstanding  quality  and  reliability.  ■ 


Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*US$54,872  million;  net  sales  for  the  year  ending  March  31, 1991.  US$1  =  ¥141 

For  more  information  about  Ultravision,  call  toll-free 
1-800-HITACHL  (Applicable  within  U.S.  only) 

0  HITACHI 
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Profit  From  Our  Ability 

ports  and  superior  rail  service  support 
all  activities  associated  with  receiving 
raw  materials  and  shipping  finished 
products  anywhere  in  the  world. 

The  state's  location  at  the  heart  of  a 
major  travel  hub  provides  regional  and 


At  26%,  South  Carolina's  leading  percentage  of 
manufacturing  employment  among  the  South 
Atlantic  states  reflects  Its  strength  as  a  highly 
Industrialized  state. 

national  airlines  with  a  steady  flow  of 
commercial  travelers  and  tourist  traffic. 
"USAir  serves  the  South  Carolina 
cities  of  Myrtle  Beach,  Charleston,  Co- 
lumbia and  Greenville/Spartanburg," 
says  Randall  Malin,  USAir  executive 
vice  president  of  marketing.  "These 
markets  provide  USAir  with  a  balanced 
mix  of  business  and  discretionary  traf- 
fic, thanks  to  the  vibrancy  of  South 
Carolina's  local  business  climate  and 
the  popularity  of  its  tourist  attractions." 

AN  INCENTIVE  TO  INVEST 
IN  SOUTH  CAROLINA 

A  competitive  tax  environment,  invest 

ment  incentives  and  superior  financial 


resources  provide  South  Carolina  busi- 
nesses with  tangible  economic  advan- 
tages. South  Carolina's  tax  structure  is 
one  of  the  most  competitive  in  the 
Southeast.  The  state's  market-driven 
environment  provides  for: 

♦  No  intangible  taxes 

♦  No  local  income  taxes 

♦  No  inventory  taxes 

♦  No  wholesale  sales  taxes 

♦  No  value-added  taxes 

♦  No  unitary  taxes  on  worldwide 
profits 

As  a  result  of  the  state's  initiative  to 
keep  taxes  low,  South  Carolina  ranks 
11th  lowest  among  all  states  in  per 
capita  income  tax  burden. 

To  reduce  corporate  tax  bills,  the 
state  offers  tax  credits  for  new  jobs  and 
investments  in  infrastructure,  as  well  as 
a  five-year  moratorium  on  county 
property  taxes  for  manufacturing, 
distribution,  corporate  headquarters 
and  office  facilities.  Tax  credits  are  also 
available  for  corporate  headquarters 
facilities  as  well  as  for  establishing  or 
operating  child-care  programs. 
Companies  making  large  investments 
have  the  opportunity  to  negotiate  with 
counties  for  a  fee  in  lieu  of  property 
taxes. 

South  Carolina's  responsibility  to  the 
companies  it  does  business  with  ex- 
tends to  helping  them  identify  financial 
resources  required  to  fund  business 
development  and  expansion  The  state  s 
banking  industry,  comprised  of  77 
commercial  banks  with  almost  800 
branch  offices,  has  grown  more  than 
35%  since  1985,  despite  the  effects  of 
the  national  recession 

Also,  capital  resources  for  businesses 
.tie  available  through  various  in\ 
ment  groups,  including  Palmetto  Seed 
Capital  Fund,  Business  Development 


Corporation  of  South  Carolina  and  the 
Private  Investor  Network. 

THE  MOST  IMPORTANT 
RESOURCE:  PEOPLE 

The  profile  of  South  Carolina's  work 

force  is  proof  of  the  state's  ability  to 

continually  put  ambitious,  energetic  and 

educated  people  to  work  for  employers. 

Eighty  percent  of  the  work  force  falls 
between  the  prime  working  ages  of  20 
and  54,  and  64%  of  all  workers  have  12 
or  more  years  of  education. 

When  it  comes  to  job  training.  South 
Carolina  serves  as  a  world-class  role 
model  in  the  application  of  technical 
education  and  training  to  nurture 
economic  development  and  worker 
productivity.  An  innovative  pre- 
employment  training  program  conducts 
training  on  equipment  similar  to  — 
and  often  identical  to  —  the  equipment 
that  companies  will  use  in  their  South 
Carolina  facilities. 

More  than  1,000  manufacturers  in 
South  Carolina  have  taken  advantage  of 
the  low-cost  pre-employment  program. 


South  Carolina's  tax 

structure  is  one 

of  the  most  competitive 

in  the  Southeast. 


including  Michelin,  NCR.  Bene:. 
Robert   Bosch.  Hughes  Aircraft  and 
Hoechst  Celan 

South  Carolina's  right-to-work 
contributes  effectively  to  ensuring  high 
levels  of  worker  productivity  and 
levels  ol  work  stoppage  by  .u: 
issues  such  as  training,  worke 
hiring  practices  and  wages  and  ben< 
before  they  create  labor  unrest  South 


Protecting  the  environment  has 
always  been  a  top  priority  at  Duke  Power. 
Our  first  environmentalist  came  t( )  work 
in  1923.  Today,  we  have  more  than  200 
scientists  and  technicians  working  full- 
time  to  safeguard  the  precious  natural 
resources  of  the  Piedmont  Carolinas. 

That  commitment  to  environ- 
mental excellence 
has  earned  Duke 


Power  dozens  of 


We  Keep  It  Clean, 

Because  You  Never 

Know  Who'll 


awards.  The  National  Wildlife  Federa- 
tion honored  us  with  their  Conservation 
Achievement  Award  —  the  first  ever 
given  to  a  corporation  or  an  electric 
utility  for  its  overall  environmental 
program.  Also,  the  National  Associa- 
tion of  Conservation  Districts  recog- 
nized us  with  their  National  Business 
Conservation  Lead- 
ership Award  for 
"environmental 


efforts  that  set  industry  standards." 
While  we're  proud  of  these 
awards,  we  don't  do  it  for  the  recognition. 
We  do  it  for  the  Carolinas.  Our  alle- 
giance is  to  the  people  who  live  here, 
relocate  here,  and  to  all  the  creatures. 
Even  those  just  dropping  in. 


DUKEPOWER 

Smwtfhyi'k  With  l.i> 


South  Carolina  Proud  Since  1936 

With  more  than  2,500  employees  sharing  an  annual  payroll  that  will 
exceed  $75  million  in  1991,  our  roots  run  deep  in  South  Carolina. 
Our  facilities  spend  almost  $200  million  with  local  suppliers  each 
year,  in  addition  to  $62.5  million  spent  in  1990  for  capital 
improvements.  We  pay  more  than  $10  million  annually  in  state  taxes. 
And  in  1990,  through  grants  from  the  International  Paper  Company 
Foundation,  we  provided  more  than  $57,500  to  educational,  civic, 
health,  and  arts  organizations  throughout  the  state. 

Georgetown  Mill-Georgetown Pulp  &  White  Papers 

Sampit  Lumber  Mill-Georgetown Wood  Products 

Georgetown  Container-Georgetown Corrugated  Container 

Masonite— Sellers Composite  Wood  Products 

Verotec— Bethune Nonwoven  Products 

GCO  Minerals  Co.— Myrtle  Beach Mineral  Exploration  &  Production 

International  Paper  Realty— Hilton  Head Real  Estate  Projects 

Land  &  Timber  Group-Georgetown Land  &  Timber  Mngt.;  Logging  &  Fiber  Supplies 

Supertree  Nursery-Blenheim Genetically  Improved  Tree  Seedlings 

McEwen  Lumber-Greenville,  North  Charleston Uppergrade  Hard  &  Soft  Woods  Distribution 

Coskie  Paper-Greenville,  Columbia Paper  Sales  &  Distribution 

Dillord  Paper-Greenville,  Columbia,  Charleston Paper  Sales  &  Distribution 


INTERNATIONAL 


® 


PAPER 


Businesses  in  South  Carolina 
still  depend  on  fiber  for  their  successes. 


My,  how  times  change. 


South  Carolina's  economy  is  no  longer  solely 
woven  around  textiles.  Today,  its  businesses 
are  diversifed.  Global.  And 
expanding  at  the  speed  of  light. 

Much  of  this  growth  is  tied  to  a 
common  thread:  A  fiber  optic/ 
digital  telecommunications 
network  that's  second  to  none. 

Southern  Bell  has  invested  over 
$1  billion  in  the  past  five  years 
to  develop  South  Carolina's 
advanced  telecommunications 
network. 

The  reliability  of  this  network 
allows  Southern  Bell  business 
customers  to  transmit  voice,  data 
and  video  images  in  a  flash. 

And  Its  availability  makes 
South  Carolina  a  fertile  climate 
for  growth  in  the  global 
Information  Age. 

Southern  Bell 


A  BELLSOUTH  Company 


I     l'M|  Nuillurnmil 


Southern  Bell  and  South  Carolina— the  fabric 
of  technology  and  people  you  can  depend  on. 


Contact  Buddy  Bateman,  Director. 
Economic  IVvelopment,  Box  752, 
Columbia, SG 19101  for  more 
information. 

tlidiy  111  South  ("jrolnu 
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Carolina  ranks  second  lowest  in  the 
nation  for  union  membership  as  a  per- 
centage of  non-agricultural  employment 
(less  than  3.5%). 

The  state's  superior  working  con- 
ditions helped  maintain  one  of  the 
lowest  work-stoppage  rates  in  the  na- 
tion during  the  past  25  years.  For 
example,  from  1978  to  1988,  an  average 
of  only  .01%  of  working  time  in  the 
state  was  lost  as  a  result  of  labor  unrest. 
Rates  across  the  U.S.  ranged  from  .045% 
to  .12%  during  the  same  period.  An 
admirable  average  of  only  .001%  of 
working  time  was  lost  to  labor  unrest 
in  1989. 

Another  company  that  appreciates 
the  quality  of  South  Carolina's  work 
force  is  Food  Lion  Inc.,  a  Salisbury. 
N.C.  food  retailer.  Ninety  of  its  E 
supermarkets  are  in  South  Carolina 

"South  Carolina  encourages  growth . 


South  Carolina  backs  up  Its  commitment  to 
fostering  a  pro-business  economy  by  halptng 
companies  Identify  the  financial  resource*  it 
takes  to  fund  business  development  and 
expansion  protects. 


South  Carolina's  pro- 
ject managers  put  a 
combined  148  years 
of  experience  to  work 
for  prospective 
businesses. 


P 


From  Our  A 


ROFIT  HROM 


BILITY 


We  have  more 
interstate 
highways  per 
square  mile 
than  any 
other  state. 


Our  technical 
education  net- 
work serves  as 
a  role  model  in 
pre-employ- 
ment training. 


Making  the  decision  to  locate  a  new,  or  expand  an  exist- 
ing facility,  is  complicated  and  time  consuming.  You  need 
customized  information— and  you  need  it  quick— to  make 
tough  choices  easier. 

South  Carolina's  proven  ability  to  provide  a  superior  level 
of  support  services  and  location  advantages  makes  your  job 
easier,  and  assures  your  company  of  a  location  where  it  can 
reach  its  greatest  profit  potential. 

To  profit  from  our  ability,  call  Wayne  L.  Sterling,  C.I.D., 
Director,  South  Carolina  State  Development  Board,  toll-free, 
at  1-800-868-7232.  Or  return  the  coupon  below. 


Our  commitment 
to  business  starts 
with  Governor 
Carroll  Campbell 
and  extends  through- 
out the  state  via  our 
local  Allies  Network. 


Profit  From  Our  Ability 


Please  rush  me  a  copy  of  the  SOUTH  CAROLINA  PROFITABILITY  PACKAGE.  Mail  to:  Wayne  L.  Sterling,  C.I.D.,  Director,  South  Carolina 
State  Development  Board,  P.O.  Box  927,  Columbia,  SC  29202. 


Name 


Title 


Address 
Phone  (_ 


City 


.  Company 
State 


Zip 
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and  that  shows  in  the  caliber  of  people 
who  work  for  us,"  says  Mike  Mozingo, 
corporate  communications  manager  for 
Food  Lion.  "South  Carolina's  labor 
policies  contribute  directly  to  the  qual- 
ity of  its  work  force  .Our  800 ,000  square 
foot  food  distribution  center  is  an  ex- 
ample. We  rely  on  our  350  employees 
there  to  distribute  food  to  all  of  our 
stores.  The  center  has  to  operate  effi- 
ciently every  day  of  the  year  —  and  that 
is  all  a  function  of  the  people  who  work 


The  state's  superior  technical  training  programs 
and  educational  opportunities  continually  Inspire 
the  application  of  new  insights  and  ideas  among 
a  technology-driven  work  force. 


there.  The  state's  commitment  to  the 
quality  of  its  work  force  is  a  key  to  our 
ability  to  grow  profitably." 

Food  Lion,  founded  in  1957,  oper- 
ates stores  in  12  slates  and  has  done 
business  in  South  Carolina  for  nearly 
20  years.  In  addition  to  the  employees 
at  the  distribution  center,  Food  Lion 
employs  approximately  50  people  at 
each  of  us  supermarkets 

According  to  Mozingo,  the 
company's  uniform  pricing  policy  — 


which  keeps  prices  in  coastal  tourist 
areas  on  a  par  with  hometown  stores  — 
is  another  factor  in  the  company's  con- 
tinued growth. 

"People  appreciate  value,"  he  says, 
"and  Food  Lion  delivers  value." 


The  state's  abundant 

natural  resources  play  a 

key  role  in  its  dynamic 

and  complex  economy. 


Another  company  that  has  flourished 
in  South  Carolina  is  Fluor  Daniel,  an 
operating  unit  of  Fluor  Corp.  and  one 
of  the  largest  engineering  and 
construction  companies  in  the  world. 

Since  1934,  Fluor  Daniel  has  man- 
aged hundreds  of  projects  from  its 
Greenville,  S.C.  operations  center,  pro- 
viding technical  services  for  projects  all 
over  the  globe. 

"South  Carolina's  progressive  atti- 
tude toward  business,  coupled  with  an 
outstanding  university  system  and  a 
population  with  a  strong  work  ethic, 
makes  this  an  excellent  location  for  a 
diversified  technical  services  company 
like  Fluor  Daniel,"  says  Fluor  Corp. 
Chairman  and  CEO  LesMcCraw.  "And 
since  it's  the  location  of  our  largest 
office,  we  consider  it  very  important 
that  it's  a  great  place  to  live  and  raise  a 
family  as  well." 

NATURAL  RESOURCES 

The  human  contribution  to  South 
Carolina's  growth  as  a  business  center 
is  immeasurable  Bui  the  state's  abun- 
dant natural  resources  plaj  a  ke\  role 
in  us  dynamic  and  complex  economy 
as  well 

South  <-  arolina,  once  an  agricultural 


state,  now  outproduces  agriculture  eight 
to  one  in  industrial  output.  Wood,  pulp 
and  steel  products  abound,  and  the 
growth  in  chemicals,  machinery  and 
apparel  has  been  significant.  The  avail- 
ability of  natural  resources  for  these 
industries  plays  a  major  role  in  the 
profitability  of  resident  businesses. 

Take,  for  instance,  International 
Paper  Co. ,  the  paper  and  pulp  producer. 
The  firm,  which  has  operated  mills  in 
the  state  since  1936,  supports  12 
locations,  a  work  force  of  2,500  people 
and  a  statewide  payroll  of  S75  million. 

The  state's  abundant  forests  provide 
the  raw  material  for  International  Paper's 
products  —  the  company  manages 
384,000  acres  of  land  there.  And  the 
state's  business-oriented  legislative 
policies,  especially  its  effective  land 
management  programs,  are  vital  to 
companies  like  International  Paper. 

"We  have  state  and  local  govern- 
ments that  have  created  a  level  playing 
field  in  South  Carolina,  and  that  is  good 


South  Carolina 
Foreign  Investment 

(billions) 

i 


r 

3.35  billion 


912  mil       — 

1990 


1,114  mil 

1989 


710  mil 

1988 


Source:  South  Carolina 
State  Development 
Board.  1990. 


South  Carolina  attracted  $913  million  in  foreign 
Investment  In  1990.  capping  off  a  tour-year 
Investment  trend  of  $3.35  billion. 


Food  Lion  Celebrates  15  Years 
Of  Growth  In  South  Carolina 


*  ADVERTISEMENT  14  * 


>puth 

Profit  From  Our  Ability 

for  all  businesses,"  says  Roger 
Purrington,  an  International  Paper  mill 
manager.  "Through  the  state's  advisory 
boards,  we  have  the  opportunity  to 
contribute  to  public  policy,  and  to 
communicate  with  a  responsive  and 
receptive  governor  and  state  legisla- 
ture. Also,  we  are  encouraged,  as  are 
other  firms,  by  the  state's  mandate  to 
improve  education  in  the  school  sys- 
tem, especially  in  the  areas  of  technical 
training  and  literacy.  In  today's  labor 
markets,  these  are  critical  considerations 
for  any  growing  company." 

A  SOLID  AND 
SUBSTANTIAL 
INFRASTRUCTURE 

As  far  as  energy,  water  and  telecommu- 
nications are  concerned,  South  Caro- 
lina boasts  superior  resources.- 

The  state's  energy  rates,  for  example, 
are  consistently  competitive  with  —  or 
lower  than  —  rates  in  the  Southeast  as 
well  as  the  entire  United  States. 

"Our  rates  are  based  upon  the  cost  of 
service,  making  us  a  major  asset  to  the 
state  in  its  efforts  to  attract  energy- 
intensive  industries  that  need  our 
economical  energy  rates,"  says  Chuck 
Gunnin,  manager  of  economic 
development  for  Santee  Cooper,  a  state- 
owned  electric  utility  that  provides 
power  to  the  state's  rural  electric 
cooperatives  and  defense  industries. 
"But  our  contribution  to  the  State's 
ei  onomic  development  is  only  pan.  ol 
thestoryol  why  so  man)  <  ompaniesare 

mining  to  South  (  aiolma    1  he  state's 

commitment  to  education,  the  Fact  that 
it  is  a  nght  to  work  state,  the  absence  ol 
an  inventor)  tax  and  the  ability  ol  the 


state  to  create  various  job  training 
incentives  all  count  heavily  in  South 
Carolina's  favor  in  attracting  businesses. 

"Another  major  benefit  of  doing 
business  in  the  state  is  the  strong  allied 
network  of  private  sector  and 
government  professionals  dedicated  to 
making  economic  development  a 
success.  No  resource  is  spared  in  the 
effort." 

The  utility's  transmission  systems 
span  35  of  South  Carolina's  46  counties 
and  provide  power  to  1 5  of  the  state's 
20  rural  electric  cooperatives. 

Another  utility,  Duke  Power  Co., 
works  to  provide  customers  with  in- 
sight into  the  complexities  of  identifying 
and  meeting  their  power  requirements. 

"What  we  offer  to  prospective  and 
existing  customers  is  our  solid  alliance 
with  the  South  Carolina  State 
Development  Board,  and  the  services  of 
our  business  development  executives 
who  make  it  their  business  to  learn 
about  the  needs  of  companies  in  the 
state,"  says  Cecily  Durrett,  manager  of 
customer  communications  at  Duke 
Power  Co.,  which  has  1.6  million 
customers  and  is  the  only  utility  in  the 
state  that  designs,  builds  and  operates 


South  Carolina  offers 

superior  energy,  water 

and  telecommunications 

resources. 


Us  own  power  plants,  "We  know  about 
customers  and  how  they  manufacture 
their  products,  how  they  get  them  out 
the  door  and  what  technologies  aic 
involved." 

Duke  also  provides  customers  w  uh 
much-heeded  perspective  and  advice 


South  Carolina's  ability  to  competitively  supply 
resources,  energy  and  telecommunications 
ensures  the  ongoing  productivity  and  profitability 
of  businesses  operating  in  the  state. 


on  the  new  realm  of  emerging  environ- 
mental regulations  invoking  electro- 
technology. 

"Our  specialists  are  able  to  identify 
cost-cutting  measures  that  support 
new  and  existing  environmental 
regulations,"  says  Durrett.  "We  can 
save  customers  money  even  before  they 
arrive.  Complying  with  these  new- 
regulations  can  be  very  expensive.'' 

Another  company.  Southern  Bell,  is 
helping  South  Carolina's  busim 
surge  forward  into  the  information  age 
Southern  Bell,  a  subsidiarv  of  BellSouth 
Corp.,  provides  local  and  some  long 
distance  telephone  service  in  South 
Carolina,  North  Carolina.  Georgia  and 
Florida. 

The  company  has  invested  more  than 
$1  billion  in  South  Carolina  during  the 
past  live  yeai  and  and  imp: 

its  communications  network  The  result 
is   a   sophisticated,   suie-ol-thi 
telecommunications   network   with 
>8,000  miles  ol  liber  optic  cable 
1 00%  computerized  switching  It  allow  - 
southern  Bell  to  sanstv  nearly  an) 


Michelin  Finds  South  Carolina's 
Pro-Business  Climate  Perfect  For  Its 

All-Weather  Tires. 


For  Michelin,  South 
Carolina's  tax  and 
financial  incentive 
package  stacks  up 
as  one  of  the  most 
competitive  in  the 
Southeast. 


Michelin  has  a  lot  riding  on  South  Carolina. 
Since  1975,  Michelin  has  invested  over  $1.5  billion 
in  South  Carolina.  Michelins  commitment  includes 
four  manufacturing  plants,  its  North  American 
headquarters,  its  R&D  facility,  as  well  as  a  new,  consolidated 
Southeastern  distribution  center. 

All  for  a  simple  reason.  We  have  the  ability  to  provide  the 
elements  necessary  for  growth:  Business  incentives,  like 
negotiated  fees  in  lieu  of  property  taxes.  Outstanding  pre- 
employment  training  and  motivated  workers.  An  integrated 
transportation  network.  Diverse  cultural  and  recreational 
opportunities.  And,  yes,  great  weather  year-round. 

As  Michelin  discovered,  South  Carolina  has  the  ability  to 
help  your  company  find  a  location  where  it  can  reach  its 
greatest  profit  potential. 

Tb  profit  from  our  ability,  call  Wayne  L.  Sterling,  C.I.D., 
Director,  South  Carolina  State  Development  Board,  toll-free  at 
1-800-868-7232.  Or  return  the  coupon  below. 


In  1989,  South 
Carolina  was  the 
only  state  in  the 
nation  to  lower  its 
corporate  income 
tax  rate  to  a  highly 
competitive  5%. 


National 
marketers  like 
Michelin  can  take 
advantage  of 
South  Carolina's 
tax  credit  for  new 
and  expanding 
distribution 


Profit  From  Our  Ability 

Please  rush  me  a  copy  of  the  SOUTH  CAROLINA  PROFITABILITY  PACKAGE. 

Title Company 


Name 

Address 
Phone  (_ 


City 


State 


Zip 


-)- 


Mail  to:  Wayne  L  Sterling,  C.I.D.,  Director,  South  Carolina  State  Development  Board,  P.O.  Box  927,  Columbia,  SC  29202. 
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The  state's  public  research  universities, 
featuring  some  of  the  nation 's  premier  laboratory 
facilities,  training  centers  and  applied 
technology  programs,  give  businesses  the 
opportunity  to  profit  from  the  application  of 
advanced  manufacturing  concepts  and 
techniques. 


telecommunications  need,  from  clear, 
reliable  voice  service  for  residences  to 
high-speed,  high-capacity  data,  voice 
and  video  services  for  businesses. 

"Today's  business  depends  more  and 
more  on  advanced  telecommunica- 
tions," says  Joe  Anderson,  president  of 
Southern  Bell  in  South  Carolina. 
"Southern  Bell's  fiber  optic  digital 
network  ensures  that  South  Carolina 
businesses  maintain  a  competitive 
advantage  in  one  of  their  most  impor- 
tant functions,  the  processing  and 
transfer  of  information." 

AnoiluM  important  factor  for  com- 
panies considering  moving  to  or  ex- 
panding in  South  (  arolina  is  the  cost  ol 
construction.  As  a  result  ol  economic 
development  programs,  construction 
expenses  are  extremel)  competitive  In 


the  Marshall  Swift  Valuation  Service 
Index  of  Construction  Costs,  the  state  is 
ranked  among  the  lowest  in  the  U.S. 
based  on  the  cost  of  materials,  labor, 
real  estate  and  other  factors. 

SCANA  Corp.,  a  Columbia,  S.C.- 
based  holding  company,  aggressively 
pursues  economic  development  op- 
portunities in  the  state.  The  firm,  which 
is  engaged  in  a  variety  of  regulated 
electric  and  gas  utility  and  non-regu- 
lated diversified  businesses,  supports 
an  array  of  economic  development  ef- 
forts. Its  initiatives  range  from  a  grant 
program  for  infrastructure  improve- 
ments to  extensive  education  initiatives 
designed  to  strengthen  South  Carolina's 
educational  system,  work  force  and 
quality  of  life. 

"We've  always  felt  it  was  to  our 
advantage  to  promote  economic 
development  in  our  state,  regardless  of 
whether  or  not  any  of  our  subsidiaries 
profited  directly  from  relocating  or 
expanding  businesses,"  says  Lawrence 
M.  Gressette  Jr.,  SCANA's  chairman, 
president  and  CEO.  "We  have  a  pro- 


growth  philosophy  that's  made 
economic  development  our  goal, 
because  if  we  can  bring  prosperity  to 
even  a  small  community  in  the  state, 
that  growth  contributes  to  the  whole 
state's  overall  well-being.  And  whenever 
South    Carolina    prospers,    every 


As  a  result  of 

economic  development 

programs,  construction 

expenses  are  extremely 

competitive. 


company  here  prospers  —  including 
SCANA." 

One  of  SCANA's  subsidiaries.  South 
Carolina  Electric  and  Gas  (SCE&G). 
the  state's  largest  utility,  delivers 
dependable  energy  at  competitive  rates 
to  two-thirds  of  the  state.  The  utility 
works  with  state  and  local  partners  to 
provide      direct      assistance      to 
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South  Carolina's  superior  transportation  network,  combined  with  rts  strategic  location  on  the 
Eastern  seaboard,  effectively  connects  businesses  with  markets  throughout  the  U.S.  and  around 
the  world. 


COOPERTOOLS 

SAVED  15%  BY 
USING  A  UNIQUE 

TOWER  TOOL 

When  the  hand  tools  division  of  internationally  necognized  Cooper 
Industries  needed  to  cut  energy  costs,  we  lent  them  some  powertools:  the 
members  of  our  Carolina  Power  and  Light  Energy  Engineering  team. 

Ourteam  has  the  expertise  that  CooperTools'  Weller/Wire-Wrap 
^k  ;x  Plant  in  Cheraw,  South  Carolina  needed  to  improve  energy  efficiency 
^^•,  Our  recommendations,  including  downsizing  a  chiller  and  modifying 
^^v  pumps,  resulted  in  an  annual  energy  savings  of  1 5%. 

Our  engineers  experience  in  power  quality  solutions 
and  energ^^^  efficiency  spans  industries  from  pharmaceuticals  and  plastics 
to  fiber  optics^^  Which  means  we  can  handcraft  the  solution  to  almost 
any  company's    ^k.    energy  needs-even  when  that  doesn't  include  elec- 
tricity And  best  of  al[^^v  ourteam's  services  are  always  free. 

To  learn  more^^.  about  our  Energy  Engineering  services  or 
Facility  Location  Assistance  ^^         Program,  just  contact  our  economic 
development  expert  below.     \  /     ^^ Whether  you ' re  looking  for  help 
with  a  startup,  a  relocation  or  an 


expansion,  we'll  use  all  the  tools  at 
our  disposal  to  help  you  save  power 


CP&L 

Carolina  Power  &  Light  Company 


Contact  Joseph  T.  Geddie,  Director,  Economic  Development-South  Carolina,  Carolina  Power  &  Light,  P.O.  Box  100519,  Florence,  S.C.  29501. 

Tel;  (803)  661-41 98.  Fax:  (803)  66 1  -4220. 
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Profit  From  Our  Ability 

communities  interested  in  economic 
development. 

"Our  mission  is  to  be  the  most 
competitive  energy  provider  in  the 
Southeast,"  says  Bruce  D.  Kenyon, 
president  and  COO  of  SCE&G.  "We 
believe  this  goes  far  beyond  just 
providing  the  lowest  cost  for  energy. 
We  believe  that  we  must  provide 
leadership  in  the  strategy-planning 
process  for  rural  communities  to  design 
their  own  blueprint  for  development 
and  to  be  leaders  in  introducing  and 
supporting  innovative  technologies  that 
reduce  customer  cost  and  improve 
product  quality." 


Make  your 

best  move 

to  Atlantic 

Center. 

A  full-service, 
improved,  mixed- 
use  industrial 
center  located  in 

the  heart  of 

South  Carolina's 

Grand  Strand. 


Atlantic  Center 


FOR     I  is    \     SS    AM      N)l   S     RV 


For  More  Information  Contact: 

Santee  Cooper 
Economic  Development 

One  Rlverwood  Drive 

Moncks  Corner,  SC  29461 

1  800  833  7797  •  (803)  761-7010 


A  COMMITMENT  TO 
EDUCATION 

Without  a  strong  commitment  to 

education,  no  business  environment 

can  flourish. 

South  Carolina's  commitment  to 

higher  education  has  made  it  a  national 

leader  in  education  reform.  The  state's 

$1.5  billion  Education  Improvement 

Act  has  resulted  in: 

♦  A  20%  increase  in  students  scoring 
above  average  in  basic  skills 

♦  A  350%  increase  in  the  enrollment  of 
students  in  advanced  placement 
courses 

♦  The  highest  gain  in  the  nation  in 
average  college  entrance  exam  scores 

♦  A  7%  increase  in  college-bound  high 
school  students 

Additionally,  South  Carolina's 
extensive  network  of  research  facilities 
and  universities  includes  30  colleges, 
universities  and  professional  schools  as 
well  as  three  major  public  research 
universities:  University  of  South 
Carolina,  Clemson  University  and 
Medical  University  of  South  Carolina. 

LIVING  THE  GOOD  LIFE 

Although  South  Carolinians  are  dedi- 
cated to  hard  work,  when  it  comes  time 
to  relax,  there  is  no  more  accommodat- 
ing place  in  the  United  States. 

From  the  grandeur  of  the  Blue  Ridge 
Mountains  to  the  hundreds  oi  miles  ol 
beaches  and  coastlines.  South  Carolina 
—  a  state  that  is  two-thirds  forest  —  is 
home  to  residents  who  celebrate  life, 
the  arts,  the  outdoors  and  each  other 
with  a  congenial  spirit  consistent  with 
the  warm  tradition  ol  Southern  heri- 
tage. 

Residents  have  access  to  a  rich  cul- 
tural experience  as  well  rhe  state  boasts 
1 1  symphonies,  L8  dance  companies, 
7  \  community  theaters  and  thousands 


With  more  than  300  courses  across  the  state, 
golf  is  just  one  example  of  the  state's  endless 
array  of  recreational,  cultural  and  natural 
resources  that  add  up  to  a  rich,  rewarding 
quality  of  life  for  South  Carolina  families. 


of  craftsmen  and  artisans  who  contrib- 
ute to  making  the  state  a  unique  place 
to  live  and  work.  As  a  parallel  to  the 
research  and  development  opportuni- 
ties South  Carolina  offers  businesses, 
the  Governor's  School  of  the  Arts  is 
known  nationally  as  an  artistic  incuba- 
tor for  nurturing  young  talent. 

"PROFIT  FROM  OUR 
ABILITY" 

The    motto    of   South    Carolina's 

Development  Board  is  "Profit  From  Our 

Ability." 

"Many  states  may  make  that  offer." 

says  the  Board's  Sterling,  "but  in  South 

Carolina,  we  mean  it    We  play  ball 

When  companies  want  to  do  bus: 

here,  we'll  meet  them  more  than  halt 

waj   with  real,  tangible,  pro-business 

programs  designed  specifically  to  help 

them  grow  and  prosper  here  in  South 

Carolina."'  ■ 


Gregory  Matusky  is  a  business  reporter 
and  writer  based  In  Ardmore,  PA.  He  Is 
the  author  or  co-author  of  four  books  as 
well  as  a  marketing  and  public  relations 
consultant  to  large  and  small  companies. 
Mr.  Matusky's  articles  regularly  appear 
In  national  business  publications. 
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LEADERSHIE  EAENED 
ONEJOBATATIME 


At  Fluor  Daniel,  we're  proud  to  be  a  world 
leader  in  engineering,  construction  and  main- 
tenance services.  Yet  we  never  forget  how  we 
got  here.  One  job  at  a  time. 

Our  mission  is  to  give  our  clients  a  competi- 
tive advantage  in  their  individual  marketplaces 
We  do  this  by  being  uncommonly  responsive 
to  their  specific  needs. 

We  combine  global  capability  with  local 
delivery.  That  means  whatever  the  scope  or 
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unique  demands  of  your  project,  you'll  receive 
the  benefits  of  our  worldwide  resources,  technol- 
ogy and  experience.  Plus  our  commitment  to 
making  your  job  priority  one. 

That's  why  we  provide  more  services  to 
more  industries  in  more  places  than  anyone 
else.  And  why  over  75%  of  our  clients  are  com- 
panies we've  previously  served. 

We'd  like  the  opportunity  to  work  for 
your  company  too.  One  job  at  a  time. 


FLUOR  DANIEL 

3333  Michelson  Drive,  Irvine,  CA  92730  (714)  975-7100    •    100  Fluor  Daniel  Drive,  Greenville,  SC  29607  (803)  298-3500 


SEEN  THROUGH  THE  EYES 
OF  IMAGINATION.  AGFA. 


If  you  can  imagine  it,  it  can  be  done  on  Agfa  film  or  Agfa  electronic  imaging  systems.  Agfa  is  a  worldwide  leader  in  all 
areas  of  imaging  technology,  committed  to  the  U.S.  market. 

We  are  demonstrating  this  commitment  by  breaking  ground  on  a  $100  million  state-of-the-art  finishing  plant  in 
Berkeley  County,  South  Carolina,  to  meet  the  specific  needs  of  our  North  American  customers  in  the  photoprocessing. 
medical  imaging  and  graphic  arts  markets. 

And  with  over  30  other  locations  in  the  United  States,  including  major  research,  development  and  manufactunng 
facilities  in  California,  Massachusetts,  New  Jersey  and  New  York,  Agfa  boasts  sales  of  a  billion  dollars  in  the  U.S.  alone. 

We  can't  wait  for  you  to  see  our  new  plant  in  South  Carolina,  but  for  now  you'll 
have  to  use  your  imagination. 

NOTHING  ESCAPES  AGFA. 


AGFA<£> 


Run  by  activist,  liberal  staff,  the  American  Association 
of  Retired  Persons  ignores  the  conservative  views 
of  its  own  membership  and  pushes  hard  for 
higher  government  spending  and  higher  taxes. 

Strength  from 
its  gray  roots 


By  Janet  Novack 
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AARP  Director  of  Legislation  and  Public  Policy  John  Rother 

"We're  not  here  just  to  report  the  public  opinion  of  members." 


Forbes  ■  November  25,  1991 


Nharly  50%  of  Americans  over  50 
belong  to  the  American  Association 
of  Retired  Persons.  And  the  33-mil- 
lion-member  aarp  claims  to  speak  for 
those  who  don't  just  as  much  as  for 
those  who  sent  their  $5  ($12.50  for 
three  years)  membership  fee,  which 
buys  such  perks  as  aarp's  travel  dis- 
counts and  low-cost  insurance  plans. 

The  claim  of  universal  representa- 
tion is  right  in  the  AARP's  annual 
Internal  Revenue  Service  filing  as  a 
tax-exempt  organization.  The  orga- 
nization "represents  the  interest  of  all 
older  persons."  That  claim  is  open  to 
serious  question,  because  a  lot  of  old- 
er people  disagree  with  aarp's  defini- 
tion of  what's  in  the  best  interest  of 
the  over-50  crowd.  As  an  organiza- 
tion, AARP  stands  for  more  govern- 
ment spending,  government-im- 
posed benefits,  taxes  and  regulation. 

aarp's  lobbying  staff,  headed  by 
Director  of  Legislation  and  Public 
Policy  John  Rother,  has  plenty  of 
muscle  to  put  behind  its  programs. 
The  AARP  had  nearly  $300  million  in 
1990  revenues,  44%  of  it  from  spon- 
sorship of  group  health  insurance  and 
other  services.  Not  the  least  of  its 
strength  comes  from  the  threat  that  it 
can  stir  up  the  grayheads  to  deluge 
Capitol  Hill  with  irate  letters.  AARP 
pushes  its  causes  in  its  glossy  bi- 
monthly magazine,  Modern  Maturity 
(circulation  22  million). 

Rother's  staff  is  heavily  recruited 
from  the  offices  of  liberal  congress- 
men and  interest  groups  that  favor 
more  government  spending.  For  ex- 
ample, James  Butler,  director  of 
AARP/Vote,  a  program  designed  to 
mobilize  elderly  voters,  spent  25  years 
with  the  National  Education  Associa- 
tion. Eight  of  the  22  members  of  the 
aarp's  National  Legislative  Council 
are  retired  teachers;  another  8  are 
other  retired  public  employees.  Both 
the  president-elect  and  vice  president 
of  aarp  are  retired  teachers;  the  orga- 
nization was  founded  in  1958  by  a 
retired  teacher.  Where  are  the  retired 
business  people,  whose  guidance 
could  be  useful?  There  are  a  few,  but 
they're  outnumbered. 

Even  in  defeat  this  activist  core  is 
formidable,  aarp's  staff  suffered  an 
embarrassing  setback  in  Congress  in 
1989  with  the  repeal  of  the  AARP- 
backed  Medicare  Catastrophic  Cov- 
erage Act,  which  expanded  benefits 
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Project  Appleseed  Saved 

Gary  Hellinger  Enough  To  Get 

Into  Big-Time  Boning. 

Gary  Hellinger  had  a  good  idea  that  just  needed  a 
fighting  chance. 

Making  plastic  boxes  seemed  like  a  tremendous 
opportunity.  But  it  meant  expanding  his  Bronx 
plastics  factory  and  he  didn't  think  he  could 
afford  it. 

Fortunately  his  company  Gary  Plastic, 
qualified  for  Project  Appleseed. 

Con  Edison's  program  that  lowers 
^^      electric  and  gas  rates  to  help  busi- 
i     nesses  start,  relocate  or  expand 

in  New  York  City  and  Westchester 
County. 

Project  Appleseed  cut  Hellinger s 
►      electnc  bill  by  30%,  helping  him  to 
expand  his  factory  and  start  a  new  oper- 
ation that  punched  out  100,000  boxes  in 
its  first  year. 

To  find  out  how  we  can  help  make  your 
business  a  contender,  call  John  Manak  at 
(212)  460-4000. 


c-Con 
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PROJECT 


THE  ENERGY  OF  NEW  YORK 


Twentieth  Century 
Vista  Investors 


Average  Annual  Total  Return 
as  of  September  30.  1991* 


53.2 


% 


1  Year 


15.4 


% 


5  Years 


12.9 


Since  inception  (11/25/83) 


Need  we 
say  more? 


Call  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200 

'  Prior  to  8/1/88,  >•  '  /    wen  than  net  IS 

at  1  2  of  1%  less  than  net  asset  value.  Heeause  these  adjustments  have  been  eliminated,  they 
are  not  reflected  in  the  above  data.  Data  quo:,  -■•nuance.  Investment  return 

and  principal  value  will  fluctuate  and  redemption  value  may  be  m  nan  origin,. 

For  more  complete  information  about  Twentieth  Century,  includu  .  nd  opens, 

for  a  free  prospectus.  Please  read  the  prospectus  carefully 


No-Load  Family  of  Funds 
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AARP 

and  levied  an  income  surtax  on  better- 
off  taxpayers  receiving  Medicare.  In 
spite  of  intense  lobbying  by  aart,  the 
measure  was  defeated  by  a  ground 
swell  of  protest  against  the  surtax. 
When  it  comes  to  taxing  and  spend- 
ing, the  aart  staff  seems  clearly  out  of 
step  with  its  dues-paying  members. 

The  organization  has  since  learned 
its  lessons.  For  example,  it  now  op- 
poses any  means  testing  of  the  elderlv 
that  could  be  used  to  require  the 
better-off  to  pay  higher  Medicare  pre- 
miums, the  cause  of  its  earlier  pratfall. 
A^RP's  friends  on  the  far  left  claim  it 
has  become  much  more  cautious 
about  taking  any  position  that  might 
antagonize  the  affluent  elderly. 

Despite  the  setback  in  Congress, 
however,  the  135-person  lobbying 
and  public  affairs  staff  at  A\RP  has  an 
agenda  these  days  that  goes  well  be- 
yond protecting  and  expanding  Social 
Security  and  Medicare  benefits.  In 
Washington,  its  lobbyists  have 
pushed  everything  from  forcing  busi- 
nesses to  offer  family  leave  to  a  re- 
quirement that  banks  offer  special 
low-cost  checking  accounts.  In  state 
capitals,  a\rp  volunteer  lobb\ 
have  pushed  for  tax  hikes  to  finance 
more  social  spending. 

The  a\rt's  top  priority  is  health 
care.  a\RP's  leaders  espouse  a  new 
federal  nursing-home  and  long-term 
care  program  financed  primarily  by 
higher  payroll,  inheritance  and  in- 
come taxes.  But  they  believe  they're 
most  likely  to  get  it  as  part  o\  a  huge 
health  care  reform  package  that  in- 
cludes coverage  for  younger  folks 
without  health  insurance.  a\RT  plans 
to  endorse  its  own  reform  pack 
and  w  ill  trv  to  make  it  an  issue  in  the 
1992  elections.  Who  will  pav-  Tax- 
payers  and  business — meaning, 
course,  consumers,  because  busiru 
especially  small  business,  has  no 
choice  but  to  pass  on  rix 

I  hm  can  an  organization  get  so  out 
of  touch  with  a  membership,  the  ma- 
jority ot  which  has  demonstrated  a 
hearty  dislike  tor  higher  ta\es:  At  k 
40%  of  members  |om  tor  the  bend 
like  cheap  group  auto  insurance  or 
travel  discounts    Only    14%  join  to 
support  its  lobbying  activities.  Sur 
\e\s  show  thai  Americans,  including 
the  elderlv,  are  unwilling  to  shell  out 
to  pay  for  medical  benefits  for  the 
uninsured  A  1990  1  —\cv  found 

For-,    ■  N  15, 1991 


If  you  multiply  this  by  29  billion, 
you  11  begin  to  understand 
our  commitment  to  the  U.S. 


Our  consolidated  balance  sheet  of  more  than 
$29  billion  in  the  United  States  indicates  how 
serious  Union  Bank  of  Switzerland  is  about 
serving  clients  in  this  country. 

So  does  the  fact  that  we  maintain  a  presence  of 
1500  professionals  in  five  American  cities.  Making 
UBS  a  strong  and  growing  force  in  areas  as  diverse 
as  corporate  and  private  banking.  Commercial 
lending  and  securities  trading.  Foreign  exchange 
and  global  asset  management 


At  UBS,  we  did  not  become  one  of  the  world's 
largest  Triple-A  rated  financial  institutions  by 
taking  our  commitments  lightly.  But  by  drawing 
on  our  special  strengths  to  meet  specific  needs  of 
markets  around  the  world. 

Union  Bank  of  Switzerland.  An  international 
bank  that  is  very  serious  about  business  in  the 
United  States.  Ours  and  yours. 


K 


Union  Bank  of  Switzerland,  299  Park  Avenue,  New  York,  NY  10171 

Offices  In  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal 


WE  COVER  THE  WATERFRONT.  ALL  223,000  MILES  OF  IT. 

World  trade  in  goods  and  services  now  surpasses  $4  trillion  annually,  and  the  importers  and  exporters 
whom  the  AIG  Companies  provide  insurance  coverages  touch  virtually  event  coastline  in  the  uvrld.  I 
global  network  consists  of  people  with  deep  understanding  of  the  laws,  regulations,  customs  and  busito 


practices  of  the  countries  in  which  they  work.  As  well  as  local  insurance  markets  and  needs.  That's  why 

( multinational  businesses  can  rely  on  our  people  and  our  services.  In  the  seven  decades  since  our  founding. 

we've  built  a  global  network  in  1 30  countries  andjurisdictions  that  could  not  be  duplicated  today.  At  any  cost. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc..  DepL  A,  7<)  Pine  Street,  New  York,  NY  10270. 


AARP 


Robert  Denz, 
New  Hampshire 
AARP/Vote 
coordinator,  with 
AARP  legislative 
representative 
Catherine  Brousseau 
Democratic 
candidates 
come  courting. 


only  about  a  fourth  of  its  members 
willing  to  pay  more  than  $100  a  year 
extra  to  expand  health  care.  But  aarp 
feels  relatively  free  to  ignore  what  its 
paying  members  think.  Says  aarp's 
John  Rother:  "We're  not  here  just  to 
report  the  public  opinion  of  mem- 
bers. We're  here  to  try  to  solve  some 
problems.  .  .  .  We  try  to  take  on 
something  of  a  leadership  role  and 
say,  'Look  guys,  we've  studied  this 
and  we  have  a  more  educated,  in- 
formed judgment  to  offer  you.'  " 

Doesn't  such  an  approach  risk  driv- 
ing members  away?  Since  most  mem- 
bers apparently  join  for  the  perks, 
that's  not  too  likely.  During  the 
Medicare  Catastrophic  brouhaha, 
only  2,500  members  formally  quit  in 
protest,  claims  Wayne  Haefer,  AARP's 
membership  director.  To  put  that 
surprisingly  tiny  number  in  perspec- 
tive, Haefer  says  about  3.5  million 
members  die  or  let  their  memberships 
lapse  each  year,  to  be  replaced  by  3.5 
million  new  members. 

Henry  Pratt,  a  Wayne  State  Univer 
sity  professor  who  has  studied  the 
gray  lobby  for  20  years,  believes  that 
what  happens  in  aarp  is  much  the 
same  as  in  other  large  organizations. 
Most  members  are  apathetic  and  leave 
things  to  the  activists  and  Staff.  Most 


unhappy  aarp  members  conclude,  he 
says,  "It's  only  $5  a  year.  I  get  some 
benefits.  What  do  I  care,  though  they 
don't  always  speak  for  me."  Thus  the 
aarp  makes  little  pretense  of  being 
democratic.  Only  1  million  members 
belong  to  local  chapters,  only 
400,000  are  considered  "active"  in 
any  real  sense,  and  of  them  only  a 
relative  handful  participate  in  policy 
debates.  The  activists,  Pratt  says, 
"tend  to  be  more  educated  and  liberal 
then  the  typical  aarp  member." 

Even  the  members  who  sit  on 
aarp's  policy  councils  aren't  elected 
by  a  membership  vote.  They  are  se- 
lected by  other  senior  incumbents, 
with  guidance  from  the  staff,  creating 
a  self-perpetuating  bureaucracy. 
Once  a  year  6,000  randomly  chosen 
members  are  polled.  But  by  carefully 
selecting  the  questions,  the  aarp  can 
pretty  much  preselect  the  answers.  In 
1990  members  were  asked  whether 
health  care  .\\k\  protecting  the  envi 
ronment  should  be  AARP  priorities, 
but  not  whether  U.S.  competitiveness 
should  be  a  concern.  The  statf  and  top 
members  don't  feel  bound  by  the 
survey  results  in  any  event. 

Rebuffed  over  catastrophic  medi- 
cal care,  the  wrp  activists  have  shift 
ed  some  pressure  from  Congress  to 


the  states,  where  an  increasing  pro- 
portion of  public  money  is  now  col- 
lected and  spent.  Staffers  and  the 
organization's  leading  lights  are  now- 
spending  considerable  time  and 
money  organizing  senior  activists  in 
state  capitals  and  cultivating  the  gra^ 
roots  support  that  the  AARP  lacked 
during  the  debate  over  catastrophic 
health  care. 

As  part  of  this  grass  roots  campaign, 
AARP/Vote  is  training  hundreds  ot 
elderly  volunteers  to  make  health  care 
a  top  issue  in  the  1^92  elections. 
"We're  trying  to  make  sure  that  ever) 
time  a  candidate  appears  in  a  kitchen, 
a  living  room  or  a  large  and  i  we 

have  people  in  there  asking  are 

you  going  to  k.\o  about  health  care 
reform:'  "  says  Robert  Den/,  the 
New   Hampshire  aarp    \.  di 

nator.  Already,  the  Democratic  prcsi 
dential  contenders  are  making  pil 
grimages  to  his  headquarters  wrp 
claims  that  thanks  to  its  efforts  in 
1988,  halt' the  folks  participating  in 
the  Iowa  caucuses  in  1988  were  met 
50;  this  year  it  is  aiming  higher  still. 

Is  it  any  wonder  that  government 
spending   continues    to    increase    its 
share  of  national  income  in  spite  ot  a 
prettj  clear  message  from  the  \o: 
that  the  trend  has  gone  too  far-      Bl 
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THE  MONEY  MEN 


Arbitragers  have  pretty  well  picked  through  the 
U.S.  options  and  futures  markets.  But  gaping 
opportunities  remain  in  the  Japanese  warrants  market. 

A  three -time 
winner 


By  John  H.  Taylor 

Edward  Thorp  is  the  mathematician 
who  figured  out  a  way  to  beat  the 
casinos  at  blackjack  by  counting 
cards.  As  related  in  his  1962  book 
Beat  the  Dealer,  he  made  a  few  thou- 
sand dollars  before  the  casinos  got 
wise  and  threw  him  out. 

Then  Thorp  turned  his  talents  to 
Wall  Street,  the  subject  of  his  1967 
book  Beat  the  Market.  He  later  de- 
vised elaborate  mathematical  formu- 
las and  computer  algorithms  to  detect 
pricing  inefficiencies  between  stocks 
and  related  securities  like  options, 
warrants,  index  futures  or  convert- 
ibles. He  scored  again. 

With  James  Regan,  Thorp  founded 
Princeton/Newport  Partners,  a 
hedge  fund  specializing  in  derivative 
securities  that  was  one  of  the  first 
investors  to  capitalize  on  discrepan- 
cies between  S&P  futures  and  stock 
prices.  Thorp  and  the  computers  were 
in  Newport  Beach,  Calif.  Regan  and 
the  traders  worked  in  Princeton,  N.J., 
and  with  this  odd  arrangement 
Princeton/Newport  Partners  made 
millions  of  dollars  from  program  arbi- 
trage before  their  techniques  became 
widely  imitated  and  the  easy  money 
was  no  longer  lying  on  the  table. 

Thorp  and  Regan  moved  on  to 
other  arbitrage  schemes,  but  their 
happy  livelihood  ended  one  day  in 
1987,  in  a  raid  by  federal  agents  on 
Regan's  office.  The  raid  turned  up 
evidence  that  Regan  had  "parked" 
warrants  with  other  Wall  Street  firms, 
then  improperly  deducted  resulting 
losses  on  the  hedge  fund's  tax  return. 
Regan  was  convicted  of  racketeering 
and  other  crimes.  Recently  the  rackc 
teering  charges  were  thrown  out  by 
m  appeals  court,  but  they  succeeded 
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in  destroying  Princeton/Newport. 

Thorp  took  his  share  of  the  liqui- 
dated assets  and  set  up  his  own  shop, 
Edward  Thorp  &  Associates,  in  New- 
port Beach.  At  59,  he  seems  to  have 
scored  a  third  time,  now  with  Japa- 
nese warrants. 


Several  hundred  Japanese  firms 
have  issued  warrants  in  recent  years  in 
connection  with  bond  offerings. 
Bond  buyers  get  the  warrants  when 
they  buy  the  bonds.  The  package  is 
very  much  like  a  convertible  bond  in 
the  U.S.,  with  one  difference:  The 
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warrants  are  detachable.  Bondhold 
ers,  uninterested  in  an  equity  kicker, 
dump  the  warrants  on  the  market. 
Result:  A  lot  of  warrants  are  under- 
priced,  way  underpriced  (see  table). 

Thorp  figured  that  if  he  could  iden- 
tify a  diversified  basket  of  substantially 
undervalued  warrants,  he  could  buy 
the  lot,  then  hedge  his  position  by 
shorting  Nikkei  225  index  futures.  A 
neat  piece  of  arbitrage.  If  the  warrants 
are  truly  underpriced  when  he  buys 
them,  they  should  over  time  outper- 
form a  skillfully  chosen  quantity  of 
Nikkei  futures,  whether  the  market 
goes  up  or  down.  There's  no  guaran- 
tee that  this  realignment  will  take 
place  quickly,  of  course.  Perhaps,  for  a 
time,  bondholders  will  dump  still 
more  warrants  on  the  market,  making 
their  prices  even  more  irrationally 
low.  One  of  the  best  payoffs  would 
occur  from  a  devastating  crash,  which 
would  make  all  the  warrants  worthless 


A  sampler  of  cheap  Japanese  warrants 

Company 

Expiration 

Recent 

Strike 

Recent 

Value 

Volatility 

date 

stock 
price 

price 

unit 

warrant 

price 

Japan  Storage  Battery 

8/28/95 

$9.36 

$6.00 

$3.30 

$4.86 

33% 

Kobe  Steel 

10/21/92 

3.66 

4.66 

0.09 

0.25 

35 

Meiji  Milk 

12/27/91 

9.13 

6.05 

2.95 

3.14 

26 

Mitsubishi  Oil 

2/2/93 

9.28 

10.78 

0.80 

1.38 

40 
35 

Nikon 

6/1/93 

7.69 

11.52 

0.21 

0.56 

Noritake 

9/7/93 

10.96 

10.76 

1.43 

2.73 

36 

Toa  Construction 

8/25/93 

6.87 

9.90 

0.29 

0.68 

35 

Toyo  Tire 

1/24/95 

7.57 

4.41 

3.15 

4.14 

39 

Source:  Edward  Thorp  &  Associates. 

Among  the  hundreds  of  Japanese  warrants,  Thorp  identifies 
all  these  as  trading  (fourth  column)  at  substantially 
less  than  their  theoretical  values  (fifth  column). 


Edward  Thorp, 
professional 
bet  hedger 
He's  doing  even 
better  in  Tokyo 
than  he  did  in 
Las  Vegas. 


but  leave  Thorp  with  a  fat  profit  from 
his  short  position  in  the  futures.  An- 
other great  prospect  would  be  for  the 
market  to  explode  upward,  so  Thorp 
would  make  a  killing  on  his  cheap 
warrants. 

Why  not  just  buy  the  warrants,  if 
they  are  so  cheap?  Because  that  would 
be  taking  a  big  chance  on  the  future  of 
the  Japanese  stock  market — and  tak- 
ing big  chances  is  something  that  runs 
against  Thorp's  grain. 

In  the  1970s  Thorp  developed  a 
model  to  value  U.S.  warrants  based 
on  such  variables  as  the  warrant's 
strike  price,  its  time  to  expiration,  the 
interest  rate  on  government  securities 
with  comparable  maturity,  and  the 
dividend  yield,  price  and  volatility  of 
the  underlying  stock.  Later  he  began 
applying  those  same  formulas  to  the 
Japanese  market.  Voila!  He  had  un- 
covered yet  another  obscure  market 
inefficiency,  and  he  moved  to  capital- 
ize on  it.  Says  Steven  Mizusawa,  a  41  - 
year-old  computer  scientist  who  went 
to  work  for  Thorp  right  out  of  college 
in  1973,  "Japanese  warrants  are 
cheaper  than  warrants  or  long-term 
options  for  American  companies  be- 
cause there's  not  enough  demand  to 
price  them  correctly."  Adds  Thorp, 
"If  the  warrants  are  cheap  enough, 
the  tradeoff  between  risk  and  return 
becomes  very  favorable.  And  we  only 
trade  in  the  very  cheap  ones." 


Mizusawa  cites  the  warrants  issued 
by  Japan  Storage  Battery.  The  war- 
rants are  trading  at  the  equivalent  of 
$3.30  per  Battery  share;  they  entitle 
holders  to  buy  shares  at  $6  that  are 
already  trading  at  $9.36.  It's  ridicu- 
lous for  the  warrants  to  be  so  cheap, 
since  they  would  be  worth  $3.36  if 
cashed  in  immediately — and  you 
don't  have  to  cash  them  in  immedi- 
ately. A  smart  arbitrager  would  not 
buy  the  warrants,  exercise  them  and 
immediately  sell  the  stock. 

That  impatient  trade  would  yield 
only  6  cents  a  share  of  profit  (before 
commission  costs).  The  better  strate- 
gy, if  you  could  get  off  a  short  sale, 
would  be  to  buy  the  warrant,  short 
the  common  and  pray  that  the  stock 
collapses  before  Aug.  28,  1995  when 
the  warrant  expires.  That  way  you 
would  have  a  chance  at  making  a  lot 
more  money.  If  the  stock  stood  pat  or 
climbed,  you'd  still  make  6  cents. 

As  it  happens,  the  Japanese  don't 
look  kindly  on  short-selling,  and  it's 
difficult  to  borrow  the  shares  needed 
for  a  trade  like  this.  That's  why  Thorp 
&  Associates  wrap  warrants  into  bun- 
dles that  are  offset  against  the  Nikkei 
futures  trade,  a  short  that  involves  no 
borrowed  shares.  For  every  dollar 
they  invest  in  warrants,  they  short  $3 
to  $4  worth  of  index  futures.  Figuring 
this  hedge  ratio  is  something  you 
need  a  computer  for. 
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We've  put  it  into  practice.  In  schools,  airports,  roads  and  city  halls  all  across  America. 
We're  AMBAC.  And  since  1971  we've  insured  the  bonds  that  local  governments 

rely  on  to  finance  the  basic  public 
services  people  use  every  day 
■"%  ^\  k  11  •"X  pr  ^  ^ct  AMBAC  founded  the 

L/  v^y  I   N  I—    iV  I V^  Ix  L.    municipal  bond  insurance  industry. 

For  municipal  bond 
issuers,  we  help  reduce  interest 
f*^\  k    A  k    A  I  ™T"  k    A  [~  K  I  "T"   costs  and  improve  the  marketability 
V^V^I  V II V  \I    I  /  V  \C  IN    I  •  of  their  bonds  And  for  municipal  bond 
investors,  we  help  protect  their  investment 

Issuers,  investors,  the  municipal  bond  industry  and  people  throughout 
America— what  we  do  has  benefited  them  all  for  the  past  20  years.  Which  is  an 
accomplishment  worth  talking  about 


we  re  aivibal.  Ana  since  iy  / 1  we  ve  msurea 

IN  20  YEARS,  WEVE 
DONE  MORE  _ 
THAN  TALK  ABOUT 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemmn 
One  Stale  Strrrt  Pl.t 


Thorp  has  made  a  12%  return  since 
he  began  trading  in  the  warrants  a 
year  ago.  Not  so  hot  compared  with 
the  s&p  500,  but  this  has  been  a  hot 
year  for  U.S.  stocks  and  a  depressed 
one  for  Japanese  warrants,  because  so 
many  new  ones  were  issued.  "In  Ja- 
pan people  are  more  interested  in 
bonds  than  warrants,  so  they  will  sell 
them  for  whatever  they  can  get," 
Mizusawa  says. 

Thorp's  returns  have  picked  up 
sharply  in  recent  months.  Certainly 
his  past  forays  have  left  him  well  re- 
warded. He  lives  in  a  mansion  over- 
looking the  Pacific  Ocean,  has  a  tennis 
court  and  pool.  Thorp  works  in  the 
morning,  then  takes  the  afternoon  off 
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The  only  way  I  get  an 
edge  is  by  finding  some- 
thing that  larger  players 
like  Goldman,  Sachs  or 
Bear,  Stearns  haven't 
dissected  yet,"  Thorp 
says.  "It  makes  me  work 
a  lot  harder,  but  it's 
exciting  to  always  be 
on  the  cutting  edge  of 
something  new." 


to  jog  and  read  math  texts  or  novels. 

"I'm  trying  to  maximize  my  posi- 
tion in  time,  money  and  health,"  says 
Thorp,  sounding  like  the  math  pro- 
fessor he  used  to  be.  "If  you  do  it  well, 
you  can  use  each  variable  to  enhance 
the  other  two." 

Thorp's  arbitrage  formula  is  not 
riskless.  If  Japanese  stocks  go  no- 
where, the  Nikkei  futures  will  lose 
only  slightly,  while  most  of  the  money 
laid  out  for  the  warrants  will  go  down 
the  drain.  "For  us,  the  key  is  buying 
the  warrants  very  cheaply  and  making 
sure  we  have  a  diversified  portfolio  of 
different  warrants,"  Thorp  says. 

As  with  his  other  strategies,  Thorp 
knows  that  one  day  the  current  pric- 
ing inefficiencies  in  the  Japanese  mar- 
ket will  be  erased.  But  that  doesn't 
depress  him.  "The  only  way  I  get  an 
edge  is  by  finding  something  that 
larger  players  like  Goldman,  Sachs  or 
Bear,  Stearns  haven't  dissected  yet," 
he  says.  "It  makes  me  work  a  lot 
harder,  but  it's  always  challenging 
and  exciting  to  be  on  the  cutting  edge 
of  something  new."  ■■ 
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First  mortgages  from  $200,000  to  2  million+. 

Owners  of  exceptional  properties  command  exceptional  financ- 
ing through  Merrill  Lynch's  PrimeFirst5"1  program: 

•  An  initial  6-month  interest  rate  as  low  as  prime  minus  3/i%* ; 

•  And  interest  rates  as  low  as  prime  minus  l/4%  thereafter* ; 

•  PrimeFirst5™  mortgages  save  thousands  up  front  vs.  banks 
charging  2-3  points; 

•  Interest-only  monthly  payments  for  the  first  10  years,  principal 
amortized  over  the  remaining  term; 

•  Available  for  first  mortgages;  purchase  money  or  cashout 
refinancing; 

•  72-hour  conditional  commitment  on  completed  applications, 
2 1  -day  final  approval . 

You  might  also  be  interested  in  our  Equity  Access®  home  equity  line 
of  credit,  with  100%  deductibility  for  qualifying  interest  expense*  * 

*  Depending  on  mortgage  size.  *  *  Interest  expense  may  not  be  deductible  for  all  taxpayers. 

Consult  with  your  tax  advisor. 

PrimeFirst  mortgage  available  in  AZ,  CA,  CO,  CT,  DE,  FL,  GA,  HI,  IL,  IN,  KY,  MA,  MD,  MI,  NC,  NJ, 
NM  NY,  OH,  PA,  RI,  VA,  VI,  WA,  WV  &  DC.  Financing  made  available  by  Merrill  Lynch  Credit 
Corporation  or  an  affiliated  company,  7751  Belfort  Pkwy,  Jacksonville,  FL  32256.  MLCC  is  a 
Licensed  Mortgage  Banker-NJ  and  NYS  Department  of  Banking.  Illinois  Residential  Mortgage 
Licensee.  AZLicBK10071.  .. 

tsr 


SECONDARY  MORTGAGE  LENDER 


l-800-854-7154,ext.5217 

□  Yes!  Please  send  me  complete  information  and  an  application  for  the  PrimeRrstSM  mortgage. 

□  Please  send  me  information  on  your  Equity  Access®  line  of  credit. 
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Name_ 


Address. 


.City_ 


) 


Home  Phone_L 

Mail  to: 

Merrill  Lynch  Credit  Corporation 

7751  Belfort  Parkway 

Jacksonville,  FL  32256 


©  1991,  Merrill  Lynch  &  Co.,  Inc. 


Business  Phone_L 


.State, 


.Zip. 


5217 


Merrill  Lynch 

A  tradition  of  trust. 


Having  nursed  his  Hutchison  Whampoa  back  to 
robust  health,  Hong  Kong  multibillionaire  Li  Ka-shing 
finds  the  colony  a  bit  confining. 

Li  breaks  out 


By  Andrew  Tanzer 

"Hong  Kong  is  getting  a  bit  small  for 
us,"  says  Simon  Murray,  group  man- 
aging director  of  Hutchison  Wham- 
poa Ltd.  "We  are  starting  to  feel  the 
walls." 

A  sick  company  when  Hong  Kong 
multibillionaire  Li  Ka-shing  took  it 
over  in  1979,  Hutchison  Whampoa  is 
in  the  pink  of  health.  Last  year  it 
earned  $560  million  aftertax  on 
revenues  of  $2.1  billion.  Over 
80%  of  its  profits  were  generat- 
ed by  its  Hong  Kong  opera- 
tions; in  the  face  of  Beijing's 
taking  over  the  colony  in  1997, 
Hutchison  Whampoa  contin- 
ues to  invest  there  so  aggressive- 
ly that  good  investment  oppor- 
tunities are  getting  scarce. 

Already,  Hutchison's  Hong- 
kong Electric  Holdings  affiliate, 
acquired  from  a  Jardine  Mathe- 
son  subsidiary  in  1985,  gener- 
ates all  the  electricity  on  Hong 
Kong  Island.  Together  with  Li 
Ka-shing's  other  property  com- 
panies, Hutchison  builds  30%  of 
Hong  Kong's  private  sector 
apartment  units  each  year.  ■■ 
Hutchison's  Park'N  Shop  chain 
of  supermarkets  and  Watson's  chain 
of  drugstores  enjoy  a  duopoly  in 
Hong  Kong  with  Wellcome  and 
Mannings  retail  outlets,  units  of  Dairy 
Farm,  a  member  of  the  Jardine  group. 

Another  operation,  Hongkong  In- 
ternational Terminals  Ltd.,  60.5% 
owned  by  Hutchison,  is  the  world's 
largest  privately  owned  container  ter 
minal  operator  (Hong  Kong  vies  with 
Singapore  as  the  busiest  container 
port  in  the  world).  Some  200 contain 
er  trucks  pass  through  nil's  gates 
each  hour — over  3  a  minute,  hit, 
which  handles  over  50%  of  Hong 
Kong's  container  traffic,  is  benefiting 
from  the  boom  ill  entrepot  trade  with 
China, 


Inevitably,  there  are  limits  to  fur 
ther  container  port  expansion  in 
Hong  Kong.  Ditto  with  electricity, 
housing  and  grocery  retailing.  So  51  - 
year-old  Murray,  an  affable  English- 
man who  served  in  the  French  For- 
eign Legion  in  the  early  1960s,  is 
turning  the   attention  of  this  rich 


Simon  Murray,  Hutchison  group  managing  director 
Just  the  guy  "driving  the  truck,"  he  says. 


group  (with  $1.5  billion  cash  in  its 
kitty)  overseas  in  search  of  growth. 

In  a  key  move  into  European  con- 
tainer traffic,  Hutchison  in  June  paid 
$152  million  for  a  75%  stake  in  Felix 
stowe,  Britain's  largest  container 
port.  Hutchison  is  also  setting  up 
food  and  drug  retailing  chains  in  Chi 
na,  Taiwan  and  Singapore. 

But   Hutchison's  most  aggressive 
expansion  by  far  is  in  telecommuniea 
tions.     Hutchison      Telephone     and 
Hutchison  Paging,  joint  ventures  be 
gun  in  the  mid  1980s  with  Motorola 
(which  has  a  30%  stake  in  each),  now 
operate  the  networks  mm.\  provide  ser 
vice  for  over  50%  of  Hong  Kong's 
market    for  cellular  telephones   and 


pagers.  The  joint  venture  has  ac- 
quired 20  local  paging  companies  and 
has  over  300,000  pager  customers. 
Intelligently  developed  for  Hong 
Kong's  bustling  commercial  markets, 
the  venture's  beepers  also  give  current 
stock,  gold  and  foreign  exchange 
market  quotes. 

Hong  Kong  already  has  the  world's 
highest  penetration  of  pagers  per  cap- 
ita (more  than  one  per  ten  people) 
and  Asia's  highest  penetration  of  cel- 
lular phones.  Quips  Ravi  Narain,  di- 
rector of  research  at  Hong  Kong's 
Peregrine  Brokerage:  "I  was  at  a  bar 
the  other  day  where  I  saw  more 
phones  than  drinks  on  the  counter." 
Over  the  last  two  years,  Hutchison 
has  become  the  largest  cellular  service 
provider  in  the  U.K,  with  170,000 
subscribers,  partly  through  the  acqui- 
sition of  the  cellular  interests  of 
— ~  companies  such  as  Quadrant, 
Nokia  and  Millicom.  Hutchi 
son  has  also  bought  its  way  to 
the  number  three  position  in 
Australia's  paging  business  and 
now  is  setting  up  paging  opera- 
tions in  Taiwan,  Thailand  and 
Malaysia. 

Hutchison  is  becoming  a  key 
player  in  satellite  TV  broadcast 
ing      (Forbes,       Nov.       11). 
Through  subsidiary  Hutchison 
Telecommunications,   it   owns 
one -third  of  AsiaSat  I,  a  televi 
v_     sion  and  communications  satel 
>cj      lite  whose   footprint   stretches 
from  Egypt  to  Japan.  Cable  & 
Wireless  and  Beijing's  China  In 
ternational  Trust  &  Investment 
Corp.  hold  the  rest  of  this  24 
transponder   satellite     Hutchi 
son  plans  to  launch  AsiaSat  II,  a 
transponder  bird,  in   1994  95    The 
proposed  footprint:  Rome  to  Tat 

Combined,  Li's  tour  publiclv  listed 
companies     Cheung    Kong    i  Hold 
ings),  Hutchison  Whampoa,  t  n 
dish  International  Holdings,  }\i^u\ 
kong   Fleet ric — earned   $1.3   billion 
aftertax  last  year  .\m.\  have  a  snvk 
market  capitalization  of  SI  5  billion, 
15%  of  the  value  of  the  Hong  Kong 

Stock   Exchange.    The   local   Hong 
Kong  press  calls  63  year  old  1  i  "So 
penman,"  .\n>.\  Mum)   lets  do  one 

doubt  who's  calling  the  shots 

"I'm  just  the  gu\  driving  the 
truck,"  he  HV3  "lis  m  the  l\uk. 
telling  me  which  way  to  go."  wm 
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What  kind  of  mark  do  you  want  to  leave  on  the  world? 

Measuring  ones  achievements  against  those  of  the  writer  immortalized  here  can  be  humbling  to  say  the  least. 

Yet,  we  raise  the  question  with  good  reason.  Because  regardless  of  your  calling  in  life  our  vocation  can,  quite 
literally,  help  you  make  your  best  mark.  A  Parker  Duofold  Fountain  Pen  will  not  merely  record  your  thoughts,  but  express 
your  character  in  a  way  other  pens  simply  can't.  Rather  than  offer  you  two  or  three  nib  widths,  we  handcraft  some 
twenty-four,  thus  ensuring  the  right  signature  for  your  handwriting  style.  You  can  also  be  assured  that  a  Parker  nib  will 
never  blotch  your  character  under  any  normal  writing  conditions,  due  to  a  pressure  sensitive  ink  collector  that  even 
prevents  leaks  at  high  altitudes.  And  before  you  make  your  mark,  one  of  our  inspectors  will  have  made  theirs  by 
qualifying  your  Duofold  to  carry  Parker's  lifetime  worldwide  guarantee. 

It  has  been  said  that  living  well  is  the  best  revenge.  Perhaps  it  should  be  writing  well. 


THE  PARKER  DUOfOLD  COLLECTION  RANGES  l\  IKK.I  FROM  M2S  TO  I3S0L  CALL  I80OHEST  FEN  FOR  HOUR  NEAREST  RETAIL  DEALER  OR  1-8O0-522-3021  RORCORPOHATl  INOI  IKIES  ©  ]<wo  PARK!  II  PEN  USA  LIMITED.  JANESVILLK.\U  53547 
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THE       SURPRI 


State-of-the-art  high  resolution  color  displays  for  the  FAA. 


To  detect  wind  shear,  47  Terminal  Doppler  Weather 
Radar  systems  are  being  built  for  the  FAA. 


ED  SKIES  ARE  NOW  3 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 


At  Montreal's  Dorval  Airport,  Raytheon  radar  display  screens  are  used  for  landings  and  takeoff  s. 
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RLD      OF      RAYTHEON 


Norway's  modernized  air  traffic  control  system  will  include 
radars  from  Cossor,  such  as  this  system  in  Geneva. 


Support  services  for  the  U.S.  National  Airspace  System. 


1. 


In  Norway,  Trinidad/Tobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 

skies  safer  than  ever  before. 

The  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modern  Maid. 

It's  Beech  Aircraft  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 

Cedarapids,  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot 

For  more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  Q2173. 
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Socialism  has  collapsed  in  Eastern  Europe,  but  capitalism  and  free  markets 
are  under  attack  right  here  at  home.  What  do  people  want? 

Why  capitalism  hasn't 
won  yet 


Bv  Robert  H.  Nelson 


4w 


W 1 


. 


The  end  of  the  cold  war  is 
supposed  to  mean  the  tri- 
umph of  capitalism  and  the 
tree  market.  Maybe  so,  but 
a  lot  of  Americans  haven't 
gotten  the  message.  They 
sit  still  while  their  various 
governments,  through  rais- 
ing taxes  and  borrowing, 
take  for  state  purposes  a  larger  and 
larger  share  of  the  national  income. 
The  media  applaud  politicians  who 
promise,  in  effect,  to  have  the  govern- 
ment redistribute  wealth  and  income. 
University  of  California  at  Berkeley 
law  professor  Robert  Kagan  puts  it 
this  way:  "American  egalitarians  .  .  . 
have  enjoyed  a  period  of  remarkable 
political  success,  penetrating  the  leg- 
islatures, judiciaries,  law  faculties 
news  media." 

This  antibusincss  mood,  this  firm 
belief  in  government  intervention, 
deeply  colors  the  various  environ 
mentalist  movements.  Christopher 
Manes,  the  environmentalist  author 
of  Green  R.uie.  recently  wrote  that 
saving  the  earth  "will  certainly  entail 
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Americans  and  other  Westerners 

have  lost  that  extraordinary 

optimism  that  prevailed  in 

American  society  at  the 

beginning  of  the  20th  century. 

There  was  broad  agreement  that 

the  elimination  of  poverty  and 

the  provision  of  abundant 

supplies  of  goods  and  services 

would  soon  end  most  of  the 

age-old  problems  of  mankind. 


eradicating  the  relendess 
engine  of  environmental 
decline,  the  multinational 
corporation,  whose  sole 
purpose  is  to  loot  the  earth 
in  search  of  an  annual  re- 
turn on  its  capital." 

This  sense  that  we  need 
those  nice  folks  in  govern 
ment  to  protect  us  from  corporate 
greed  is  reflected  in  legislation  like  the 
Clean  Air  Act  ot  1990.  Although  it 
makes  a  few  bows  to  market  incen- 
tives in  the  acid  rain  program,  the 
300-plus  pages  of  this  act  arc  riddled 
with  detailed  mandates  that  vvil 
die  industry  *ith  an  elaborate  and 
costly  system  of  bureaucratic 
for   the    next   decade    and    bev 
Many  environmental  ob 
have  been  achieved  much  m> 
tivelv  through  market  mcth 

dearly  preferred  ^ 
bureaucratic  SOMOO 

At  the  Kval  level,  jus  the 

federal,  governments 
piling  layers  on  layers  of  n  :i  In 

early  Jul  ;dcnnal  commission 


chaired  by  former  New  Jersey 
governor  Thomas  Kean  re- 
ported that  increasingly  elabo- 
rate and  burdensome  systems 
of  zoning  and  environmental 
controls  were  adding  20%  to 
35%  to  the  cost  of  housing  in 
many  areas.  One  New  Jersey 
project  cited  by  the  commis- 
sion was  required  to  clear  11 
reviews  by  9  separate  agencies, 
including  7  reviews  of  the 
storm  drainage  system  alone. 

So  where,  except  in  the  for- 
mer Iron  Curtain  countries,  is 
the  free  market  really  winning? 

What  has  happened  is  that 
capitalism  has  won  one  great 
debate,  only  to  confront  an- 
other. The  old  controversy 
was  about  efficiency  and  eco- 
nomic growth — whether  capi- 
talism or  socialism  would  be 
more  productive.  Capitalism 
won  that  one  handily. 

But  even  while  capitalism 
was  winning  the  economic  ef- 
ficiency argument,  people 
Were  beginning  to  wonder 
whether  sheer  economic  effi- 
ciency was  what  they  really 
wanted.  During  most  of  the 
20th  century  there  had  been  a 
fundamental  belief  in  the  transform- 
ing powers  of  economic  progress. 
That  optimistic  belief  is  now  eroding. 

Americans  and  other  Westerners 
have  lost  that  extraordinary  optimism 
that  prevailed  in  American  society  at 
the  beginning  of  the  20th  century. 
There  was  broad  agreement  that  the 
elimination  of  poverty  and  the  provi- 
sion of  abundant  supplies  of  goods 
and  services  would  soon  end  most  of 
the  age-old  problems  of  mankind. 
There  would  no  longer  be  warfare, 
theft,  hatred,  jealousy,  because  the 
basis  for  past  human  misbehavior  had 
been  the  scarcity  of  resources  and  the 
resulting  fierce  daily  struggle  merely 
to  survive. 

In  1930  John  Maynard  Keynes 
could  argue  that  economic  progress 
would  rapidly  lead  mankind  "out  of 
the  tunnel  of  economic  necessity  and 
into  daylight."  Mankind,  Keynes 
wrote,  would  then  "return  to  some  of 
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Socialism  failed  to  deliver  either 

the  bacon  or  the  paradise. 

Capitalism  delivered  the  bacon 

but  not  the  paradise.  Hence  so 

much  current  disenchantment 

with  capitalism  even  at  the 

moment  of  its  economic 

triumph. 

the  most  sure  and  certain  principles  of 
religion  and  traditional  virtue — that 
avarice  is  a  vice,  that  the  exaction  of 
usury  is  a  misdemeanor  and  the  love 
of  money  is  detestable." 

Tremendous  material  progress  did 
take  place,  lifting  most  of  the  human 
race  far  above  the  subsistence  level 
where  it  had  stagnated  throughout 
most  of  human  history.  But  material 
progress  didn't  bring  hoped-for  spiri- 
tual progress.  It  brought  the  Holo- 


caust and  conspicuous  con- 
sumption and  wars  instead. 
Indeed,  some  of  the  worst  di- 
sasters occurred  in  a  nation, 
Germany,  that  was  at  the  fore- 
front of  scientific  discovery 
and  was  economically  well  de- 
veloped. Then  the  atom  bomb 
etched  in  many  minds  the  po- 
tentially destructive  powers  of 
technology. 

Good-bye,  then,  to  the  old 
idea  of  progress  as  a  universally 
accepted  goal.  Radical  envi- 
ronmentalism  specifically  re- 
jects progress  and  economic 
efficiency.  But  the  radical  envi- 
ronmentalists aren't  the  only 
ones  rejecting  the  benefits  of 
progress  and  of  economic  effi- 
ciency. Politicians  and  the  me- 
dia decry  the  lopsided  distri- 
bution of  income  that  often 
accompanies  economic  prog- 
ress. You  can't  pick  up  a  novel, 
see  a  play  or  even  watch  televi- 
sion without  being  exposed  to 
thinly  disguised  diatribes 
against  capitalism  as  a  breeder 
of  greed  and  unfairness.  Little 
is  said  about  capitalism  and 
capitalists  as  the  engines  of 
economic  progress. 
What  do  these  rejections  of  eco- 
nomic efficiency  and  progress  have  in 
common?  A  powerful,  if  usually  un- 
stated, religious  dimension.  Capital- 
ism may  be  efficient,  but  it  hasn't 
caught  people's  moral  imagination. 
Which  brings  me  to  the  main  point: 
The  idea  of  economic  progress,  too, 
once  had  religious  underpinnings.  In 
the  U.S.  the  faith  of  the  progressive 
movement  has  been  described  by  his- 
torians as  the  "gospel  of  efficiency." 
A  leading  progressive,  a  founder  in 
1885  of  the  American  Economic  As- 
sociation, Richard  Ely,  wrote  that 
what  we  "learn  about  heaven"  in  the 
Bible  should,  in  fact,  soon  come  to 
apply  "for  this  world."  Economic 
efficiency  was  not  an  end  in  itself  but  a 
means  of  achieving  heaven  on  earth. 
Thus  progress  was  valued  not  for  its 
own  sake  or  because  it  would  put 
more  meat  on  people's  tables,  but 
because  it  would  bring  about  spiritual 
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salvation. 

This  is  not  surprising.  For 
2,000  years,  in  traditionally  re- 
ligious and  then  in  secular  vi- 
sions, Western  civilization  has 
seen  history  as  culminating  in 
a  perfect  existence  in  which  all 
people  live  simple  lives  of  in- 
nocent joy  and  true  harmony 
with  nature.  Selfishness,  class 
distinctions  or  special  privi- 
leges can  have  no  place  here. 
The  powerful  egalitarianism 
that  runs  through  American 
society  has  deep  roots  in  the 
ideals  promoted  by  Western 
religion. 

The  problem  proponents  of 
the  free  market  face  today  is 
this:  how  to  bring  capitalism 
back  into  harmony  with  these 
deeply  embedded  religious 
ideals.  Such  harmony  clearly 
existed  with  Calvinism.  In 
Calvinist  theology  the  elect 
were  already  predestined,  but 
success  in  a  business  or  other 
worldly  calling  constituted  a 
strong  sign  of  being  among 
those  chosen  for  heaven.  The 
practical  result,  as  Max  Weber 
noted  early  in  this  century,  was 
that  "if  that  God,  [in]  Whose 
hand  the  Puritan  sees  ...  all 
the  occurrences  of  life,  shows 
one  of  His  elect  a  chance  of 
profit,  He  must  do  it  with  a  purpose." 
What  a  modern  egalitarian  might  see 
as  "greed,"  a  Calvinist  would  see  as  a 
calling  in  the  service  of  God. 

You  find  a  similar  harmony  be- 
tween free  markets  and  religion  in 
many  18th-  and  19th-century  follow- 
ers of  Adam  Smith.  They  believed  that 
self-interest  was  the  social  equivalent 
of  the  force  of  gravity  in  physics.  By 
allowing  self-interest  free  play,  a  per- 
fect balance  throughout  society 
would  be  attainable,  matching  the 
perfect  equilibrium  of  the  sun,  planets 
and  moons  of  the  solar  system.  There 
would  no  longer  be  any  basis  for  wars, 
hatreds,  thefts  or  other  evils  (social 
"frictions")  now  that  the  true  work- 
ings of  the  Newtonian  mechanism  of 
society  had  been  fully  revealed  and  its 
laws  could  be  perfectly  followed.  No 
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So  capitalism  needs  new  moral 

arguments  and  spiritual 

dimensions  if  it  is  to  endure. 

If  no  such  spiritual  endorsement 

is  forthcoming,  capitalism  could 

end  up  winning  the  war  with 

communism,  but  losing 

the  peace. 

need  to  abolish  self-interest  and  per- 
sonal property  to  attain  the  kingdom 
of  heaven.  In  the  long  run  perfect 
competition  would  drive  out  all  "ex 
cess"  profit,  all  prices  above  legiti 
mate  costs  and  any  special  privileges 
and  advantages. 

In   the   second   half  o(  the    19th 
century,  social  Darwinism  resembled 


Calvinism.  In  social  Darwin 
ism,  the  successful  business- 
man once  again  was  among 
the  chosen,  now  the  central 
agent  in  the  evolutionary 
progress  of  mankind.  Herbert 
Spencer  believed  that  the  end 
result  of  progress  would  be  a 
world  without  government, 
marked  by  altruism  in  individ- 
ual behavior. 

Well,  we  attained  efficiency, 
but  we  didn't  get  heaven  on 
earth.  We  should  not  deceive 
ourselves:  Western  civilization 
is  not  content  with  a  mere 
comfortable  standard  of  liv- 
ing. The  dynamism  of  the 
West,  the  distinctive  spirit  that 
has  transformed  the  world  in 
the  short  space  of  a  few  centu- 
ries, has  reflected  an  insistence 
that  human  existence  must 
serve  a  transcendent  pur- 
pose— if  not  to  achieve  heav- 
en, then  to  achieve  heaved 
on  earth. 

Interestingly  enough, 
Marxism  absorbed  a  similar 
moral  impulse:  Ownership 
by  the  workers  of  the  means 
of  production,  too,  would 
do  away  with  envy  and  con- 
flict and  create  a  kind  o( 
1  earthly  paradise . 

In  the  end,  socialism 
failed  to  deliver  either  the  bacon  or 
the  paradise.  Capitalism  delivered  the 
bacon  but  not  the  paradise.  Hence  so 
much  current  disenchantment  with 
capitalism  even  at  the  moment  ot  its 
economic  triumph. 

A  widespread  sense  that  new  an- 
swers are  needed  helps  to  explain  why 
Pope  John  Paul  ITs  recent  pro 
nouncements  on  economic  and  social 
doctrine  have  been  attracting  v 
much  media  and  other  attention.  As 
recently  as  1987,  the  Tope  had 
seemed  to  be  among  those  who 
doubted  mat  capitalism  could  be  rec- 
onciled with  Christian  values.  In  the 
encyclical  Solltarudo  Rn  Swimtis,  the 
Tope  stated  that  "the  Church's  social 
doctrine  adopts  .i  critical  attitude  to 
ward  both  liberal  capitalism  and 
Marxist  collectivism. M  This  past  M.n  . 
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Longines.  Still  a  Symphony 
of  Elegance  and  Style. 


Music  and  Longines  go  hand  in  hand.  Each,  in  its  own  way, 
a  splendid  marriage  of  art  and  craftsmanship. 

The  Cosmopolitan  wondrously  captures  this  same 
harmonious  balance. 

Stylishly  sleek,  ultra-thin,  Swiss  quartz  with 
a  soft,  sinuous  bracelet  finished  in  18K  gold, 
the  Cosmopolitan  is  truly  a  symphony  of 
elegance  and  style. 
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At  fine 
jewelry  stores 
and  better 
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nationwide. 
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Think  Of  It  As  A  Power 

Tool  For  Business. 


Alabama's  state 

universities  are 

internationally 
recognized 

for  research  in 
areas  such  as 

superconductiv- 
ity, computer 
architecture, 

applied  optics, 
robotics, 

and  biomedical 
engineering. 


The  Alabama  Center  for 
Advanced  Technology  Transfer 

(AC ATT)  helps  bridge  the 
gap  between  kadingedge  devebpers 

of  advanced  technology  and 
small-  to  medium-sized  businesses. 


Alabama  has 

the  only  state-funded 

supercomputer  nctivork 

in  the  U.S.  available 

to  businesses  as 
well  as  to  high  schools 
andunii 


Alabama  is  a 
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been  since  1953. 


Alabama 
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Development 
Training 

(AIDT)will 
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specifications 
at  no  cost 
to  your 
compan 


It'seasy  to  sec  what  makesAlabama  a  .meat  plat  e  to  live.  But  look  beyond 
our  mountains,  lakes,  and  beacjies,  and  you'll  also  find  the  competitive 
advantages  you  need  to  build  a  successful  business.  So  start  laying  the 
groundwork.  Call  L-800-248-0033.  Or  write  to  the  Alabama  Development 
Office,  State  Capitol,  Montgomery,  \1  J61  JO  FAX  1 205 )  242-0486. 
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ttiowever,  especially  after  observing 
the  revolutionary  events  of  1989  in 
|l|Eastern  Europe,  John  Paul  at  least 
I  partially  recanted. 

I  His  recanting  was  by  no  means 
complete.  It  took  place  after  he  met 
last  fall  with  Hendrik  Houthakker, 
Kenneth  Arrow,  Amartya  Sen  and  a 
number  of  other  leading  professional 
economists.  Drawing  on  the  language 
of  economics,  the  Pope,  in  his  newest 
encyclical,  Centesimus  Annus,  speaks 
of  the  many  advantages  of  "the 
mechanisms  of  the  market."  He  states 
'''the  free  market  is  the  most  efficient 
instrument  for  utilizing  resources  and 
effectively  responding  to  needs." 

But  then  come  the  various  hedge 
clauses.  John  Paul  also  contends  that 
in  making  decisions  concerning  con- 
sumer choices,  savings  and  invest- 
ments, the  relevant  factors  are  "truth, 
beauty,  goodness  and  communion 
with  others  for  the  sake  of  common 
growth.  .  .  .  Even  the  decision  to  in- 
vest in  one  place  rather  than  another, 
in  one  productive  sector  rather  than 
another,  is  always  a  moral  and  cultur- 
al choice. " 

In  short,  the  Pope  embraced  the 
free  market.  But  only  up  to  a  point.  In 
that  respect  John  Paul  is  not  at  all  out 
of  tune  with  those  ordinary  people 
who  reject  socialism  but  want  the 
state  to  interfere  in  the  workings  of 
the  free  market  in  ways  that  would 
advance  their  various  values — wheth- 
er they  be  egalitarianism,  environ- 
mentalism  or  whatever. 

Right  now,  free -market  capitalism 
stands  convicted  in  most  people's 
minds  of  the  sins  of  greed  and  lack  of 
compassion.  It  may  be  unrealistic,  but 
people  yearn  and  probably  always  will 
yearn  for  a  system  that  will  give  them 
heaven  on  earth. 

So  capitalism  needs  new  moral  ar- 
guments and  spiritual  dimensions  if  it 
is  to  endure;  efficiency  is  no  longer 
defense  enough.  This  is  more  a  task 
for  the  theologians  than  for  the  econ- 
omists. If  no  such  spiritual  endorse- 
ment is  forthcoming,  capitalism  could 
end  up  winning  the  war  with  commu- 
nism, but  losing  the  peace.  H 

Robert  H.  Nelson  is  an  economist  and  author 
of  Reaching  for  Heaven  on  Earth:  The 
Theological  Meaning  of  Economics,  a  book 
recently  published  by  Rowman  &  Littlefield 
(Lanham,  Md.). 
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Informed  investors  prefer  di- 
versified, relatively  predictable,  low- 
cost  investment  strategies.  And  index 
funds  (which  have  outperformed 
most  actively  managed  funds  over  the 
long  term*),  enjoy  all  three  benefits. 

Vanguard  Index  Trust  offers 
investors  two  portfolios: 

The  500  Portfolio,  which  tracks 
the  performance  of  the  S&P  500. 

The  Extended  Market  Portfolio, 
which  captures  the  performance  of 
medium  and  small  sized  companies  as 
tracked  by  the  Wilshire  4500  Index. 

Minimum  investment  in  this  no- 
load  fund  is  $3,000;  $500  for  IRAs. 

For  an  informative  booklet  on  the 
benefits  of  indexing,  call  or  write  for  a 
Vanguard  Kit  today. 

*SEI  Funds  Evaluation  Services. 
Vanguard  Index  Trust  is  neither  sponsored 
by  nor  affiliated  with  Standard  &  Poor's 
Corporation  or  Wilshire  Associates. 
S&P  500  and  Wilshire  4500  are  unmanaged 
indices. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day  For  A  Free 
Indexing  Information  Kit 

Please  send  me  a  free       l 
booklet  plus  a  Vanguard 
Index  Trust  prospectus 
containing  more  com- 
plete information  on 
expenses  and  distribution 
charges.  I  will  read  it  care- 
fully before  I  invest  or  send 
money. 

Also  send  information  on: 
□  IRA  (71)    DKeogh(70). 

Vanguard  Index  Trust 

P.O.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address. 

City 

Zip 

(40f 


.State. 


.  Phone  . 


FBD1-329 


THrAfeinOTardGROUP 

*^OF  INVESTMENT  OOMR\NIES 


A  hard  core  of  strident  activists  are  harming  the  interests 
of  the  very  people  they  claim  to  represent. 

Promoting 
alienization 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Many  issues  involving  blacks  and 
whites  are  discussed  in  terms  of  the 
unique  historical  relationships  be- 
tween these  two  races  in  the  U.S. 
However,  many  of  the  same  patterns 
found  in  controversies  over  black- 
white  issues  can  also  be  found  in 
controversies  between  other  groups, 
here  or  overseas,  even  when  those 
other  groups  have  no  such  historical 
relationship  as  that  between  black  and 
white  Americans. 

Linda  Chavez  has  just  published  an 
insightful  and  valuable  new  book  on 
Hispanic  Americans  entitled  Out  of 
the  Barrio.  Not  only  does  it  present 
many  eye-opening  facts  about  Mexi- 
can Americans,  Puerto  Ricans  and 
other  groups  with  an  Hispanic  heri- 
tage; the  patterns  it  reveals  tell  us 
something  about  the  whole  race  rela- 
tions industry  as  it  exists  today. 

Miss  Chavez  not  only  distinguishes 
foct  from  myth.  She  distinguishes 
Hispanics  from  the  vocal  activists  who 
speak  in  their  name. 

One  of  the  most  divisive  issues 
concerning  1  lispanic  Americans  is  the 
issue  of  what  language  shall  be  used  to 
educate  their  children.  So-called  "bi 
lingual  education"  provokes  hostile 
emotions  on  both  sides  of  the  issue. 

Many  people  resent  demands  that 


Hispanic  children  be  taught  in  Span- 
ish, and  wonder  why  they  should  be 
demanding  and  receiving  special 
treatment  not  given  to  generations  of 
European  immigrants  who  came  to 
the  U.S.  and  learned  English.  On  the 
other  side,  Hispanic  activists  de- 
nounce English-language  education 
for  Hispanic  children  as  attempts  to 
strip  Spanish -speaking  children  of 
their  heritage,  and  some  have  called  it 
"cultural  genocide." 

As  Miss  Chavez's  book  makes  clear, 
this  controversy  is  wholly  unnecessary 
because  it  is  almost  wholly  over  false 
issues.  Hispanics  are  in  fact  learning 
English,  just  as  European  immigrants 
did  before  them.  Most  second- gener- 
ation Hispanics  are  fluent  in  English 
and  most  third-generation  Hispanics 
speak  only  English. 

What  is  the  shouting  all  about  then? 
Most  of  the  shouting  is  being  done  by 
a  hard  core  of  strident  activists, 
"spokesmen,"  who  have  their  own 
agenda — and  who  have  been  very  suc- 
cessful politically  in  imposing  that 
agenda  in  the  public  schools. 

While  most  Americans  would  ap- 
plaud the  fact  that  Spanish-speaking 
immigrants  and  their  children  are  be- 
coming Americanized  in  speech  and 
culture,  like  others  before  them,  to 
professional  activists  and  ethnic 
"leaders"  this  means  that  their  con- 
stituency is  vanishing  before  their 
eyes — unless  they  can  stop  it. 

So-called  "bilingual  education"  is 
one  of  the  ways  of  stopping  this  natural 
process  of  Americanization.  In  actual 
practice,  it  is  seldom  a  learning  of  two 
languages.  It  typically  makes  only  to 
ken  gestures  tow  aid  teaching  English. 

The  whole  point  of  bilingualism  in 
practice  is  to  teach  Hispanic  children 
in  Spanish  and  to  alienate  them  from 
the  American  society  around  them. 
That  way,  the  activists  mk\  "leaders" 


preserve  their  constituency. 

Like  other  activists  in  other  groups 
they  are  looking  out  for  themselves— 
even  at  the  expense  of  the  people  it 
whose  name  they  speak. 

Linda  Chavez  reports  her  owi 
observations  of  Hispanic  childrei 
speaking  English  among  themselve 
during  lunchtime,  even  though  thev 
are  forced  to  speak  Spanish  during 
their  classes.  She  also  cites  a  large 
scale  government  study  which 
showed  that  two-thirds  of  the  His 
panic  children  enrolled  in  so-callec 
"bilingual"  programs  were  alread\ 
proficient  in  English. 

Yet  they  are  kept  in  such  programs 
for  years,  not  for  their  benefit,  but  foi 
the  benefit  of  someone  else's  agenda. 
Often  they  are  dragged  into  "bilin- 
gual" programs  over  the  objections  ol 
their  parents,  or  parental  acceptance  is 
obtained  through  trickery,  deception 
or  browbeating. 

None  of  this  is  unique  to  Hispanics. 
Maori  children  in  New  Zealand  grow- 
up  speaking  English,  but  Maori  activ- 
ists are  pushing  the  learning  of  the 
Maori  language  in  schools  and  Maon 
separatism  in  college.  A  similar  pat- 
tern is  found  among  aboriginal  activ- 
ists in  Australia. 

As  for  Hispanics  themselves,  their 
progress  in  the  economy  follows  the 
pattern  of  earlier  European  immi- 
grants, while  Hispanic  activists  are 
loudly  promoting  the  ideology  and 
rhetoric  of  victimhood. 

As  Miss  Chavez  points  out,  Mexi- 
can American  men  who  were  born  in 
the  U.S.  are  rapidly  closing  the  eco- 
nomic gap  between  themselves  and 
other  American  men.  Among  those 
proficient  in  English,  the  gap  has 
already  been  closed.  Vet  activists  w  ho 
lump  together  the  recent  immigrants 
from  Mexico  with  native  born  Mc\i 
can  Americans  are  able  to  produce 
statistics  presenting  a  much  gkxMriicr 
picture. 

It  is  sad  enough  w  hen  the  interests 
.u\d  aspirations  of  various  groups  are 
SO  different  that  tensions  .\nd  frictions 
between  them  are  inevitable.  It  is  a 
needless  tragedy  when  a  group,  in 
fundamental  accord  with  the  values 
and  practices  of  their  fellow  Amen 
cans,  nevertheless  experiences  a  polar 
i/ation  brought  on  by  the  words  .\\\d 
deeds  ot"  strident  activists  pursuing 
their  own  agenda.  Hi 
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UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE. 
SUGGESTED  RETAIL  PRICES  FOR  CROSS  WRITING  INSTRUMENTS  FROM  $14.50  TO  $1,000.00 


Not  since  the  heyday  of  takeovers 
has  it  been  so  easy  to  make  big  money 
speculating  in  securities.  This  time 
the  play  is  in  Treasury  bonds. 

Betting  on  a 
weak  economy 


By  Robert  Lenzner 

Once  in  a  great  while  making  big 
money  is  like  shooting  fish  in  a  barrel. 
That's  about  the  only  way  to  describe 
the  odds-on  play  made  by  profession- 
al speculators  from  the  decline  in 
short-term  interest  rates  this  year  It 
was  a  situation  where  the  Fed  left  little 
doubt  that  it  would  loosen  interest 
rates  if  that  was  what  it  would  take  to 
stimulate  the  economy.  With  the 
economy  responding  sluggishly,  fur- 
ther loosening  was  inevitable. 

That  could  mean  only  one  thing: 
that  interest  rates  were  headed  down. 
The  logical  play:  Treasury  securities. 

Investors  like  Leon  Levy  and  Jack 
Nash  of  Odyssey  Partners  played  it  a 
bit  differently.  They  took  a  huge  posi- 
tion in  Eurodollar  futures  contracts. 
This  is  simply  another  way  to  bet  on 
lower  interest  rates,  since  the  futures 
discount  typically  assumes  a  current 
interest  rate.  Eurodollar  futures  have 
the  advantage  of  offering  huge  lever- 
age. Thus,  a  $675  down  payment  in 
the  March  1992  Eurodollar  future 
($1  million)  is  worth  $4,600  today. 

Most  of  the  big  money  played  the 
steep  interest  rate  curve  by  loading  up 
on  short-term  Treasury  notes,  bor- 
rowing the  purchase  price  at  less  cost 
of  money  than  the  Treasury  was  pay 
ing  to  hold  them.  I  low  did  this  work? 
Simple.  By  borrowing  on  extremely 
short  term  in  a  steep  curve,  they  were 
paying  much  less  lor  money  than  they 
were  earning  on  the  Treasury  notes. 
Thus  they  w  ere  able  to  borrow  money 
at  5.75%  in  May  to  buy  Uncle  Sam's 
notes  paying  6.81%.  This  positive 
spread  was  money  in  the  bank  it  the 
notes  didn't  improve  in  price  at  all. 


The  risk  was  that  rates  would  spike  up. 
They  didn't.  The  risk-reward  calculus 
was  weighted  heavily  to  the  reward 
side  once  the  economic  recovery 
started  to  falter. 

To  date,  these  big  players  have 
made  $48.02  on  every  $1,000,  or  $48 
million  on  every  $1  billion,  invested 
in  the  May  two-year  Treasury  issue. 
This  may  not  sound  like  much,  but 
remember:  These  are  highly  lever- 
aged positions.  On  a  position  of  $1 
billion,  easily  financed  with  just  $10 
million  in  margin,  the  profit  would 
have  been  around  $48  million. 

An  eagerness  to  own  Treasury 
notes  may  have  played  a  part  in  the 
Salomon  bond  scandal.  Several  hedge 
funds,  including  Michael  Stein- 
hardt's,  are  under  investigation  for 
possible  collusion  in  trying  to  rig 
Treasury  auctions.  They  insist  that 
their  taking  of  big  positions  was  pure- 
ly a  bet  on  lower  interest  rates  and  that 
they  wanted  all  of  the  notes  they 
could  get.  All  the  facts  are  not  yet  out. 

Loews  Corp.,  controlled  by  the 
Tisch  family,  went  out  a  bit  longer.  Its 
subsidiary,  cna  Financial  Corp.,  load 
ed  up  on  five  year  Treasurys  as  its 
preferred  way  to  play  the  yield  curve. 
Since  it  did  so,  interest  rates  in  this 
maturity  have  fallen  from  7%  to  6  -. 
even  without  Leverage,  the  May  L996 
7%  notes  have  made  $71.50  per 
$1,000  in  the  past  six  months  Win 
five  year  notes  rathei  than  long  term 
bonds5  There  is  far  less  risk  in  the  five 
year  maturities  from  a  sudden  spike  in 
interest  rates.  "1  think  short  term  in 
teres]  rates  could  fall  another  SO  to 
100  basis  points,  ,\nA  we  will  see  the 


benefit  in  the  five-year  maturity  with- 
out taking  too  great  a  risk,"  says 
James  Tisch,  executive  vice  president 
of  Loews. 

The  Fed  was  practically  begging 
the  speculators  to  buy  short-term 
Treasurys  when  it  reduced  the  dis 
count  rate  three  times  and  the  federal 
funds  rate  seven  times  so  far  this  year 
With  that  clear  signal  and  the  limited 
risk  in  Treasury  notes,  leverage  did 
the  rest.  By  putting  up  the  Treasury 
notes  as  collateral,  the  hedge  funds 
were  able  to  borrow  100%  of  the 
purchase  price  from  investment  banks 
that  were  glad  to  finance  their  best 
trading  customers. 

With  leverage,  the  return  on  capital 
is  so  high  as  to  be  almost  impossible  to 
calculate.  As  the  economy  continued 
to  soften,  the  two-year  borrowing 
rate  kept  falling,  piling  leveraged 
profit  on  leveraged  profit. 

Steinhardt  Partners  had  begun 
gorging  on  Treasury  notes  beginning 
in  mid- 1990.  Explains  Michael  Stein- 
hardt in  an  Oct.  10  letter  to  investors: 
"This  was  based  on  our  view  that  the 
economy  was  \\ilnerable  and  that  the 
federal  government  would  have  little 
alternative  other  than  to  reduce  short- 
term  interest  rates."  It  was  the  first 
time  since  1982,  when  Paul  Yolcker 
finally  relented  on  his  interest  rate 
squeeze  and  started  a  bull  market  in 
bonds,  that  Steinhardt  had  gone  long 
on  bonds.  Why?  He  explained  to  his 
investors:  "In  early  1991,  with  the 
successful  conclusion  ot  Operation 
Desert  Storm,  there  were  frequent 
predictions  of  a  vigorous  emergence 
from  the  recession.  We  believed 
those  predictions  to  be  overly  opti 
mistic."  So  in  April  Steinhardt 
bought  a  potload  of  two  year  Trea- 
sury notes;  in  May  he  took  on  anoth 
er  $6  billion  in  the  when  issued  mar 
ket  several  days  prior  to  the  now 
notorious  auction. 

The  flip  side  ofSteinhardt's  bullish 
on  bonds  position  was  a  bearishncss 
on  equities  All  the  time,  he  was  huge 
l\  increasing  short  positions  in  cqui 
ties     mainl)  growth  issues  selling  at 
premium  multiples  to  the  market  a\ 
erages     The   snvk   market   failed   to 
oblige  Steinhardt,  but  the  gain 
U\ eraged  rrcasurj s  w ere  s> >  spectacu 
larrj    greater    than    the    losses    from 
shorting  stocks  that  Steinhardt  Part 
nets  still  had  made  cams  of 32  1 
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Ine  $500   miilion  Steinhardt  fund 
rough  Oct.  10. 

Some  Steinhardt  investors  who 
»cnefited  from  this  investment  coup 
re  Jack  Dreyfus,  the  retired  founder 
>f  the  Dreyfus  mutual  fund  empire, 
Sruce  Kovner,  the  general  partner  of 
axton  Corp.,  who  has  a  $5  million 
>articipation,  William  Salomon, 
former  managing  partner  at  Salo- 
non  Brothers,  and  Thomas  Strauss, 
he  defrocked  president  of  Salomon. 
The  spring  Treasury  auctions  also 
aw  Caxton  Corp.,  the  in- 
estment  partnership  man- 
ged  by  Bruce  Kovner, 
uilding  a  position  in  Trea- 
urys  believed  to  total  $25 
illion.  In  May  another  big 
layer — other  than  Stein  - 
ardt — was  Quantum 

:i  Fund,  an  offshore  partner- 
hip  managed  by  George 
i^  Soros,       which       bought 
$4,287  billion  (in  addition 
to  the  $9.3  billion  it  was 
ong  at  year-end  1990). 

However,  Julian  Robert- 
son's Tiger  Management 
did  not  cover  itself  with 
glory.  Tiger  took  $1.5  bil- 
lion of  the  May  auction, 
but  stupidly  sold  its  entire 
position  back  to  Salomon 
for  a  slight  profit  before  it 
had  to  pay  for  the  notes  on 
settlement  day.  Salomon 
had  taken  $4.2  billion  of 
the  issue  for  its  own  posi- 
tion. Thus  Salomon  and  its 
clients,  including  Stein- 
hardt, Quantum  and  Ti-  HMB 
ger,  bought  94%  of  a  single 
Treasury  issue,  which  led  to  the  on- 
going investigation. 

By  early  November  the  game  had 
cooled  down  a  bit.  With  bond  prices 
up,  yields  were  down.  Hedge  funds 
and  dealers  now  had  to  pay  about  5% 
to  borrow  money  on  their  positions — 
but  earned  only  5.51%,  or  50  basis 
points  more,t>y  owning  the  two-year 
notes.  Still,  the  stumbling  recovery, 
with  sagging  consumer  confidence 
and  slowing  sales  of  new  homes,  sug- 
gests that  the  Fed  may  well  present 
ythe  note  holders  with  another  50- 
basis-point  cut  in  the  discount  rate, 
which  would  push  it  below  5%  for  the 
first  time  since  1973.  Though  the  easy 
money  has  been  made,  there  are  still 


plenty  of  bears  on  the  economy  who 
are  bulls  on  the  short-term  interest 
rate  plays. 

Odyssey  Partners  continues  to  play 
the  decline  in  interest  rates  with  Euro- 
dollar futures  and  options  as  well  as 
with  long  positions  in  Treasurys.  Eu- 
rodollar contracts  are  a  sensitive  ba- 
rometer of  U.S.  interest  rates.  Open 
interest  in  Eurodollar  futures  has  hov- 
ered around  a  record  level  of  1  million 
contracts — which  is  the  equivalent  of 
$1  trillion. 


Fund  manager  Michael  Steinhardt 

Why  he  went  long  on  bonds  for  the  first  time  since  1982. 


Ever  since  mid- 1990  Odyssey  has 
been  betting  on  a  "contained 
depression."  The  phrase  was  used  by 
S  Jay  Levy  and  David  Levy,  two 
economists  associated  with  the  Je- 
rome Levy  Economics  Institute  of 
Bard  College.  Containing  the  de- 
pression means,  among  other  things, 
that  the  Fed  must  lower  interest 
rates.  Jay  is  brother  and  David  neph- 
ew to  Leon  Levy,  whose  Odyssey 
Partners  profited  so  handsomely 
from  these  predictions.  Jay  Levy's 
prediction  was  based  on  his  expecta- 
tion that  nonresidential  construction 
capital  expenditures  will  decline  for 
two  or  three  more  years,  while  the 
nation's  banks  face  problems  that 


can't  be  resolved  for  at  least  another 
three  years. 

Odyssey  rode  the  Eurodollar  fu- 
tures up  and  began  taking  profits,  but 
instead  of  closing  out,  it  made  a  fur- 
ther play,  rolling  its  money  over  to 
more  distant  contracts,  which  were 
selling  at  a  substantial  discount  to  the 
current  market  yields.  What  made  the 
play  special  was  the  big  gap  between 
the  spot  90-day  Eurodollar  futures 
contract,  which  trades  at  a  5.18% 
yield,  and  the  December  1992  con- 
tract, which  sells  at  a  yield 
of  6. 1 3%.  Levy  decided  that 
this  gap  was  way  too  high 
and  would  be  closed,  giving 
him  a  double  play,  one  on 
interest  rates,  the  other  on 
the  spread  between  the  two 
futures. 

Since  mid- 1990,  in  fact, 
Eurodollars  have  been  a 
double  play.  The  spot  price 
of  futures  contracts  rose  as 
interest  rates  declined;  but 
the  prices  of  the  distant 
futures  contracts  rose  even 
more  to  catch  up  with  the 
cash  market. 

After  a  great  run  in  the 
futures  market,  Jay  and 
David  Levy  now  look  to 
options  as  well  as  futures 
contracts,  both  of  which 
trade  on  the  Chicago  Mer- 
cantile Exchange.  The  op- 
tions are  attractive  because 
the  premium  required  to 
purchase  them  is  still  less 
than  the  discount  available 
in  the  futures  market. 
That  means  that  if  inter- 
est rates  only  stay  even,  Odyssey  fig- 
ures its  bet  is  in  the  money  already.  If 
interest  rates  go  up?  Using  options 
instead  of  contracts  avoids  the  danger 
of  margin  calls  should  interest  rates 
pop  momentarily,  as  they  did  when  a 
tax  cut  proposal  was  floated  in  Con- 
gress recently.  Already,  Odyssey  has 
seen  an  $875  option  on  the  March 
1992  Eurodollar  call  become  worth 
$3,800. 

What  now?  Levy  still  thinks  the 
overload  of  debt  will  continue  to  de- 
press the  economy.  He  says,  "I  think 
the  chances  of  interest  rates'  being 
lower  in  December  1992  are  3-to-l, 
because  the  economy  is  not  going  to 
improve."  M 
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STATISTICAL  SPOTLIGHT 


One  way  to  invest  conservatively  is  to  put  some  of  your 
portfolio  in  cash  equivalents,  like  Treasury  bills.  Another 
is  to  buy  into  companies  that  do  that  for  you. 

Fort  Knox  stocks 


By  Eric  S.  Hardy 

With  the  stock  market — as  mea- 
sured by  the  Barra  All-US  index — 
trading  at  a  high  25  times  earnings, 
conservative  investors  are  looking  for 
defensive  maneuvers.  One  is  to  move 
some  money  out  of  stocks  and  into  a 
cash  holding,  such  as  U.S.  Treasury 
bills.  Another  is  to  buy  into  a  fund 
with  a  large  cash  position,  such  as  the 
Charles  Allmon  Trust.  Yet  another  is 
to  buy  stocks  of  companies  that  are 
sitting  on  piles  of  cash.  The  table 
shows  15  of  these. 

Some  of  the  companies  look  like 
Fort  Knox.  Virtually  debt- free  pres- 
sure cooker  maker  National  Presto 
Industries  currently  trades  at  55  and 
has  $26  a  share  in  cash.  Buying  a  share 


of  National  Presto  is  similar  to  putting 
$26  in  the  bank  and  buying  into  an 
appliance  firm  at  $29.  Without  the 
cash,  the  appliance  company  would 
be  earning  about  $3.25  a  year,  so  it's 
going  for  a  fairly  cheap  nine  times 
business  earnings. 

Cash  has  always  been  a  favorite 
balance  sheet  entry  for  value  inves- 
tors. "If  a  company  has,  say,  $10  per 
share  in  cash,  we  don't  have  to  worry 
about  valuing  that  asset,"  says  Wil- 
liam Miller,  manager  of  the  $700 
million  Legg  Mason  Value  Trust 
fund.  Miller  likes  strong  balance 
sheets  and  healthy  free  cash  flow — 
aftertax  earnings  plus  depreciation, 
less  necessary  capital  expenditures.  An 


example  of  a  stock  that  has  lots  of  casl 
and  free  cash  flow  is  Kroger  Co., 
supermarket  operator. 

One  problem  with  a  cash  hoard 
double  taxation.  Currently  trading  a 
27  a  share,  Weis  Markets,  a  chain  o 
119    supermarkets    in    mid-Atlantii 
states,  sells  for  14  times  latest  12 
month  earnings  and  has  $9  in  cash  pe 
share.  Weis  pays  corporate  tax  on  the 
earnings,  then  pays  out  a  dividenc 
(currently  64  cents,  for  a  yield  o 
2.4%)  to  its  shareholders,  who  pa\, 
another  income  tax.  Offsetting  the 
double  tax  penalty  is  the  possibility 
that  the  corporation  will  be  able  to  use. 
the  cash  strategically — by  expanding 
or  buying  distressed  assets  at  an  op-, 
portune  time,  when  its  competitors 
are  strapped. 

We  screened  the  Value  Line  Invest- 
ment Survey  database  of  2,500  stocks 
for  companies  with  net  cash  per  share 
(which  we  define  as  cash  and  cash 
equivalents  less  total  debt)  of  at  least 
15%  of  the  share  price.  We  dropped 
companies  that  do  not  pay  a  dividend 
or  that  lost  money  during  the  latest  1 2 
months.  We  also  eliminated  financial 
and  foreign  companies,  utilities  and 
issues  priced  under  S5.  !■ 


Money  in  the  bank 


Company/business 


Apple  Computer/computers 
Avnet/wholesale  electronics 
Bassett  Furniture/home  furnishings 
Boeing/aerospace 
Chemed/chemicals 


Recent 
price 

51% 

25Vfc 
33V4 
49V4 
24Vs 


-Net  cash  per  share1— 
amount  % 

of  price 


Earnings  per  share 

1991  1992  latest 

estimate      estimate     12  months 


$8.97 
4.03 
8.96 
8.14 
8.25 


17% 

16 

27 

16 

34 


$4.09* 
1.84* 
2.23 
4.50 
1.02 


NA 

$2.185 

2.72 

4.91 

1.25 


$3.74 
1.54 
2.07 
4.31 
5.003 


Latest 

12-month 

P/E 

13.8 
16.3 
16.1 
11.4 
4.8 


Current 
yield2 

0.9% 

2.4 

3.0 

2.0 

8.1 


Price 


3.4 
1.1 
1.0 
2.3 
1.7 


CPI/photography 

267/s 

5.78 

22 

2.25 

2.60 

2.16 

12.4 

2.1 

2.6 

Deb  Shops/women's  apparel  stores 

10 

3.57 

36 

0.84 

1.03 

0.81 

12.3 

2.0 

1.6 

Fab  Industries/textiles 

29Y4 

6.10 

20 

2.45 

2.70 

2.27 

13.1 

1.3 

1.8 

Helmerich  &  Payne/oilfield  services 

21% 

3.56 

16 

0.88 

1.00 

1.22 

17.8 

2.1 

1.1 

Kimball  International/home  furnishings 

20% 

4.55 

22 

1.65* 

NA 

1.41 

14.5 

3.3 

1.7 

National  Presto  Industries/small  appliances 

547/e 

26.09 

48 

4.02 

4.13 

4.31 

12.7 

2.9 

1.9 

Newport/precision  instruments 

9% 

3.32 

36 

0.604 

NA 

0.51 

17.9 

1.8 

1.0 

SafeCard  Services/credit  card  loss  protection 

91/4 

3.12 

34 

1.09 

1.27 

1.05 

8.8 

1.6 

1.8 

Tecumseh  Products/compressors,  pumps 

98 

30.62 

31 

5.10 

6.70 

6.14 

16.0 

3.3 

0.8 

Weis  Markets/supermarkets 

27 

9.11 

34 

1.95 

2.10 

1.91 

14.1 

2.4 

1.9 

'Cash  and  cash  equivalents  per  share  less  short-term  and  long-term  debt.    'Excludes  special  dividends,    includes  gam  of  $4.14  from  discontinued 
operations.    4For  fiscal  1992.    5For  fiscal  1993.     NA:  Fiscal  1993  estimate  is  not  available. 
Sources:  Value  Line  Database  Survey;  Institutional  Brokers  Estimate  System  via  Lotus  One  Source. 

These  companies  have  large  net  cash  positions — the  very  opposite  of  leverage.  In  addition, 
all  these  companies  are  profitable  and  are  currently  paying  a  dividend.  That  should  make 
their  stocks  a  little  less  dangerous  in  a  bear  market. 
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;hicago  department  store  heir  Marshall  Field  V  is 
liquidating  much  of  his  business  empire.  Just  as  well 
it  has  caused  him  lots  of  grief. 


oing  out 
f  business? 


I 


|By  Gary  Slutsker 

In  his  downtown  Chicago  office,  30 
floors  above  the  city,  Marshall  Field 
V,  50,  sits  beneath  portraits  of  the 
Marshall  Fields  I,  II,  III  and  IV. 
"They  seem  to  be  speaking  to  him," 
says  an  acquaintance:  "They're  say- 
ing: 'Don't  blow  it,  Marshall.  Don't 
lose  the  fortune.'  " 

Despite  those  ghostly  voices,  what 
was  once  one  of  the  great  American 
fortunes  has  dwindled  seriously.  Mar- 
shall Field  has  been  selling  off  assets  of 
privately  held  Field  Corp.  in  an  appar- 
ent attempt  to  raise  cash.  He  needs 
the  cash  to  bail  out  his  heavily  lever- 
aged real  estate  development  firm, 
Cabot,  Cabot  &  Forbes.  Field  has 
already  sold  media  properties,  includ- 
ing encyclopedia  publishers  Funk  & 
Wagnalls  and  Field  Publications,  pub- 
lisher of  the  grade -school  tabloid  My 
Weekly  Reader,  at  a  profit. 

The  time  for  selling  the  media 
properties  was  hardly  of  his  choosing, 
since  the  market  for  them  has  been 
the  weakest  in  years.  He  has  put  up  for 
sale  Muzak,  the  background  music 
outfit.  A  few  months  ago  Field  closed 
La  Foret,  his  elegant  and  expensive 
restaurant  in  his  hometown  of  Lake 
Forest,  111. 

Field  wouldn't  talk  with  Forbes. 
Lee  Mitchell  would.  Mitchell,  a  law- 
yer who  is  president  of  Field  Corp., 
puts  the  best  face  possible  on  the 
liquidations.  Mitchell  says  the  family 
has  simply  grown  more  conservative. 
"They  want  to  be  passive  investors 
and  invest  principally  in  stocks  and 
bonds,"  Mitchell  says. 

A  confidential  restructuring  plan, 
sent  to  creditors  and  obtained  by 
Forbes,  tells  a  different  story.  It 
shows  that  Field  and  the  Field  family 


Marshall  Field  V 
Is  this  the  best 
of  all  times  to  be 
selling  media  properties 
and  real  estate? 


trusts  stand  to  lose  $64  million  they 
invested  in  Cabot,  Cabot  &  Forbes. 
Beyond  that,  Field  and  the  trusts  have 
guaranteed  bank  loans  and  given 
notes  to  Cabot  and  former  employees 
that  could  run  into  additional  tens  of 
millions  of  dollars. 

What  must  particularly  gall  Field  is 
the  fact  that  he  is  winding  down  his 


business  empire  at  the  same  time  that 
his  bearded  half-brother,  Frederick 
(Ted)  Field,  has  been  flourishing.  A 
onetime  race  car  driver,  the  maverick 
Ted  Field  has  been  minting  money  in 
Hollywood.  The  two  split  up  seven 
years  ago,  forcing  the  liquidation  of 
Field  Enterprises,  owner  of  the  Chica- 
go Sun-Times,  World  Book  Encyclo- 
pedia and  other  properties. 

Ted  used  his  share  of  the  estimated 
$520  million  proceeds  to  become  a 
successful  movie  producer  (Three 
Men  and  a  Baby,  Bill  and  Ted's  Excel- 
lent Adventure).  Today  he  may  be 
worth  upwards  of  $700  million — 
much  more  than  Marshall  V's  shrunk- 
en fortune. 

Marshall  Field  is  farirom  being  the 
only  rich  man  done  in  By  the  current 
real  estate  collapse.  Cabot,  Cabot  & 
Forbes  is  an  old-line  Boston  property 
developer  that  was  part  of  the  original 
Field  Enterprises.  The  real  estate  firm, 
with  offices  and  interests  stretching 
from  Boston  to  Los  Angeles  and  from 
Orlando  to  Seattle,  has  brought  both 
losses  and  embarrassment.  Beyond 
the  troubles  afflicting  everyone  in  real 
estate,  Cabot,  Cabot  &  Forbes  clearly 
suffered  from  bad  management. 

One  of  the  most  embarrassing  ex- 
amples concerns  a  24 -acre  parcel  of 
land  in  South  Boston.  Cabot  claimed 
to  own  the  parcel,  but  another  devel- 
oper, Boston's  McCourt  Co.,  claimed 
to  have  valid  tide  to  the  property. 
After  a  six-year  legal  battle,  Cabot  lost 
the  case  and  was  reprimanded  by  the 
judge  for  having  double-crossed 
McCourt  Co. 

Determined  to  get  a  better  grip  on 
Cabot  and  make  the  firm  more  effi- 
cient, in  April  1989  Field  replaced  its 
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Marshall  Field  V 


Field  at  Art  Institute 
of  Chicago  with 
director  James 
Wood  (right)  and 
investment  banker 
Stanley  Freehling 
"Nobody  cares  if 
somebody  dies 
with  a  billion 
dollars." 


president  with  Michael  Rushman, 
Cabot's  general  counsel.  Rushman 
went  right  to  work,  reducing  start" in 
Cabot  offices  around  the  country  and 
tiring  executives  in  Boston.  But  with 
in  a  few  weeks  the  trustees  tor  the 
Field  family  trusts  decided  that  Rush 
man  was  creating  too  much  turmoil. 

Overruling  Field,  the  trustees  took 
nutters  into  their  own  hands  and 
dumped  Rushman  This  was  a  person 
al  setback  for  Field,  since  the  trustees 
included  John  Pirovano,  Field's 
roommate  at  Harvard,  whose  full- 
time  job  is  managing  the  family  trusts, 
and  Royall  Victor,  a  retired  partner  al 
field's  principal  law  firm,  Cravath, 
Swainc  ^  Moore. 

The  trustees  next  replaced   Rush 


man  with  Paul  Taylor,  a  partner 
Lazard  Freres'  real  estate  arm.  Tayi 
was  sent  packing  at  the  end  of  1989. 
only  to  be  replaced  by  more  high 
priced  advisers,  this  time  from  Mor 
gan  Stanley. 

If  the  realty  firm  has  been  an  alba 
tross  for  Field,  it  has  been  a  honey 
for  many  others.  In  April  1989  Cab- 
ot's chairman,  Ferdinand  Collo- 
redo-Mansfeld,  received  from  the 
firm  roughly  SI  5  million  for  his  share 
of  Cabot  real  estate  partnerships  as 
well  as  a  condo  at  Boston's  Ritz- 
Carlton  Hotel  valued  at  SI  .2  million. 

Former  Cabot  president  lames 
Kenyon,  fired  by  Rushman,  was  given 
as  part  of  his  extremely  generous  sev- 
erance package  equity  in  three  build- 
ings, forgiveness  of  S775,000  in  debts 
plus  a  note  from  Field  for  almost 
S850,000.  But  when  Field  and  his 
advisers  discovered  that  Kenyon  had 
turned  a  profit  on  one  of  the  buildings 
he  received,  Field  stopped  paying  un- 
der the  note,  charging  Kenyon  with 
neglecting  his  fiduciary  duty  to  Cab- 
ot. Kenyon  is  suing. 

There  are  other  lawsuits.  In  Cali 
fornia  Cabot's  former  head  of  the  San 
Fernando  Valley  office,  Edward  Ball, 
claims  his  partnership  interests  in 
Cabot,  Cabot  &  Forbes'  properties 
were  wiped  out  because  his  profitable 
deals  were  fraudulently  loaded  up 
with  unjustified  expenses  by  Field. 
Another  complaint:  partnership  roll 
ups,  the  practice  of  mixing  good 
properties  with  less  desirable  ones, 
thereby  diluting  profits.  Ball's  suit  has 
been  joined  by  four  other  ex  Cabot 
partners  m\A  executives 

Mitchell  emphatically  denies  the 
charges  leveled  in  the  Ball  suit  .\nd 
says  the  disputes  over  severance  pack 
ages  result  from  the  turnover:  "One 
management  told  them  one  thing  and 
the  next  management  told  them 
something  else." 

Marshall  field  seems  to  be  taking 
the  setbacks  philosophically.  I  caving 
main    oi   the   business   problems   to 
Mitchell,  he  spends  much  of  his  time 
on  good  works   Among  other  thir 
he  is  a  trustee  of  the  Art  Institute  ot 
CWwa^o.  "Nobt>dv  cares  if  somebod) 
dies  w  ith  a  billion  dollars,*1  he  told  the 
Cbiayp  I'nbu nc  last  year.  But  th. 
venerable  gentlemen  whose  portraits 
hang  in  his  office  must  ccrtainh 
disappointed  M 


US 
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The  New  Citation  X  Is  Unlike 

Any  Other  Business  Jet  InThe  Sky. 

Or  QnThe  Drawing  Board. 


Operating  at  speeds  up  to  Mach .  9  (nearly  The  GM/Allison  engines  are  also  com- 

600  mph),  the  Citation  X  is  the  fastest  business     pletely  new.  Designed  for  the  demands  of 


jet  in  the  world. 

Amazingly,  the  Citation  X  also  delivers 
greater  range  at  higher  speeds.  New  York-to- 
London  in  under  seven  hours,  for  example. 
No  other  business  jet  takes  you  farther  in  less 
time  and  on  less  fuel. 

Why  is  the  Citation  X  so  far  ahead  of  other 
"new"  jets?  Because  it's  one  business  jet  for  the 
'90s  that  wasn't  designed  around  technology 
k/  from  the  '60s.  The  new  Citation  X  truly  is  new. 

The  wing  is  a  totally  new  design,  based  on 
proven  supercritical  technology.  One  major 
reason  why  the  Citation  X  achieves  its  remark- 
able speed  is  the  wing  sweep  —  greater  than 
that  of  any  other  business  jet.  And  high-speed 
wind-tunnel  tests  have  already  verified  that  the 
wing  will  perform  exactly  as  promised. 


airline  use,  they're  exceptionally  reliable.  And 
initial  test  runs  have  confirmed  that  they're 
nearly  20  percent  more  fuel  efficient  than 
older,  less  powerful  engines. 

There's  an  array  of  new  technology  on  the 
Citation  X  flight  deck,  including  a  dual  digital 
autopilot/flight  director/EICAS  system,  with 
five  8x7-inch  EFIS  displays. 

And  the  elegant  new  Citation  X  cabin  is 
almost  six  feet  longer  than  midsize  Citations. 
With  a  stand-up  aisle  that  extends  from  the 
hardwood  galley  to  the  spacious  aft  lav. 

The  fast,  efficient  Citation  X  gives  you 
the  ability  to  fly  long-range  missions  in  the 
kind  of  superb  comfort  of  a  $25  million 
business  jet.  But  in  much  less  time.  And  on 
much,  much  less  fuel. 


Yet  incredibly,  the  Citation  X  is  priced  at  just 
$11.85  million,  less  interior. 

Small  wonder  that  corporations  all  over  the 
world  have  already  placed  orders  for  this  extra- 
ordinary new  aircraft.  And  with  the  aircraft 
already  being  assembled  for  its  first  flight  in 
1993,  the  Citation  X  is  exactly  on  schedule  for 
first  deliveries  by  1995. 

For  a  technical  presentation  in  your  office, 
showing  how  the  Citation  X  would  perform 
in  handling  your  corporate  travel  plans,  call 
1-800-4-CESSNA.  Or  write  to  Roy  H.  Norris, 
Senior  Vice  President  of  Marketing,  Cessna 
Aircraft  Co.,  P.O.  Box  7706,  Wichita,  KS  67277. 


Citation  X      *Zi 

Cessna 

a  General  Dynamics 
company 


For  200  years  it's  been 
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Disasters  have  always  been  a  fact  of  the  insurance  business. 


Thai 


Shipwreck,  Caribbean  1798 


have  been 


dealing  with  that  fact  by  relying  on  the  CIGNA  Property  8c  Casua 


Fire,  Chicago  1871 


claims  and  keep  their  promises,  through  some 


of  the  world's  worst  disi 


Quake  and  Fire,  San  Francisco  1906 


the  burst  pipe,  the  damaged  roof.  We've  handled  more  of  those  than  we 


Tornado,  Nebraska  1947 


with  the  same  integrity  that  we've  brought  to 


the  ones  that  make  the  headlii  ; 


l\  i.JmticM'i   1940 


will  strike, 


or  how  big  or  small  it  will  be.  There's  one  thing  that  we 


Hurricam  Hum,  1989 


lfc  disaster  after  another. 


Tha  :hey're  a  fact  of  life.  For  the  past  200  years, 


thousands  of  businesses 


Dock  Fire,  New  York  1835 


Mies, 


V  whose  financial  resources  and  expertise  have  allowed  them  to  pay  their 


Flood,  Johnstown  1889 


even  the  smallest  disasters  seem  big  to  the 


companies  they  affect.  The  fire, 


Hurricane,  New  England  1938 


could  ever  illustrate  in  a  thousand  advertisements.  And  always 


f  955 


j|ters,  unfortunately,  will  always 


Earthquake,  Los  Angeles  1971 


be  with  us.  We  don't  know  where  the  next  one 


Tornado,  Iowa  1987 


do  know  though.  We'll  be  there.    We  get  paid  for  results. 


CIGNA 


Property  &  Casualty  Insurance 
Dept.  RIO,  Phila.,  PA  19192 


Mike  Bloomberg  thought  he  could  run  the  company  better  than  the 
boss  could.  So  he  started  his  own  and  in  less  than  a  decade  made 
Bloomberg  Financial  Markets  worth  $800  million. 


"A  new  guy  cat 


By  Richard  L.  Stern  and  Jason  Zweig 

In  Skptkmbkr  1981  Michael  Bloomberg  was 
booted  out  of  Wall  Street's  Salomon  Brothers, 
Inc.  after  shooting  his  mouth  off  once  too  often. 
"I  kept  telling  [John]  Gutfreund  I  could  run  the 
goddamn  company  better,"  recalls  Bloomberg. 

Maybe  so,  maybe  not,  but  Mike  Bloomberg 
has  no  regrets  at  missing  the  chance  to  prove  he 
was  smarter  than  Gutfreund.  Today,  at  49, 
Bloomberg  is  flourishing  while  his  former  boss 
languishes  in  disgrace,  forced  into  retirement  in 
the  Treasury  bond  trading  scandal.  Out  of  work, 
Bloomberg  started  his  own  company;  it  is  prob- 
ably worth  over  $800  million  and  Bloomberg 
owns  just  under  70%  of  it. 

Manhattan-based  Bloomberg  Financial  Mar- 
kets is  the  hottest  thing  in  the  hot  business  of 
providing  computerized  information  on  securi- 
ty trading  for  security  traders.  Through  com- 
puter terminals  worldwide,  Bloomberg  distrib- 
utes data  on  domestic  and  foreign  bonds, 
stocks,  futures  and  options,  and  other  publicly 
traded  securities.  It  has  crossed  the  line  from 
being  a  data  supplier  to  also  becoming  a  supplier 
of  news.  Bloomberg  Business  News  transmits 
nearly  1,000  stories  a  day  on  business  and 
related  topics. 

From  being  an  obscure  corner  of  Wall  Street 
in  the  past,  the  providing  of  specialized  informa- 
tion has  moved  center  stage  to  become  a  $3.5 
billion  worldwide  industry  in  the  computer  age. 
With  the  volatility  in  interest  rates  and  curren- 
cies more  important  than  ever  before,  every 
second  counts  for  traders,  and  quick  access  to 
the  latest  rumor,  price  blip  or  news  event  i^ 
essential  to  survival  lor  people  who  move  tens  of 
billions  of  dollars  around  the  world  as  casually  as 
people  once  moved  mere  millions. 

Bloomberg  is  still  a  relatively  small  player  in 
the  business  of  providing  this  kind  of  informa 
don,  although  his  revenues  are  running  at  an 
annual  rate  of  $216  million.  Reuters  Holdings 
Pic,  with  revenues  of  $2.2  billion,  dwarfs  him. 
Tclcrate  accounts  lor  most  of  tlu  $736  million 
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in  revenues  of  Dow  Jones'  information  sen  ices 
group,  adp's  brokerage  information  services 
group  had  revenues  of  about  S343  million  in 
1990.  Reuters  has  installed  almost  185,000 
terminals,  Telerate  perhaps  85,000,  adp 
68,000,  and  Quotron,  owned  bv  Citicorp,  some 
70,000. 

Bloomberg?  Just  14,000  terminals,  but 
growing  faster  percentagewise  than  any  of  its 
competitors.  While  Reuters  has  been  providing 
market  information  since  Paul  Julius  Reuter 
loosed  his  carrier  pigeons  in  the  mid- 19th  cen- 
tury, and  Quotron  has  been  around  since  1957, 
Bloomberg's  business  is  only  eight  years  old. 

In  an  industry  as  dynamic  as  this  one,  Bloom- 
berg has  one  great  advantage  over  his  competi- 
tors: He  is  an  entrepreneur,  whereas  they  are 
parts  of  vast  bureaucracies.  Quotron,  though  it 
had  an  early  lead,  has  become  a  near  disaster 
under  Citicorp,  which  has  already  written  off 
$400  million  of  the  more  than  $680  million 
invested  in  it.  Telerate,  for  which  Dow  Jones 
paid  an  astounding  SI. 6  billion,  was  slow  to 
upgrade  its  technology  and  is  fighting  to  keep 
from  losing  its  customers. 

Mike  Bloomberg  has  all  the  standard  trap 
pings  of  wealth,  the  usual  success  statements 
and  trophies:  an  apartment  in  Vail,  Colo  .  a 
townhouse  on  Manhattan's  last  Side,  a  country 
home  in  northern  Westchester  County  m\^ 
horses  lor  his  two  equestrian  daughters.  He  is 
licensed  to  tlv  both  fixed  wing  aircraft  m\<A 
helicopters.  But  his  passion  is  his  business,  from 
which  he  unashamedly  derives  a  sense  of  power. 
Says  he:  "Sunday  night  is  the  happiest  night  of 
the  week.  I  can't  wait  to  get  back  to  work." 

Fasl  talking,  profane,  overflowing  with  self' 
confidence,  always  on  the  nunc,  Bloomberg  is 
easily  a  match  tor  his  relatively  faceless  competi 
tors.  He  has  strong  ideas  about  how  to  run  m\ 
organization,  and  he  acts  on  his  ideas  l  k-  has  no 
secretary  m^^\  answers  his  own  phone  at  his  desk 
in  i he  back  of' the  mam  newsroom  of  his  wire 
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service.  He  forbids  job  titles,  even  on  business 
cards.  At  Bloomberg  L.P.  there  are  no  private 
offices,  the  conference  rooms  have  clear  glass 
walls,  and  virtually  nothing  is  partitioned  off 
except  for  the  photocopiers  and  bathrooms. 

Although  Bloomberg's  headquarters  occu- 
pies three  floors  of  a  Park  Avenue  skyscraper,  the 
elevator  opens  only  on  the  middle  floor,  so  that 
all  the  employees  must  periodically  rub  elbows 
on  the  single  spiral  staircase.  "I  tried  to  put  the 
bathrooms  all  on  the  same  floor  too,"  he  says, 
but  he  abandoned  the  idea — tricky  plumbing. 

Not  that  Bloomberg  believes  in  management 
by  consensus;  he  is  undisputed  boss  and  owner. 
But  he  does  believe  in  listening  to  underlings, 
because  "our  ideas  don't  all  come  from  our 
'smart  people.'  My  main  job  is  to  keep  us  from 
developing  a  structure  that  will  preclude  a  kid 
we  just  hired  from  walking  through  the  door 
and  saying,  'Why  not  try  this?'  " 

He  bans  sales  commissions.  "When  you  have 
complex  products,"  he  insists,  "they  should  not 
be  sold  by  commission.  I  don't  believe  you  can 
ever  say  it's  the  salesman  alone  who  sold  some- 
thing. Maybe  the  customer  liked  the  way  the 
receptionist  answered  the  phone,  maybe  he 
thought  the  offices  look  nice,  maybe  he  likes  the 
color  of  the  terminal."  Employees  are  paid  on 
salary,  and  most  are  rewarded  with  "certificates 
of  participation"  that  entitle  them  to  share  in 
the  firm's  revenue  growth  over  the  following 
two  years.  That  bonus,  paid  yearly,  can  equal 
25%  to  100%  of  an  employee's  salary.  In  Bloom- 
berg's words:  "People  here  don't  have  an  inter- 
est in  just  screwing  the  other  guy  for  themselves 
or  in  doing  the  quick  fix.  Employees  have 
exactly  the  same  interest  as  the  owners." 

But  just  to  make  sure,  Bloomberg  personally 
watches  every  detail.  He  insists  on  signing  every 
nonpayroll  check  and  every  contract.  "I  would 
like  to  know  every  goddamn  thing  that's  going 
on,"  is  the  way  he  explains  it. 

Competitive?  "Competitive"  should  be  Mike 
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There  might  be 
better  traders 
than  me  and 
there  might 
be  people 
who  know 
more  about 
computers. 
But  there's 
nobody  who 
knows  more 
about  both. 


Bloomberg's  middle  name.  An  employee  who 
leaves  is  considered  a  deserter.  "If  you  leave," 
barks  Bloomberg,  "I  will  not  wish  you  the  best. 
I  will  not  go  to  a  farewell  party  for  you.  You're  a 
traitor,  you're  out  to  hurt  everybody  else  in  this 
company  and  take  the  bread  out  of  their  kids' 
mouths." 

This  hard-driving  entrepreneur  grew  up  in 
Medford,  Mass.,  a  Boston  suburb,  the  son  of  a 
bookkeeper  for  a  dairy.  He  studied  engineering 
and  physics  at  Johns  Hopkins  University,  work- 
ing his  way  through  as  parking  lot  attendant  at 
the  faculty  club.  He  graduated  from  Harvard 
Business  School  in  1966. 

Even  then  Bloomberg  was  somewhat  uncon- 
ventional. Most  M.B.A.s  go  right  for  the  green, 
grabbing  at  the  highest-paying  jobs.  Bloomberg 
accepted  a  humble  job  in  "the  cage"  at  Salomon 
Brothers  in  Manhattan,  as  a  clerk  processing 
trades  at  $9,500  a  year.  Of  course,  he  did  not 
intend  to  stay  long  in  the  cage.  Recalls  Bloom- 
berg: "I  used  to  get  in  at  7  a.m.  I  was  the  only 
one  in  the  trading  room  other  than  Billy  Salo- 
mon, and  so  we  chitchatted.  Then  I  would  stay 
till  7  at  night,  and  after  6  the  only  other  person 
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in  the  room  was  John  Gutfreund,  and  he'd  give 
me  a  ride  uptown.  So  the  managing  partner  and 
the  heir  apparent  became  my  friends  when  I  was 
just  starting  as  a  clerk." 

Bloomberg  went  on  to  become  head  of  equity 
trading  and  sales  for  five  years.  His  training 
made  him  a  rare  bird  on  Wall  Street:  As  an 
engineer,  he  understands  how  the  black  boxes 
work  and  he  knows  how  to  use  them  for  success- 
ful trading.  "There  might  be  better  traders  than 
me,"  says  Bloomberg,  "and  there  might  be 
people  who  know  more  about  computers.  But 
there's  nobody  who  knows  more  about  both." 

Integrating  his  training  and  his  work  experi- 
ence, he  has  developed  an  information  system 
that  most  people  find  exceptionally  user-friend- 
ly, and  he  works  hard  at  making  it  even  more  so. 
Bloomberg's  data  displays  are  so  simple  to 
analyze  and  manipulate  that  a  neophyte  can  feel 


All  repetitively 
successful 
people  have  an 
inferiority 
complex. 


like  an  expert  user  in  minutes. 

But  for  Bloomberg's  abrasive  cockiness,  the 
system  might  have  belonged  to  Salomon.  Be- 
cause he  knew  a  fair  amount  about  computers, 
Bloomberg  was  put  in  charge  of  Salomon's 
systems  when  he  lost  out  in  the  power  struggle 
there.  It  was  an  obvious  demotion,  and  Bloom- 
berg stayed  just  long  enough  to  collect  a  S10 
million  share  of  the  loot  when  Salomon  went 
public  in  1981  in  a  merger  with  Phibro. 

Bloomberg  had  no  intention  of  retiring.  At 
Salomon  he  built  a  computerized  information, 
analytics  and  bookkeeping  system.  In  1982  he 
pitched  a  system  for  U.S.  government  bonds  to 
an  informal  committee  at  Merrill  Lynch. 

Merrill's  computer  experts  said  they  would 
need  six  months  to  study  the  practicability  of 
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such  a  system.  Bloomberg  pounced.  "I'll  deliver 
a  finished  product  in  six  months,"  he  said,  "and 
if  you  don't  like  it  you  don't  have  to  pay  for  it." 
Six  months  later  he  delivered  a  system  that  did 
complex  calculations  on  government  bonds  as 
well  as  routine  pricing  of  Merrill's  inventory. 
Merrill  quickly  ordered  20  machines.  Then 
Merrill  made  an  extremely  smart  move.  It  put 
$30  million  into  Bloomberg's  company  in  re- 
turn for  a  30%  interest.  Today  that  stake  is  worth 
at  least  $250  million.  Bloomberg  still  does 
business  the  same  way:  "Instead  of  doing  what 
our  bigger  competitors  do,  which  is  to  take  two 
or  three  years  to  perfect  a  technology  that  is  then 
a  fossil  when  they  put  it  into  the  market,  we  just 
throw  it  out  there  and  work  with  our  customers 
to  perfect  it." 

From  the  start,  Bloomberg's  strategy  differed 
from  that  of  his  giant  competitors.  He  went  a 


I  can't  tell  you 
delegating 
doesn't  hurt. 
I  would  like  to 
know  every 
goddamn  thing 
that's  going  on. 


step  beyond:  Instead  of  just  supplying  informa- 
tion, he  helped  the  customers  utilize  it.  "When- 
ever you  see  a  business  that's  done  the  same 
thing  for  a  long  time,"  says  Bloomberg,  "a  new 
guy  can  come  in  and  do  it  better.  I  guarantee  it." 

What  the  new  guy  did  in  this  case  was  to 
provide,  in  addition  to  prices  and  volume,  sim- 
ple, descriptive  information,  things  like  the 
name,  business  and  address  of  the  issuer,  its  total 
capitalization,  cusip  numbers,  call  dates  for  its 
bonds,  the  frequency  of  its  interest  payments. 
Any  trader  could  find  that  information  in  vari- 
ous reference  books  and  electronic  services,  but 
no  single  source  offered  it  all. 

Bloomberg  knew  that  every  second  a  trader 
loses  looking  up  information  can  cost  thousands 
of  dollars.  So  he  packed  all  the  basics  into  easy 
reference  form.  More  important,  he  jammed  the 
machine  full  of  complex  calculations  that  enable 
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traders  to  determine  the  relative  values  of  securi- 
ties. Nor  did  he  neglect  the  show  biz.  He 
provided  color  and  flashing  lights  so  that  using  a 
Bloomberg  is  not  unlike  playing  a  Nintendo 
game.  And  many  users  will  tell  you  they  abso- 
lutely love  it. 

A  single  screen  on  a  corporate  bond,  for 
example,  might  contain  40  separate  nuggets  of 
information  arrayed  around  a  central  chart  of 
up-to-the-minute  prices  for  that  bond — every- 
thing a  harried  trader  or  portfolio  manager 
needs  for  a  snap  decision.  Want  still  more 
information?  The  computer  tells  you  what  num- 
ber to  press.  Then  just  hit  a  key  marked  "go." 

While  Bloomberg  gathers  data  from  hun- 
dreds of  outside  providers,  much  of  the  nuts- 
and-bolts  information  comes  from  his  250  re- 
searchers and  data-entry  workers  in  Princeton, 
N.J.,  who  pore  over  thousands  of  prospectuses 
and  financial  statements  to  pick  data  for  Bloom- 
berg's service.  Bloomberg  is  convinced  he  must 
be  more  than  a  conduit  for  information;  he  must 
be  an  information  provider  as  well.  He  says: 
"Successful  media  companies  have  to  have  two 
things.  They  have  to  control  their  own  distribu- 
tion and  they  have  to  have  their  own  program- 
ming. People  that  don't  have  both  either  have  to 
rectify  that  or  go  out  of  business." 

Bloomberg's  competitors  are  not  stupid. 
Reuters  is  rumored  to  have  tried  to  buy  Bloom- 
berg last  year  for  S700  million.  Today,  Reuters 
is  already  rolling  out  Decision  2000,  a  service 
packed  with  the  kinds  of  analytic  tools  and  easy- 
to-massage  data  that  Bloomberg  has  made  his 
specialty.  The  formidable  British  giant  is  gather- 
ing reams  of  raw  data  and  mathematical  trading 
formulas  for  all  the  world's  bond  markets. 

Dow  Jones'  Telerate  once  had  a  near  lock  on 
distributing  government  bond  quotes,  thanks 
to  quotes  supplied  by  Cantor  Fitzgerald  Securi- 
ties Corp.  But  Bloomberg  and  others  broke  that 
lock,  as  government  quotes  became  more  readi- 
ly available,  and  Telerate  did  not  move  quickly 
enough  to  supply  the  pricing  and  analytical  data 
that  customers  were  clamoring  for. 

But  Telerate  is  on  the  move  again.  Like 
Reuters'  Decision  2000,  Telerate's  Matrix  Ana- 
lytics, coming  out  early  next  year,  will  enable 
customers  to  do  intricate  computations  on  their 
portfolios.  Within  a  month,  Telerate  will  be 
introducing  QuotElite,  an  easy-to-use  product 
full  ofworldwidc  equity  and  fixed-income  infor- 
mation, including  every  single  tntraday  trade  in 
every  stock  listed  on  a  U.S.  or  foreign  exchange. 
Henry  Becher,  a  Dow  Jones  executive  vice 
president,  told  FORBES:  "You  tell  that  fella 
[Bloomberg |  Tin  gonna  get  him." 

EJV  Partners  also  has  plans  for  eating  Bloom 
berg's  lunch.  EJV  is  a  partnership  of  six  powerful 
firms — Salomon,  Morgan  Stanley  &  Co.,  I  eh 
man    Brothers   Inc.,   the    lust    Boston   Corp., 
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Citibank,  N.A.  and  Goldman,  Sachs  &  Co.  En 
will  introduce  its  UniVu  product  early  next  vear 

UniVu  will  supply  daily  bond  valuations  fron 
all  six  firms.  "We  would  hope,"  ventures  E 
Chief  Executive  D.  Bruce  Peterson,  "the  qualitv 
of  the  quotations  will  be  very  high  because  the\ 
will  come  from  all  our  partners."  UniVu  wil 
also  provide  sophisticated  analytic  formula.1 
from  its  partners.  By  contrast,  many  of  Bloom- 
berg's fixed-income  prices  still  come  from  Mer 
rill  Lynch. 

UniVu  attacks  Bloomberg  at  what  some  cus- 
tomers consider  his  weakest  point.  For  the  most 
part,  it  is  difficult  for  a  user  to  download  from  a 
Bloomberg  into  another  computer  system,  or  to' 
dump  data  from  an  in-house  computer  into  the 
Bloomberg.  Customers  who  want  to  fit  Bloom- 
berg's data  into  their  own  format  grumble  that  it' 
is  a  hassle.  Says  Peter  Hegel,  a  portfolio  manager 
at  Van  Kampen  Merritt  in  Oakbrook  Terrace, 
111.:  "I've  got  data  on  this  machine  and  that 
machine,  and  none  of  it  talks  to  each  other,  and 
putting  it  together  is  like  pulling  teeth."  So, 
although  he  has  11  Bloombergs,  Hegel  will 
consider  linking  his  Sun  workstations  with  Uni- 
Vu when  it  comes  out  early  next  year. 

UniVu  is  designed  with  an  "open  architec- 
ture" based  on  the  Unix  operating  system.  That 
will  let  UniVu  communicate  easily  with  other 
computers — especially  the  workstations  that  are 
becoming  standard  tools  at  large  investment 
firms.  But  such  competitive  threats  simply  get 
Bloomberg's  juices  flowing. 

Steven  Fenster,  a  professor  of  finance  at  Har- 
vard, was  a  Bloomberg  classmate  in  business 
school  and  now  is  a  director  of  Bloomberg's 
company.  He  recalls  how  Bloomberg  reacted  to 
a  case  study  called  Voltamp.  The  case  involved 
an  electrical  equipment  company  that  had 
cretly  invented  a  new  device  that  would  trans 
form  the  entire  industry.  Yet  the  company  was 
loath  to  bring  its  product  out  because  it  could  be 
so  readily  copied  that  profit  margins  on  the 
product  would  almost  instantly  disappear. 
"Most  students,"  recalls  Fenster,  "suggested 
improving  other  areas  of  the  business  to  increase 
margins,  or  buying  a  competitor  to  get  better 
market  share.  But  Mike's  solution  was  spectacu- 
larly creative.  He  said  something  like  this: 
'Cloak  it  under  the  same  name  as  the  old  dc 
make  it  look  the  same  on  the  outside,  and  the 
customers  will  buy  it  bv  the  millions  once  thev 
plug  it  m,  while  the  competition  won't  even 
notice  there's  anything  new  to  COpj 

There,  in  a  nutshell,  is  BU>ombcrg's  formida- 
ble Strategy.  While  his  price  has  remained  con 
stani  for  eight  years,  he  has  been  sturrinc  more 
mu\  more  data  into  his  s  Bloomberg 

Business  News,  which  he  started  in  earl)  lgg0. 
already  has  seven  domestic  bureaus  and  rive 
overseas,  including  1  ondon,  [okyo  and  Singa 
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lore.  Bloomberg's  100  reporters  are  able  to 
luiticipate  news  stories  by  trawling  through  the 
ata  screens  on  their  terminals,  while  most 
msiness  reporters  wait  on  specific  news  devel- 
opments. On  May  22,  the  day  of  the  now 
lfamous  Treasury  bond  auction  that  Salomon 
brothers  had  cornered,  a  Bloomberg  reporter 
loticed  an  unusual  pattern  in  the  bond  pricing 
:hart  on  his  screen.  He  immediately  banged  out 
story.  It  was  an  early  warning  that  something 
[strange  was  going  on.  Not  until  Forbes'  In- 
former ran  an  item  in  the  issue  of  June  24  did  the 
r  world  know  of  major  market  rigging. 

Unlike  the  Dow  Jones  news  wires,  which 
Bloomberg  customers  can  receive  by  paying  a 
fee  to  Dow  Jones,  Bloomberg  Business  News  is 
free.  Bloomberg  also  carries  more  than  200 
other  services,  including  brokerage  research, 
Grant's  Interest  Rate  Observer  and  the  money- 
flow  calculations  of  market  theorist  Laszlo  Bi- 
rinyi  (Forbes,  Apr.  1).  Getting  these  services 
involves  an  extra  charge  for  the  user,  though 
Bloomberg  doesn't  take  a  cut.  Bloomberg  car- 
ries the  material  without  charge  to  make  his 
service  more  comprehensive  for  the  users. 

Another  Bloomberg  strength  is  the  Bloom- 
berg Fair  Value  calculation.  By  gathering  prices 
for  comparable  securities  and  displaying  them 
on  a  curve,  Bloomberg's  staff  creates  a  chart 
showing  whether  a  bond  is  relatively  cheap  or 
expensive.  While  some  investors  scoff  at  his  fair 
value,  many  others  use  it  as  a  benchmark. 
•  While  his  giant  rivals  are  moving  to  catch  up 
with  him  in  fixed  income,  Bloomberg  has 
moved  big  into  supplying  information  about 
stocks.  If  a  broker  calls  with  a  hot  stock  tip,  with 
three  or  four  keystrokes  on  the  Bloomberg  a 
customer  can  summon  up  any  one  of  at  least  63 
screens  full  of  information  on  that  stock,  includ- 
ing earnings  estimates,  major  holders,  trading 
volume,  historical  and  real-time  price  perfor- 
mance. Each  screen  opens  new  possibilities;  for 
example,  the  Bloomberg  can  compare  each  U.S. 
stock  to  the  Dow  Jones  industrial  average  by  23 
different  measures  of  performance. 

Competitive  creature  that  he  is,  Mike  Bloom- 
berg anticipates  the  day  when  there  won't  be 
room  for  five  or  six  such  services.  Many  custom- 
ers will  pare  down  to  one  or  two  machines.  They 
will  want  only  the  ones  that  offer  everything 
needed  at  their  fingertips.  Everything. 

Telerate  has  long  carried  a  few  light  features, 
like  sports  scores,  weather  forecasts  and  movie 
reviews.  Bloomberg  is  going  far  beyond  that, 
trying  to  pack  his  terminals  with  every  kind  of 
information  imaginable.  At  a  rate  of  nearly  one 
new  service  per  day,  he  has  added  such  things  as 
ski  reports,  weather  forecasts,  airline  schedules, 
real  estate  listings,  horoscopes,  classified  adver- 
tisements for  jobs,  boats,  racehorses  and  air- 
planes, and  scores  for  nearly  30  sports  including 


Instead  of 
doing  what  our 
bigger  competi- 
tors do,  which 
is  to  take  two  or 
three  years  to 
perfect  a 
technology 
that  is  then  a 
fossil  when 
they  put  it  into 
the  market,  we 
just  throw  it  out 
there  and  work 
with  our 
customers  to 
perfect  it. 


football,  soccer,  cricket,  rugby,  sumo  wresding 
and  both  American  and  Japanese  baseball. 

A  user  can  even  create  a  customized  newspa- 
per. Want  the  latest  news  on  McDonnell  Doug- 
las or  anything  else  in  your  portfolio?  Movie- 
reviews?  The  overnight  report  from  the  Tokyo 
Stock  Exchange?  A  summary  at  6  a.m.  of  what's 
in  today's  Wall  Street  Journal?  Tell  your  Bloom- 
berg terminal,  and  it  will  print  out  the  answers  to 
be  waiting  for  you  when  you  hit  your  desk  in  the 
morning.  One  money  manager  regularly  search 
es  the  job  listings  on  the  Bloomberg  as  a  favor  to 
his  unemployed  friends. 

What's  next?  In  1992  Bloomberg  thinks  he 
can  lease  at  least  5,000  more  terminals — a  33% 
growth  rate.  He  also  plans  to  add  three  areas  of 
comprehensive  coverage  to  his  databases  and 
news  service:  real  estate,  bank  loans  and  coun- 
tertrade. He  wants  to  bolster  his  equity  data, 
which  already  account  for  half  his  new  business. 
He  is  thinking  about  changing  his  terminals  to 
multimedia  machines  that  can  combine  audio 
and  video,  and  he  vows  to  make  his  architecture 
as  open  as  necessary.  In  1990  mutual  fund  giant 
Fidelity  Capital  Markets  Co.  worked  with 
Bloomberg  to  build  a  "hybrid  system"  of  20  of 
its  50  Bloombergs  and  a  local  area  network 
linking  several  dozen  Sun  workstations. 

Bloomberg  indulges  in  unbroken  10-minute 
monologs  fired  out  at  lightning  speed,  inter- 
rupted only  by  sips  from  alternating  cups  of 
coffee  and  instant  chicken  soup.  Like  any  bril- 
liant trader,  he  cuts  complex  ideas  down  to  size 
with  a  few  slashes  of  his  sharp  tongue.  He 
expresses  his  contempt  for  his  competitors  with 
his  favorite  term,  "horseshit,"  and  throws  in  the 
F  word  for  good  measure.  But  don't  conclude 
from  these  expressions  of  scorn  that  Bloomberg 
is  growing  complacent.  He  understands  him- 
self. Says  he:  "All  repetitively  successful  people 
have  an  inferiority  complex."  So  they  keep 
pushing  even  when,  to  the  world,  they  seem  to 
have  it  made.  H 
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My  generation  watched  with  dread  as 
the  brutal  shadows  of  fascism  and  communism 
blocked  the  sun.  We  have  been  privileged 
witnesses  to  the  defeat  of  both. 

A  theme  for 
thanksgiving 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  Q.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


At  Thanksgiving  this  year,  the  gen- 
eration of  Americans,  my  generation, 
whose  retirement  age  occurs  near  the 
end  of  this  century,  has  more  reasons 
than  any  other  to  give  thanks.  No 
generation  in  history  has  seen  such 
enormous  changes,  on  such  a  world- 
wide scale.  In  our  youth,  we  knew  the 
Depression  and  personal  poverty.  We 
watched  with  dread  as  the  brutal 
shadows  of  fascism  and  communism 
blocked  the  sun.  And  then  we  saw 
fascism  defeated  and,  after  a  half- 
century,  communism,  too.  We  have 
been  privileged  witnesses. 

Stirring  me  to  such  reflections  was  a 
recent  trip  to  Italy,  that  measuring 
rod  of  3,000  years  of  Western  history. 

The  first  purpose  of  my  visit  was  a 
conference  in  Foligno,  put  on  by  a 
small  think  tank,  Nemctria,  founded 
by  businessmen  and  professors  to 
study  the  postindustrial  society. 
When  I  first  drove  through  Umbria  in 
1956,  Italy  was  not  even  an  industrial 
society  but  a  mostly  agricultural  one. 
Ruins  of  World  War  II  were  still  visi 


ble,  and  along  narrow  roads  blocked 
occasionally  by  sheep  or  oxen  I  en- 
countered a  poverty  almost  medieval 
in  its  permanence.  Last  month  I  made 
the  trip  in  one -third  the  time,  by 
autostrada,  and — in  this  land  of  St. 
Francis  of  Assisi  and  his  beloved 
poor — saw  Fiat  dealerships,  shiny  new 
factories,  and  multiple  signs  of  good 
and  abundant  living.  In  30  years,  as 
charity  alone  had  not  been  able  to  do, 
capitalism  and  democracy  have  lifted 
the  poor  of  Italy. 

In  Rome,  President  Cossiga  ex- 
plained to  the  Foligno  group  how  in 
the  1980s  he  had  upbraided  a 
"brash  young  California  lawyer," 
U.S.  Assistant  Secretary  of  Defense 
Richard  Perle,  for  referring  to  Len- 
ingrad as  "St.  Petersburg."  To  Pres- 
ident Cossiga's  irritation,  the  Ameri- 
can refused  to  say  Leningrad.  "And 
he  was  right,"  the  President  now 
graciously  concedes.  "He  was  right. 
I  was  wrong." 

I  met  also  with  Cardinal  Casaroli, 
for  so  many  crucial  years  the  soft- 
spoken  but  steely  tempered  Vatican 
Secretary  of  State.  Some  years  ago  in 
Time,  Cardinal  Casaroli  gave  credit 
to  President  Reagan  for  the  sudden 
change  of  heart  among  Soviet  lead- 
ers. President  Reagan  predicted  to 
Casaroli  in  1981  and  1983,  he  now 
recalls,  how  it  would  happen.  At  that 
time,  the  cardinal  was  skeptical  and 
not  at  all  approving.  "Hirst  I  will 
build,"  Reagan  had  told  him  of  his 
military  (Mans.  "Then  they  will  build. 
Then  I  will  build  again,  ,\nd  they  will 
build.  The  next  time,  they  will  have 
to  quit."  Cardinal  Casaroli  remem- 
bers thinking  that  the  Soviets 
wouldn't  fall  tor  it. 

Casaroli's  Story  reminded  me  that. 


this  Thanksgiving,  I  want  especially  to 
remember  President  Reagan's  contri- 
butions to  recent  history.  They  are,  I 
think,  second  only  to  the  Pope's  in 
significance.  I  especially  admire  his 
calling  the  Soviet  Union  an  evil  em- 
pire. As  Soviet  spokesmen  tried  to 
deny  that,  and  to  dissociate  them- 
selves from  the  worst  of  Stalin's 
crimes,  they  had  to  make  moral  dis- 
tinctions. The  more  they  denied,  the 
more  they  began  to  judge  Leninism 
by  universal  standards.  A  Soviet  gen- 
eral has  said:  "That  was  the  sentence 
that  undid  communism." 

In  Rome,  on  Oct.  22,  the  13th 
anniversary  of  Pope  John  Paul  IPs 
pontificate  was  being  celebrated;  its 
most  basic  theme  has  been  that  moral 
agency  and  creative  action  matter — 
that  individuals  can  (and  must) 
change  history.  Toughened  by  the 
anti- Christian  hostility  of  commu- 
nism, John  Paul  II  became  its  most 
confident  antagonist.  From  1978  on- 
ward, the  pope  gave  the  voice  of 
Poland's  Solidarity  international  am- 
plification. While  Wojtyla  was  pope, 
Solidarity  could  not  be  crushed.  And 
Solidarity's  creation  of  free  "civic 
space"  within  communism  burned 
like  a  slow  fuse,  igniting  in  the  events 
of  1989. 

The  high  point  of  my  trip  was  a 
private  dinner  with  the  Pope  at  his 
personal  quarters  in  the  Vatican.  The 
rooms  were  bare  and  simple;  the  food 
was  plain.  The  Pope  had  just  returned 
from  a  rugged  trip  to  Brazil.  Wean  as 
he  was,  the  first  question  on  his  mind 
was:  What  really  can  we  do  for  the 
poor  of  the  Third  World?  Having 
helped  to  propel  the  "miracle"  open- 
ing up  of  the  Fast,  mu\  being  quietly 
thankful  for  it,  the  Pope's  attention  is 
already  elsewhere. 

So  it  is  with  thanksgiving.  On  the 
Great  Seal  of  the  U.S.,  our  found! 
left  the  pyramid  unfinished.  The  dun 
to  give  thanks  creates  another  dun:  to 
get  ready  for  the  next  chaHengi 
High  among  them  is  the  povcit)  ot 
peoples  in  Eastern  Europe,  China  and 
the  Third  World.  Such  poverty  car 
much  suffering.  This  suffering  is  un 
necessary  because  over  the  centum 
s\  stem  has  been  worked  out  to  create 
"the  wealth  of  nations**— all  nations. 
[o  bring  that  system  to  all  the  WOfJk 
poor  is  now  ,  the  Cold  War  being  o\ 
our  chief  unfinished  business         Hi 
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PECIAL    ADVERTISING    SUPPLEMENT 

K  new  light  shines 
pn  the  Scotches 

\  consumer-led  surge  of 
iterest  is  inspiring  restaurateurs, 
larketers  and  producers ..." 

Dy  Michael  Jackson 


SCOTCH  IS  BEING  REDISCOVERED  .  .  .  and 
icen  in  a  completely  new  light.  For  the 

Erst  time,  restaurants  in  the  United  States 
re  beginning  to  make  Scotches  their 
featured  attraction,  with  back  bars 
boasting  large  selections  of  premium  and 
de  luxe  blends  (usually  12  or  15  years  old), 
iand  Single  Malts. 

The  phenomenon  has  spread  beyond 
some  of  the  famous  specialists  in  New 
York.   One   Philadelphia   restaurant, 
known  for  its  post-modernist  decor  and 
American  regional  cuisine,  has  a  back 
bar  offering  no  fewer  than  50  blended 
Scotches  and  200   Single  Malts.   (A 
blended  Scotch  may  contain  more  than 
40  malts;  the  former  is  an  orchestration, 
the  latter   a   solo   performance.)   In 
Chicago,  one  definitive  North  Side  bar 
blends  cool  jazz  with  a  500-bottle  back 
bar  in  which   Scotches  heavily   out- 
number  the   other   main   attraction, 
French  brandies.   (In  France,   Scotch 
outsells  Cognac  by  nine  to  one.)  On 
the  West  Coast,  a  pioneer  of  "Califor- 
nia cuisine"  presents  diners  at  his  San 
Francisco  restaurant  with  a  Scotch  list. 
In  such  establishments,  blends  range 
from   Ambassador,   Ballantine's   and 
Chivas  Regal  through  Dewar's  and  The 
Famous  Grouse  all  the  way  to  Johnnie 
Walker.  Single  Malts  stretch  from  Ard- 
beg,  The  Balvenie  and  Cardhu  to  Glen- 
fiddich,  The  Glenlivet  and  Glenturret. 
Why  the  surge  of  interest?  It  is  con- 
sumer-led, but  it  is  inspiring  restaura- 
teurs, marketers  and  producers  to  see 
Scotch  in  new   ways.  The  industry, 
strengthened  by  recent  concentrations 
in  ownership,  is  adopting  a  much  more 
k'  purposeful   approach  to   the  market. 
The  higher-priced  premium  and  deluxe 
brands,  and  the  Single  Malts,  are  being 
marketed   with   more   muscle   (and 
increasing   sales),   at   the  expense  of 
cheaper  products.   The  industry   has 
much  upon  which  to  build. 


For  some,  Scotch  skipped  a  generation. 
It  is  a  new,  unfamiliar,  fascinating  drink 
to  many  of  today's  mid  twentes.  The 
restaurants  making  a  specialty  of  Scotches 
usually  have  a  young,  prosperous  and 
adventurous  clientele.  Their  customers 
are  interested  in  learning  about  drinks  and 
tastes. 

After  some  of  the  more  ephemeral 
drinks,  the  Scotches'  far  wider  range  of 
tastes  offer  the  opportunity  for  grad- 
uation. Not  every  drink  affords  the 
opportunity  to  "change  up";  with 
Scotches,  the  possibilities  are  limitless: 
premiums,  de  luxes,  12-year-olds,  15's 
and  beyond  (Johnnie  Walker  Original, 
for  example,  contains  malts  of  up  to  60 
years  old). 


A  restaurant  in 
Philadelphia,  one  of 
many  outstanding 
establishments 
throughout  the 
U.S.  that  now  offer 
their  customers 
literally  hundreds 
of  different 
Scotches. 
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At  a  famous 
New  York  chop- 
house,  the  executive 
chef  sautes 
salmon  in 
Dalwhinnie  Single 
Malt  and  makes 
a  magnificent 
sorbet  with 
Highland  Park.  She 
also  organizes 
Scotch  lunches  and 
hosts  tastings  and 
seminars  on  Scotch 
with  the  assistance 
of  the  bar  manager. 


"Drink  less,  but  taste  more" 

The  Single  Malts  themselves  can  be 
explored  not  only  through  age  and/or 
vintage  but  also  their  region  of  origin 
within  Scotland,  and  their  style.  Scotch 
offers  more  opportunities  for  exper- 
imentation and  discovery  than  any  other 
spirit. 

Connoisseur  interest  in  quality  iood 
and  dnnk  is  leading  restaurants  to  organize 
tastings  and  seminars;  Scotch  is  an 
increasingly  popular  subject.  Books  on 
Scotch  are  beginning  to  appear  on  the 
"wine"  shelves  of  stores.  Drinkers  who 


want  to  understand  the  complex  tastes  of 
Scotch  are  finding  a  helping  hand. 

Scotches  can  make  more  specific 
claims  on  quality  than  many  other  drinks. 
Their  place  of  origin,  raw  materials, 
production  method  and  maturation  are 
rigidly  controlled,  and  the  industry  has  an 
unrivaled  story  to  tell  on  its  attention  to 
detail  in  production.  It  is  beginning  to 
learn  the  value  of  this  story. 

The  Scotches  fit  the  much-vaunted, 
move  to  drink  less-but-better  or  to  drink 
less,  but  taste  more.  Nobody  slams  back 
a  good  Scotch.  None  of  its  rivals  can 
match  it  for  complexity  of  bouquet, 
palate  and  finish.  It  is  a  "kinder,  gentler," 
dnnk  to  be  savored,  to  be  treated  with 
respect,  to  be  shared  in  a  relaxed,  sociable 
moment. 

While  other  drinks  may  be  limited  to 
the  cocktail  hour,  there  are  Scotches 
whose  characteristics  lend  them  to 
different  moments:  as  a  sociable  drink;  an 
aperitif;  in  some  instances,  with  food;  as 
a  digestif;  or  with  a  late-night  movie  or 
a  book  at  bedtime. 

"Scotch  is  regarded 

as  the  most  sophisticated 

drink  in  almost  every  comer 

of  the  world" 

Travel:  Americans  visiting  the 
Olympics  in  Barcelona  next  vear  may  be 
surprised  to  find  Scotch  (often  with 
t.  oca-Cola)  as  the  status  dnnk  in  Spam. 
It  enjoys  .1  similar  position  not  only  in 
France  but  also  in  Italy,  especially  in 
Milan,  the  design  capital  of  Europe. 


Scotch  has  huge  prestige  injapan,  and  1 
other  parts  of  Asia  and  the  Pacific  Rin 
Scotch  is  regarded  as  the  mos 
sophisticated  dnnk  in  almost  every  come 
of  the  world,  and  these  perceptions  ar 
beginning  to  touch  the  awareness  of 
new  generation  of  well- travele. 
Americans. 

The  glamor  of  the  Imported  labev 
attaches  to  every  Scotch.  The  produc 
can,  by  definition,  be  made  only  ii 
Scotland.  All  Scotch  is  imported.  Even  i 
it  is  bottled  in  the  U.S.,  the  Scotch  itsel 
is  an  import. 

Icy  purity:  Scotland  is  a  wild,  moun-. 
tainous,  country.  Typically,  Scotches  are, 
made  in  the  most  rural,  often  remote } 
regions:  usually  from  water  that  melted  as. 
snow  on  the  mountain-tops.  The, 
Scotches  can  make  such  claims  with  more( 
foundation  than  any  other  category  of 
drink. 

Not  only  the  water,  but  also  the  grain 
cultivated  in  Scotland,  the  peat  cut  there 
to  dry  the  barley-malt,  the  sea-air  that  the 
barrels  breathe  during  maturation  .  .  . 
Scotch  grows  from  the  earth  of  Scodand^ 
Its  country  of  origin  is  quintessential,  not 
contrived. 

Though  the  owning  companies  are 
international  giants.  Scotch  is  still  made 
in  small  distillenes.  where  the  personal 
judgment  of  the  producers  is  a  cnrical 
factor.  Scotch  is  a  craft  product.  It  is  not 
produced  on  an  industrial  scale. 

Blends  versus  Single  Malts:  while  the 
great  blends  of  the  world  account  for  the 
majority  of  sales,  the  whole  category  has 
benefited  from  connoisseur  interest  in  the 
malts.  Just  as  couture  creates  media 
attention  for  fashion,  so  the  Single  Malts 
are  making  Scotch  into  a  talked-about 
beverage,  discussed  by  wine-writ. 
the  food  pages  of  newspapers  and 
magazu: 

Maturity:  some  other  spirits  are 
produced  today  and  sold  tomonv 
Scotch  is  aged,  usually  far  beyond  the 
statutory  three  years.  In  .1  blend  that  bears 
no  age  statement,  the  younges  s 
will  probably  be  five  years  old  and  the 
most  mature  may  have  seen  ten  or  a 
dozen  summers 

Price:  Scotch  is  expensive  to  make,  and 
the  producers  have  begun  to  realise  that 
the)  cannot  compete  on  pnee  with  more 
cheaply-produced  drinks.  Higher  prices 
are  helping  increase  the  appreciation  that 
Sv  ou  lies  are  dnnks  rich  in  inherent 
qualities  Anyone  who  p.i 
a  single  shot  of  Royal  1  ochnagar  dearly 
values  \\  hat  is  in  the  g  |^ 


he  Top  Scotches 
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he  Biggest-selling  Premium,  de 
uxe  and  Single  Malt  Scotches  are  all 
eeing    increased    marketing    activity, 
elow  are  the  leaders  in  various  segments 
r  markets.  Ask  any  producer  the  reasons 
or  the  success  of  his  brand  and  he  will  tell 
ou  it  is  a  good  Scotch.  Press  him  to 
efine  "good",  and  he  will  elaborate:  "It 
s  mellow,  smooth  and  well-rounded". 
Within  the  industry,  hundreds  of  more 
specific    descriptives    are    used.    Here, 
whisky-writer  Michael  Jackson  offers  his 
own  personal  descriptions.  Each  of  the 
*  blends  contains  anything  from  a  dozen 
malts    to    more    than    40,    but    the 
"Signature"  distillates  perhaps  offer  some 
clue  to  salient  features: - 

World's  biggest-selling  Scotch: 
Johnnie  Walker.  The  premium  Red 
Label  version  can  hold  this  title  alone, 
without  the  help  of  the  de  luxe  Johnnie 
Walker  Black.  These  products  are  notable 
for  their  drily  aromatic,  "classic  Scotch", 
character.  They  are  blended  from  a 
selection  of  many  malts,  but  with  an 
emphasis  on  flowery,  smooth,  vanilla-like 
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malts  such  as  Cardhu  (from  the  Speyside 
region)  and  smokier  islanders  like  Talisker 
and  Lagavulin.  Johnnie  Walker  Black 
contains  a  higher  proportion  of  malt 
whisky,  much  of  which  is  aged  in  sherry 
casks. 

World's  biggest-selling  de  luxe  brand: 
Chivas  Regal.  A  notably  elegant  blend, 
with  a  firm  palate.  This  blend  includes 
such  famous  Speyside  malts  as  The 
Glenlivet  (flowery,  peachy);  Glen  Grant 
(nutty);  Longmorn  (malty)  and  a  broad 
spectrum  from  across  the  region.  Its 
principal  island  malt  component  is 
heathery,  with  a  hint  of  lavender. 

Biggest  seller  in  the  U.S.:  Dewar's.  A 
distinctively  fresh-tasting  blend,  with  a 
flowery,  fruity,  sweetish,  character. 
Component  malts  include  eastern 
Highlanders  like  Aberfeldy  (aromatic, 
orangey);  Royal  Lochnagar  (fruity-spicy); 
and  Glen  Ord  (spicy,  gingery). 

Biggest  sellers  in  Europe:  Ballantine's, 
J&B.  These  two  soft,  light-tasting,  blends 
from  rival  companies  are  currently 
enjoying  a  particular  success  in  Europe. 


Johnnie  Walker,  the 
world's  biggest 
selling  Scotch,  chic 
and  contemporary 
from  Madrid  to 
Macau,  from 
Toronto  to  Tokyo 
and  from  Berlin  to 
Bogota. 
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Ballantine's  is  the  biggest  seller  overall; 
J&B  wins  in  some  national  markets.  Both 
also  do  well  in  the  Americas  and  Japan. 

Ballantine's  has  some  soft  Lowland 
characteristics,  contains  several  dryish 
Highland  malts,  and  a  faint  hint  of  island 
smokiness.  A  soft,  gently  complex,  blend, 
with  a  note  of  Bourbon  wood.  Its 
worldwide  sales  have  increased  from  1.4 
million  cases  in  1970  to  5.3  million  in 
1990. 

J&B's  blender  places  an  emphasis  on 
some  of  the  most  delicately  fragrant, 
flowery-fruity  Speysiders,  and  aims  for  a 
considerable  flavor  development  in  the 
whisky  as  it  is  being  enjoyed. 

Biggest  seller  in  Scotland:  The  Famous 
Grouse.  The  name  refers  not  to  "grouse" 
as  in  complain,  but  to  the  Scottish  game- 
bird  sought  by  the  hunting  and  shooting 
aristocracy  for  the  finest  dining  tables. 
This  blend  is  notably  oaky,  with  a  hint  of 
sherry,  and  a  good  length.  It  has  a  bias 
toward  some  of  the  sweeter  Speyside 
malts,  with  some  balancing  island 
character  from  the  full-flavored  Highland 
Park. 

"Aged"  Scotch:  Pinch  15-year-old. 
They  are  all  aged,  but  15  years  is  emerging 
as  a  new  level.  Pinch  has  led  this  small 
but  growing  segment.  It  has  a  very  clean 
palate,  honeyish  in  the  middle,  with  some 
fullness  of  fruity  flavors,  and  a  notably  dry 
finish  with  the  faintest  hint  of  peat  and  a 
good  dash  of  sherry  wood.  Its  component 
malts  include  the  dryish  Lowlander 
Glenkinchie  (with  a  suggestion  of 
cinnamon?)  and  Speysiders  Balmenach 
(heather-honey;  herbs?)  and  Glenlossie  (a 
hint  of  sandalwood?). 

World's  biggest-selling  malt: 
Glenfiddich.  The  correct  pronunciation 
is  with  a  hard  "ch"  but,  with  their  sales, 
its  marketeers  do  not  mind  how  it  is 
ordered.  A  light-bodied,  smooth, 
sweetish,  fruity,  Single  Malt  that  has 
introduced  millions  of  drinkers  to  the 
category.  "Glen"  is  Scottish  Gaelic  for  a 
small  valley;  the  Fiddich,  a  tributary  of  the 
Spey,  is  the  river  on  which  the  distillery 
stands. 

Biggest-selling  malt  in  the  U.S.:  The 
Glenlivet.  There  is  a  good  reason  for  the 
definite  article:  this  distillery  in  the 
mountains  was  the  first  legal  Scotch- 
maker  in  the  glen  of  the  Livet  ....  or 
anywhere  on  Speyside  ....  indeed,  in 
the  Highlands.  Its  product  is  the  classic 
example  of  the  elegant  style  of  Speyside 
Single  Malt.  Flowery  peachy,  notes  of 
vanilla  -  a  delicate  yet  full  flavored  malt. 


The  new  muscle  in 
the  industry 


"However  controversial  the 
Guinness  takeover,  few  would 
argue  that  it  has  been  anything 
but  beneficial  to  the 
competitiveness  of  the  industry" 


THE  WORLD'S  BIGGEST  drink  company 
came  into  being  when  the  brewers 
Guinness,  known  the  world  over  for  their 
Dublin  stout,  acquired  first  the  Scotch- 
producers  Bell's  and  then  the  far  bigger 
Distillers  Company,  in  the  late  1980s. 
Guinness  formed  from  these  elements 
United  Distillers,  which  own  Johnnie 
Walker,  Dewar's,  Pinch  and  many  other 
brands.  They  also  own  more  than  30 
distilleries  in  Scotland.  Among  their 
Single  Malts  are  Cardhu  and  Royal 
Lochnagar,  plus  the  Classic  range.  The 
company  also  have  a  stake  in  Moet 
Champagne  and  Hennessy  Cognac 
through  their  parent  LVMH. 

However  controversial  the  Guinness 
takeover,  few  would  argue  that  it  has 
been  anything  but  beneficial  to  the 
competitiveness  of  the  industry. 

Around  the  same  time,  the  British 
brewing-and-food  group  Allied-Lyons 
acquired  Hiram  Walker,  owners  of 
Ballantine's.  Soon  afterwards,  they  also 
took  over  the  distilling  interests  of  the 
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British  brewers  Whitbread.  These' 
included  not  only  Beefeater  Gin  butt 
also  several  well-established  Scotches. 
The  company  formed  as  a  result,r 
Allied  Distillers,  now  own  Ballantin;. 
Laphroaig  and  many  other  brands.  They  I 
own  15  distilleries. 

In  the  Japanese  market.  Allied  have 
trading  finks  with  Suntory,  another 
international  giant.  Suntory  also  has  small 
stakes  in  two  Scottish  Single  Malt 
distilleries,  Ben  Nevis  and  Tomatin,  are 
Japanese-owned. 

Seagram  have  been  a  major  force  in  the  ' 
Scotch  industry  since  1949,  and  are 
deeply  committed  to  it.  Their  several 
brands  include  Chivas  Regal  and  The 
Glenlivet,  and  they  own  nine  distilleries. 
One  of  these,  Strathisla,  dating  from  at 
least  1786,  is  the  oldest  distillery  in  the 
Highlands. 

In  the  most  recent  shuffle.  Highland 
Distilleries  took  a  minority  stake  in  the 
holding  company  that  owns  Remy- 
Martin.    Highland    own    The    Famous 
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The  magnificent 
Seagram-owned 
Strathisla  distillery, 
reckoned  to  be  the 
oldest  in  the 
Highlands. 


grouse.  Their  six  malt  distilleries  include 
Highland  Park  and  Bunnahabhain. 

The  international  drinks-and-food 
pompany  Giandmet,  through  Inter- 
national Distillers  and  Vintners,  own 
lusterini  and  Brooks.  Their  portfolio 
includes  J&B  Rare  and  three  distilleries. 
Among  their  malts  are  Knockando  and 
The  Singleton. 

Pernod  Ricard,  of  France,  who  own 
Aberlour  Single  Malt,  have  in  recent  years 
bought  their  third  Scotch  distillery. 
American  Brands,  who  own  Jim  Beam 
Bourbon  and  the  Whyte  and  Mackay  and 
Dalmore  Scotches,  sought  this  year  to 
increase  their  portfolio  of  distilleries 
from  three  to  nine  by  bidding  for  the 
Invergordon  group. 

There  are  only  a  handful  of 
independents  in  the  Scotch  industry, 
among  which  a  notable  example  is 
William  Grant  and  Sons,  who  owns 
Glenfiddich  and  Bafvenie  Single  Malts. 

The  concentration  of  the  industry  had 
been  proceeding  steadily  for  decades 
before  its  recent  tightening,  and  there  are 
many  historical  and  cultural  connections 
that  render  Japanese,  Canadian  and 
Kentuckian  distillers,  Irish  brewers, 
French  drinks  companies  and  English 
wine  merchants  less  than  total  foreigners 
to  Scotch  whisky. 

*  Nor  has  the  concentration  reduced  the 
scale  of  the  industry.  On  the  contrary, 
United  Distillers  sale  of  some  surplus 
distilleries  to  other  producers  has  resulted 
in  their  being  reopened.  Around  the 
beginning  of  this  decade,  more  than  a 
dozen  distilleries  emerged  from 
mothballs.  At  the  moment,  almost  all  of 
Scotland's  100-odd  distilleries  are  in 
operation,  and  William  Grant  have 
recently  built  a  new  one,  Kininvie,  whose 
product  will  become  available  as  a  mature 
whisky  in  another  three  or  four  years. 

While  the  U.S.  market  has  declined  in 
volume,  Scotch  has  in  the  same  period 
made  impressive  strides  in  most  of  the  rest 
of  the  world,  especially  Europe  and  Japan. 
The  industry's  biggest  problem  lies  in 
forecasting  demand  between  five  and  15 
years  ahead.  It  has  always  been  subject 
either  to  shortages  or  surpluses.  The  cycle 
hit  high  surplus  in  the  early  and  mid 
1980s,  and  that  caused  the  closure  and 
mothballing  of  distilleries  and  ultimately 
made  the  Distillers  Company  vulnerable 
to  takeover. 

The  closures  began  to  limit  supply,  and 
steeply  increase  the  price  of  new  whisky, 
round  about  the  time  United  Distillers 
came  into  being.  Brand-owners  seeking 
to  buy  whisky  fresh  from  the  still,  for 


maturation  and  subsequent  blending, 
found  themselves  paying  four  or  five 
times  the  price  they  had  done  a  year 
earlier.  United  Distillers  took  advantage 
of  this  situation  dramatically  to  improve 
management  of  stocks  and  prices,  and  this 
has  been  reflected  in  the  trade. 

The  emphasis  of  marketing 

has  switched  to  the 

more  expensive  Scotches, 

primarily  the  premiums 

and  de  luxes, 

but  also  the  Single  Malts  .  .  . 

United  Distillers  used  its  sheer  size  to 
enforce  a  unifying  agenda  on  the  industry. 
The  point  was  well  taken.  United 
Distillers  management  of  its  stocks  has 
been  a  huge  influence  in  the  pricing  of 
Scotch,  and  its  sensitive  rationalization  of 
what  was  once  an  over-stuffed  product 
portfolio  has  given  a  new  confidence  to 
the  marketeers  of  its  brands.  It  is  unlikely 
the  industry  will  ever  again  allow  its 
product  to  be  too  cheap,  either  at  source 
or  in  the  retail  trade. 
The  emphasis  of  marketing  has  switched 
to  the  more  expensive  Scotches  (pri- 
marily the  premiums  and  de  luxes,  but 
also  the  Single  Malts,  which  some 
companies  had  been  slow  to  exploit); 
deep  discounts  have  been  far  less  evident; 
brands  under  the  same  ownership  have 
been  positioned  so  that  they  segment  the 
market  rather  than  competing  head-on; 
secondary  brands  have  been  dropped  or 
divested  and  in  the  bottled-in-the-U.S. 
market  only  the  strongest  players  have 
thrived.  Over  a  ten-year  period,  bottled- 
in-Scotland  blends  have  shown  a  50  per 
cent  increase  in  their  worldwide  sales. 
Over  the  same  period,  Single  Malts  have 
done  even  better,  albeit  from  a  low  base: 
they  have  increased  their  sales  between 
three  and  four- fold. 

The  biggest  producer  of  Scotch, 
Guinness,  currently  earns  75  per  cent  of 
its  trading  profits  from  United  Distillers' 
spirits.  This  fall,  the  company  showed  a 
16  per  cent  increase  in  its  half-yearly 
operating  profit  despite  the  significant 
recession  throughout  the  English- 
speaking  world.  (Twenty  per  cent  of 
Guinness's  profits  are  earned  in  the 
United  Kingdom,  26  in  the  rest  of 
Europe,  17  in  North  America,  21  per 
cent  in  Asia  and  Pacific  and  16  in  the  rest 
of  the  world). 

The  Financial-Times  noted:  "Guinness 
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has  continued  to  increase  the  price  of 
whisky  in  line  with  its  policy  of 'confident 
pricing',  which  has  contributed  to 
increased  profits."  The  paper  quoted 
United  Distillers'  managing  director 
Tony  Greener  as  saying:  "Scotch  whisky 
was  ridiculously  underpriced."  The 
Financial  Times  added:  "Guinness's 
earnings  growth  in  recent  years  has  been 
extraordinary." 

"The  ('Manchester')  Guardian" 
commented:  "Margins  .  .  .  the  secret  of 
Guinness's  genius.  Margins  have  grown 
not  only  because  of  higher  prices  but  also 
because  drinkers  have  become  more 
discerning,  or  at  least,  more  interested  in 
premium  brands  -  with  the  help  of  clever 
marketing." 

Greener  has  been  quoted  elsewhere  as 
saying:  "The  lesson  for  the  1990s  is  not 
to  market  alcohol  as  if  it  were  a 
commodity  product,  but  to  treat  it  as  a 
luxury  item.  It  is  to  do  with  people's 
perceptions  of  quality.  The  host  wants  his 
friends  to  see  what  he  is  offering  them. 
This  makes  branding  very  important. 

"We  are  in  a  mature  market,  with 
volume  growth  of  perhaps  one  or  two  per 
cent  a  year,  but  people  who  drink 
standard  brands  of  Scotch  whisky  aspire 
to  drink  a  higher  quality.  Our  industry 
therefore  has  a  good  future  as  our 
customers  become  more  affluent  -  that  is, 
if  you  believe  in  steadily  increasing 
wealth.  People  will  not  drink  more  by 
volume,  but  they  will  by  value. 

Greener  recognizes  the  significance  of 
the  anti-alcohol  lobby  in  the  United 
States,  and  feels  that  companies  making 
drinks  must  take  the  initiative  in 
challenging  it.  "I  believe  that  98  per  cent 
of  our  customers  drink  only  in 
moderation,  and  derive  a  benefit  from  it. 
We  must  work  hard  to  gain  widespread 
acceptance  for  the  belief  that,  in 
moderation,  alcohol  enhances  the  quality 
of  life." 

From  a  worldwide  perspective,  the 
significance  of  the  anti-alcohol 
movement  is  diminished.  Thirty-six  per 
cent  of  Scotch  is  sold  in  Continental 
Europe,  where  in  most  countries  drink 
has  an  important  social  and  gastronomic 
role,  about  which  young  people  learn  by 
experience  from  an  early  age. 

The  contemporary  British  novelist 
Margaret  Drabble  was  recently  quoted  as 
saying:  "Scotch  has  many  virtues  .  .  . 
cheering  the  spirits,  and  transporting  one 
magically  across  that  dangerous  gulf 
between  work  and  play,  day  and 
night  ..."  dp 
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Branding  "The 
Wines  of  Scotland 


HOW  MANY  BRANDS  in  any  category  of 
product  or  service  are  so  strong  that  then- 
name  can  be  left  off  their  ads?  This  tactic 
might  seem  like  taking  confidence  to 
excess,  but  J&B  will  be  doing  it  again  this 
Christmas,  with  its  "ingle  ells"  campaign. 

Nor  will  the  "ingle  ells"  theme  be 
restricted  to  the  ads.  The  Christmas  pack 
will  play  Jingle  Bells  when  it  is  opened, 
and  a  specially-printed  gift  glass  will  reveal 
the  full  name  only  when  it  is  filled. 

The  theme,  continued  at  other  times 
of  the  year  with  "J&B  at  Home"  (the  logo 
on  home  plate  at  a  ball  game),  "J&B  on 
a  date"  (on  top  of  the  fruit),  and  a 
somewhat  predictable  (but  popular  with 
readers)  "J&B  on  the  Rocks",  reflects  the 
brand's  wish  to  be  seen  as  an  unstuffy 
Scotch,  with  a  sense  of  fun.  The  ads  have 
attracted  a  great  deal  of  mail  -  and  many 
readers  wanted  to  know  at  which  game 
the  home  plate  picture  was  shot.  The 
answer  is  Toronto  Blue  Jays  versus 
California  Angels,  at  Anaheim.  Apart 
from  being  involving,  the  campaign 
testifies  to  the  recognition  achieved  by 
the  brand  name. 

The  letters  "J&B"  go  together  like, 
well,  bagels  and  lox  .  .  .  but  what  do  they 
mean?  They  are  the  initials  of  Justerini 
and  Brooks,  but  who  were  they? 

Giacomo  Justerini  was  an  Italian,  from 
Bologna.  He  emigrated  to  England  in 
pursuit  of  a  romance  with  an  opera- 
singer,  Margherita  Bellion,  in  1749.  The 
romance  does  not  seem  to  have  come  to 
fruition,  but  Justerini  meanwhile  worked 
in  Britain  as  a  maker  of  liqueurs.  By  1779, 
he  was  already  selling  Scotch  whisky. 
Brooks  was  a  later  partner  in  the  firm, 
which  also  sold  wines. 

Justerini  and  Brooks  wine  and  spirits 
shops  still  operate  at  61  St.  James's 
Street,  London,  and  39  George  Street, 
Edinburgh.  It  is  possible  to  walk  off  the 
street  into  either  and  buy  a  single  bottle 
of  wine  or  Scotch.  American  drinkers  of 


J&B  frequently  call  into  both  shops, 
especially  St.  James's,  to  visit  the  source 
of  the  brand.  In  the  same  street,  they  can 
buy  cigars  from  Davidoff,  a  hunting  rifle 
from  William  Evans,  boots  from  John 
Lobb,  or  a  hat  from  Lock  and  Co. 

J&B  Rare  began  its  life  as  the 
company's  own  blend  of  Scotches,  and 
still  is.  It  was  introduced  to  the  United 
States  after  Prohibition.  There  is  also  a 
15-year-old  Reserve,  which  has  been 
available  in  the  United  States  for  the  last 
four  or  five  years. 

Wine  and  spirit  merchants,  who 
bought  Scotches  by  the  barrel  and  made 


The  J&B  balloon 
which  is  often 
featured  at  sporting 
occasions  around 
the  world  and, 
below,  a  visual  idea 
of  the  many 
different  whiskies 
that  go  to  make  up 
the  distinctive 
bouquet  of  J&B 
Rare. 


up  their  own  blends,  were  the  creators  of 
many  of  today's  famous  brands. 

George  Ballannne  was  apprenticed  to 
a  grocer  and  spint  merchant  in  Edinburgh 
in   1822,  and  later  had  his  own  shops 
Johnnie    Walker,    probably    the    K 
known  name  in  Scotch,  was  the  owner 
of  a  small  grocery  store  and  w  me-and- 
spint  business  in  the  southern  Scottish 
town  of  Kilmarnock  in  the  182(>s.  In  the 
heart  of  Scotland,  in  the  cit\  of  Perth. 
John  Pcw.ir  started  work  in  a  relatn 
wine  cellars  in  18(*>.  became  a  partner,  set 
up  his  own  business  and  became  the  rirst 
man  to  sell  branded  w  hiskv  in  bottles  In 
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e  same  city,  a  grocery  and  wine  business 
Unded  in  1 800,  and  whose  headquarters 
e  still  called  Bordeaux  House,  is  the 
bine  of  The  Famous  Grouse  (introduced 

1897).  The  Chivas  Brothers  were 
irtners  in  a  store  founded  in  1801  in  the 
jrthem  city  of  Aberdeen.  Chivas  Regal 
as  introduced  in  the  1890s.  The 
♦ubriquet  "Regal"  was  no  doubt  inspired 
y  the  fact  that  this  company  supplied 
hisky  to  Queen  Victoria  at  her  nearby 

•ttish  country  home,  Balmoral  Castle. 

(he  Queen  was  also  an  enthusiast  for  the 
iingle  Malt  made  next  door  to  the  castle 
[nd  now  known  as  Royal  Lochnagar. 

The  sovereignty  of  the  brand  gains  a 
iew  meaning  when  it  is  considered  that 
cotches  renowned  a  hundred  years  ago 
re  still  market  leaders,  and  on  an 
[iternarional  scale.  For  long-term  success, 
he  honest-to-goodness  name  of  a  store- 
:eeper  or  two  has  yet  to  be  challenged  by 
I  brand  dreamed  up  in  the  New  Product 
Development  department  of  a  Madison 
\venue  agency. 

Guinness's  Tony  Greener  talks  of 
sociological  research  predicting  in  the 
1990s  a  greater  appreciation  of  products 
"with  real  intrinsic  values".  In  Scotch  as 
a  category,  this  criterion  is  met  not  only 
by  the  contents  of  the  botde  but  also  by 

the  strength  of  the  brand  names. 

« 

"Like  gold,  Scotch  is  seen 

in  many  countries  as  being 

a  currency  much  more  solid 

than  banknotes" 


Just  how  strong  are  the  brand  names  of 
the  international  premium  Scotches?  So 
strong  that  they  are  not  only  smuggled, 
but  also  used  as  illegal  exchange  in  many 
parts  of  the  world.  Like  gold,  Scotch  is 
seen  in  many  countries  as  being  a 
currency  much  more  solid  than  bank- 
notes. The  industry  may  have  mixed 
feelings  when  it  reads  that  Scotch  has 
been  used  to  pay  spies  or  drug  dealers,  but 
that  is  an  interesting  reflection  on 
perceived  values.  That  is  in  the  real  world, 
though  thriller  writers  from  Tom  Clancy 
to  Paul  Erdman  to  Dick  Francis  demon- 
strably believe  it  looms  as  large  in  fantasy. 

As  United  Distillers  know  to  their  cost, 
unscrupulous  producers  in  countless 
countries  have  persistently  tried  to 
counterfeit  the  (filled)  Johnnie  Walker 
bottle.  It  is  to  the  world  of  drinks  in  any 
category  what  the  Cartier  watch  is  to 
jewelry.  ffl| 


Scotch's  Strategies 
in  the  Marketplace 


"No  other  product  made 
exclusively  in  one  nation  is 
available  in  so  many  others" 

Different  Countries  may  have  their 
own  fashions,  but  no  drink  can  match 
the  international  success  of  Scotch. 
Worldwide,  no  other  spirit  enjoys  such 
widespread  recognition  and  prestige. 
Scotch  is  marketed  in  more  than  190 
countries;  no  other  product  made 
exclusively  in  one  nation  is  available  in  so 
many  others,  or  has  such  a  volume  of 
export  sales. 

Scotch  has  the  greatest  claim  to  be  the 
world's  favorite  drink.  Of  the  ten  top- 
selling  spirit  brands  worldwide  (listed  by 
Impact  International),  no  fewer  than  four 
are  Scotches.  No  other  category  appears 
more  than  once  in  the  top  ten.  Three  of 
the  top  four  drinks  companies  in  the 
world  are  British,  and  all  four  are 
producers  of  Scotch. 

Britain,  and  within  it  the  nation  of 
Scotland,  is  the  world's  biggest  exporter 
of  spirit  drinks  of  any  kind,  at  60  million 
cases  a  year.  Britain's  worldwide  sales,  90 


per  cent  of  which  are  of  Scotch,  represent 
almost  half  of  all  spirit  exports.  The  drink 
has  been  famously  favored  by  presidents 
of  the  United  States  (Ronald  Reagan 
recently  affirmed  his  loyalty  to  it)  and 
France,  and  by  Britons  as  disparate  as 
Prince  Charles  and  Margaret  Thatcher. 

Despite  such  success  in  so  many 
national  markets,  Scotch  has  until  recendy 
hesitated  to  go  global  in  its  advertising. 
The  industry  has  wondered  whether  the 
perceptions  of,  say,  the  Japanese,  the 
French  and  the  Americans  are  too  far 
apart  to  be  joined  into  a  single  image. 

Now,  Seagram  has  made  the  leap  by 
the  creation  of  a  Global  Brands  Division, 
and  this  is  evidenced  at  consumer  level  by 
an  international  advertising  campaign,  for 
Chivas  Regal.  As  a  strongly  international 
brand,  Chivas  Regal  is  perhaps  the  Scotch 
that  lends  itself  most  readily  to  this 
treatment.  It  also  exemplifies  the 
marketing  creed   that   consumers  buy 


One  of  the 
excellent  Chivas 
Regal  ads  from 
their  international 
campaign  launched 
in  July  of  this  year. 


brands,  not  categories. 

"Seagram's  de  luxe  Scotches  have 
propelled  the  worldwide  growth  and 
leadership  of  the  company's  spirits,"  says 
the  division's  president,  Hubert  Millet. 
"Scotch  is  a  vitally  important  category  for 
us  worldwide.  We  have  rationalized  our 
portfolio,  prioritized  markets,  introduced 
stricter  cost  controls,  and  focused  on  our 
premium  brands.  During  this  time,  profits 
from  our  Scotch  whisky  business  have 
increased  considerably.  By  consolidating 
strategic  thinking  for  brands  into  one 
global  organization,  we  are  better  able  to 
see  them,  and  their  opportunities  around 
the  world,  as  a  big  picture. 

"We  are  experiencing  a  rise  in  global 
consciousness  and,  as  a  brand-led  business, 
we  need  to  be  in  tune  with  the  likes  and 
dislikes  of  the  global  consumer.  The 
world's  population  is  increasingly  mobile, 
and  brands  now  cross  with  ease  from  one 
culture  to  another." 

In  the  global  advertising  campaign  for 
Chivas  Regal,  twenty  executions  have 
been  developed  so  far,  to  run  in  numerous 
languages.  The  campaign  was  the  work  of 
DDB  Needham  in  New  York. 

"Our  research  has  shown  us  that  our 
perceived  values  are  astonishingly 
consistent  the  world  over,"  says  Millet. 
Wherever  the  brand  was  researched, 
interviewees  responded  with  the  same 
words.  Typical  were:  'International," 
"classic,"  "elegant,"  "cultured." 
"prestigious"  and  "aristocratic.'1 

The  images  in  the  ads  deal  with  values 
that  are  prized,  yet  accessible.  They  are 
intended  to  reflect  the  integrity  ot  the 
brand,  but  to  do  so  with   emotional 


"Die  ~DeiA/tec[\et/t 

warmth.  The  first,  run  on  Father's  Day  in 
the  U.S.,  showed  a  lion  with  its  cub,  and 
the  copyline:  "As  long  as  there  is  an 
occasion  to  thank  your  father  for 
tolerating  your  childhood,  there  will 
always  be  a  Chivas  Regal." 

There  is  warmth,  too  -  but  less  gravitas 
-  inJ&B's  advertising,  which  also  works 
harder  on  brand  reinforcement.  (See 
article  on  branding).  The  ads  aim  for 
"intelligence  with  a  touch  of  wit",  but  the 
copy  and  visuals  are  given  their  own  local 
treatment  in  each  market.  J&B's  Regional 
Director  for  North  America,  Richard 
Ambler,  feels  his  product  does  best  in 
markets  where  "quality  drinking"  is  a 


Ballantine's  stylish 
ads  use  real  people 
in  real  situations 
captured  in  a 
reportage  style. 


T^e  ScotcK 


relaxing,  contemplanve  activity. 

In  all  of  its  markets.  J&B  seeks  in  its 
brand  identity,  advertising,  public 
relanons  and  sponsorship  activities  a 
"stylish,  international,  image."  This  is 
vers  evident  in  its  choice  of  sports 
sponsorship  in  various  countries:  wind- 
surfing, white-water  rafting,  rock- 
climbing,  hot-air  ballooning  .  .  . 

"Scotch  is  a  drink 
for  discerning  people" 

Ballantine  is  currently  running  ads  in 
the  U.S.  that  emphasize  the  12-year  age 
statemenr  on  its  new  Gold  Seal  blend,  but 
these  are  against  the  background  of  a 
separate,    copy-based,    campaign    that 
combines  wit  and  consumer-education 
This  campaign  has  featured  ads  with  three 
blocks  oftext,  the  first  headed,  "er 
information  about  Scotch  to  order  a 
drink*';  the  second,  "enough  to  h 
conversation**;  the  third,   "enough  to 
open  a  distillery" 

■  We  fed  that  in  the  U.S     x 
drink    for    discerning    people."    says 
Intetnabonal  Marketing  Manager  Derek 
Seddon.  "These  people  care  about  what 
the)  are  drinking  We  felt  that  no  01 
talking  to  them  in  an  intelligent  \\a\ 


I  I 
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Dout  the  nature  of  Scotch.  There  was  a 

eed  for  that.  We  light-heartedly  give  the 

ustomer  choices  as  to  how  much  time  he 

pends  reading  about  Scotch  in  our  ads. 

he  suggestion  is  that,  if  he  or  she  takes 

the   time,    they   will   learn   something 

interesting." 

In  younger  markets  in  Latin  America, 
Europe  and  the  Pacific,  the  company  has 
been  a  pioneer  of  the  lifestyle  approach. 
In  these  markets,  advertising  is  to  some 
extent  international.  Campaigns  show 
people  enjoying  Scotch  in  relaxed,  social, 
situations.  In  recent  years,  the  ads  have 
become  less  stereotyped  and  posed,  and 
models  have  been  replaced  by  "real" 
people.  The  style  has  become  closer  to 
reportage.  The  ads  have,  again,  a  witty 
copy-line,  with  photographs  captioned, 
for  example:  "The  French,  The  Italians, 
The  Scotch."  The  first  two  identify 
typical  scenes  of  people  at  pavement  cafes; 
the  third,  The  Scotch,  shows  a  bottle  of 
Ballantine's. 

When  consumers  in  Spain  were  asked, 
"If  Ballantine's  were  a  human  being,  what 
would  be  that  person's  character?",  a 
majority  of  respondents  identified  the 
product  as  being  aged  25  to  30  -  and 
female.  The  French  and  Germans  both 
see  the  brand  as  male,  but  a  writer  or  artist. 
Japanese  consumers  see  a  strand  of 
•femininity  in  the  brand,  and  Americans 
note  that  some  women  choose  it  as  a 
power  drink. 

These  different  perceptions  may  have 
something  to  do  with  Ballantine's 
unusually  wide  range  of  ages.  Like  most 
producers,  the  company  offers  its 
principal,  biggest-selling,  version  with  no 
age  statement.  Somewhere  along  the  line, 
this  version  gained  the  soubriquet 
Ballantine's  Finest,  a  superlative  that  is  no 
more  presumptuous  than  the  customary 
next-week  (or  month)  dateline  on  many 
national  magazines.  Then  comes  the  new 
Gold  Seal.  The  marketing  people  say  the 
previous  1 2-year-old  has  been  refined  by 
the  addition  of  a  couple  of  older  malts  to 
create  Gold  Seal,  though  the  company's 
veteran  blender  declines  to  be  drawn  on 
the  subject. 

Next  up  is  Ballantine's  Founder's 
Reserve,  which  carries  no  age  statement 
but  is  built  around  the  whiskies  from  15 
years  to  twice  as  old.  This  blend  has  a  very 
distinctive  Speyside  heather-honey 
character.  Founder's  Reserve  is  coming 
into  duty-free  stores  on  some  U.S. 
borders,  though  it  was  originally  created 
as  a  superior  "aged"  blend  for  the  Pacific 
Rim  and  Japanese  market. 

The  U.S.  is  also  beginning  to  see  a  little 


more  of  the  17  and  30-year-old  versions 
of  Ballantine's,  though  each  is  sought  like 
a  holy  grail  by  the  Japanese.  Neither  is 
likely  to  be  pushed,  because  whiskies  of 
these  ages  are  in  short  supply  even  in 
Scotland.  The  30-year-old  retails  for 
more  than  S200  a  bottle  in  the  U.S., 
considerably  more  in  Japan,  and  is  mainly 
found  in  restaurants  and  bars  at  the  very 
top  end  of  the  market. 

The  creation  of  blends  at  different  ages 
had  its  origins  in  the  depths  of  Ballantine's 
company  culture,  but  only  recently  has  its 
real  worth  been  recognized.  "The 
Japanese  taught  us  a  lot  about  the  value  of 
properly  emphasized  aged  statements, 
with  packaging  and  price-banding  to 
match,  and  the  way  in  which  the  whole 
range  benefits  from  the  halo  effect  of  the 
17  and  30,"  admits  Ken  Lindsay,  Scottish- 
based  Marketing  Manager  for  Ages 
Brands.    "Within    this    Ballantine's 


portfolio,  we  are  now  trying  to  establish 
for  each  product  its  own  position  in  the 
market." 

Marketing  men  for  brands  of  Scotch 
may  argue  as  to  who  first  used  the  lifestyle 
approach,  but  it  is  by  no  means  new.  No 
one  could  doubt  that  lifestyle  is  a  vital 
element  of  the  Dewar's  Profiles  cam- 
paign, an  advertising  classic  that  began  in 
1969  (with  actor-director  Jerry  Orbach). 


The  latest  example 
in  Dewar's  long- 
running  ad 
campaign  which, 
this  year,  has  the 
added  dimension 
and  warmth  of 
color. 
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The  Bunnahabhain 
distillery  on  the  Isle 
of  Islay,  an  island 
of  legendary  fame 
as  the  home  of  a 
number  of 
outstanding  malt 
whiskies. 


Only  when  the  fashionability  of  black- 
and-white  ads  are  considered  does  it  make 
sense  to  note  this  year's  big  news  on  the 
Profiles:  they  have  gone  into  color.  After 
94  ads,  graphic  artist  Denys  Cowan 
appeared  in  color  in  July/ August.  He  was 
followed  by  a  couple  (though  not  the 
first):  Bob  and  Mindy  Rich,  owners  of  the 
Buffalo  Bisons,  a  highly  successful  minor 
league  baseball  franchise. 

That  the  ads  should  have  stayed  so  long 
in  black-and-white  says  something  for  the 
campaign's  simple,  durable,  consistent, 
effective,  nature.  It  was,  indeed,  the  use 
of  modish  mono  photography  for  aloof 
fashion  and  fragrance  ads  that  persuaded 
importer  Schenley  (a  subsidiary  of  United 
Distillers)  and  its  agency,  Leo  Burnett,  to 
discover  at  this  arguably-late  stage  the 
approachability  and  warmth  of  color. 

Leo  Burnett  created  the  profiles,  and 
has  held  the  account  ever  since.  The  care 
that  goes  into  the  selection  of  subjects  for 
the  profile  is  even  greater  than  might  be 
expected.  "If  you  found  yourself  sitting 
next  to  this  person  on  a  plane  journey  for 
three  hours,  would  you  enjoy  getting  to 
know  them?  That  is  one  criterion,"  says 
John  Holley,  Marketing  Director  of 
Schenley.  "What  they  have  done  in  life, 
and  are  doing,  must  be  interesting,  but 
their  accomplishments  need  not  be  to 
have  made  money.  Nor  are  they  ever 
established  celebrities  when  they  appear 
in  our  ads.  If  they  become  celebrities 
subsequently,  that  is  tine." 

How  are  they  identified?  People 
working  on  the  account  keep  .111  eye  on 
the  media  tor  stones  ot  achievers,  and  ask 
them  whether  they  enjoy  I  )cwai  \.  Some 
subjects   have   already  been   known   to 


agency  people.  Others  have  suggested 
themselves,  though  few  of  those  have 
been  selected.  No  doubt  some  feel  there 
is  kudos  in  appearing,  but  they  are  not 
paid  -  that  is  the  answer  to  perhaps  the 
most-asked  question  about  the  campaign. 

The  ads  have  the  irresistible  appeal  of 
the  eye  to  the  keyhole,  the  nose  to  the 
window-pane,  the  peek  at  the  lives  of  the 
not-necessarily  rich  and  not-quite 
famous.  They  also  have  more  content 
than  might  be  thought.  A  key  line  in  all 
of  them  is  the  last,  in  which  the  subject 
nominates  his  (or  her,  or  their)  Scotch.  It 
is  always  Dewar's,  naturally,  but  the  line 
also  specifies  how  it  is  served;  on  the 
rocks;  with  water;  with  club  soda  or  dry 
ginger. 

By  soliciting  these  preferences,  Dewar's 
makes  a  conscious  statement  that  there  is 
no  single,  approved,  way  in  which  Scotch 
must  be  served.  While  many  connoisseurs 
prefer  Scotch  straight  (or  with  just  a  dash 
of  water  to  help  release  the  aroma), 
professional  tasters  often  dilute  it  50-50. 
and  in  Scotland  the  young  are  not  shy  of 
adding  lemonade  or  some  other  soda. 
Many  Spanish  like  Scotch  with  Coca- 
Cola,  and  the  Japanese  drink  it  in  a 
highball  trlass  packed  with  ice  and  water. 

Within  the  industry,  there  are  differing 
opinions.  Some  argue  that  scotch  can 
appeal  to  the  young  only  it  it  is  seen  as  a 
mixer  comparable  with  tequila,  ruin  or 
vodka.  Others  feel  that  in  rcalitv  it  does 
not  mix  as  well  as  these  drinks,  and  that 
its  image  is  better  presented  as  a  drink 
which  accepts  nothing  more  foreign  than 
ice.  water  or  club  soda  Others  again  argue 
that  the  emphasis  should  be  on  Scotch, 
not  am   additions  10  it     The  view   that 


Scotch  should  try  and  appeal  to  a  younger 
audience  rests  on  the  belief  that  drinkers 
stay  wdth  their  early  choices.  Others  argue 
that  people  graduate  from  college  drinks 
to  more  sophisticated  products. 

Dewar's  occupies  a  fairly  liberal 
position  in  this  spectrum,  even  orTenng 
recipes  for  Scotch  sodas  and  sours  in  its 
Summer  On  Ice  promotional  program.  It 
has  been  rewarded  with  a  relatively  young 
and  very  loyal  constituency  of  consumers, 
in  which  women  represent  an  unusually 
large  segment:  (40  per  cent). 

How  well  do  the  Profiles,  promotions 
like  Summer  On  Ice.  and  a  young  and 
often-female  constituency  relate  to  the 
product's  other  campaign.  Dewar's 
Scotland?  This  campaign  has  a  very 
different  feel,  with  us  folksy  stones  of  life 
in  mral  Scotland.  Schenley *s John  Holley 
sees  the  two  as  complementary.  The 
person  who  is  profiled  as  being  intelligent. 
hard-working  accomplished  and  inter- 
esting would,  in  his  view,  love  to  rclaN  in 
rural  Scotland:  explonng.  walking,  fishing 
or  golfing.  Both  campaigns,  sug 
I  lollev.  deal  with  the  quality  of  life.  The 
subject  and  reader  of  the  profile  arc 
b\  Dewar's  back  to  its  roots  m  the 
wholesomeness  of  Scotland. 

Dewar's  carries  no  age  statement, 
though  some  of  its  component  malts  jr- 
12  and  15  years  old.  The  famous  "White 
I  ahcl"  brand  dates  from  the  carls  \  l 
this  century.  Before  that.  Dewar's 
to  have  been,  in  I860,  the  first  Scotch  to 
have  been  supplied  in  a  branded  bottle, 
rather  than  by  the  cask  Its  signature  malt. 
Abcrfcldv.  is  made  in  a  \'u  tonan  distillerv 
in  salmon  and  deer  country  in  the  valley 
of'  the   rivei    lav   in   IVnhshire.   The 
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j distillery  is  buying  nearby  woodland  as  a 
sanctuary  for  its  population  of  red 
,  squirrels. 

Schenley's  other  blend,  Pinch,  repre- 
sents the  category  of  "aged"  Scotches.  It 
I  was  originally  a  12-year-old,  and  is  now 
15.  Since  it  moved  to  Schenley  in  1988, 
Pinch  has  gained  sales.  It  has  done  so 
despite  price  increases  to  a  level 
significantly  ahead  of  other  de  luxe 
brands.  Again  despite  this  price  premium, 
it  is  the  fourth  biggest-selling  de  luxe 
blended  Scotch  worldwide. 

Its  roots  are  as  deep  as  any.  In  1958,  the 
Pinch  "decanter"  bottle  became  the  first 
container  shape  to  be  registered  as  a 
trademark  by  the  U.S.  Patent  Office.  The 
name  has  been  used  at  least  since  1925,  and 
probably  earlier  than  that.  Although  it  is 
now  a  protected  trademark,  it  was 
originally  coined  as  a  nickname,  in  the 
U.S.,  for  the  dimpled  bottle.  In  Britain 
and  some  other  markets,  it  is  known  as 
The  Dimple.  The  bottle  shape  has  been 
used  since  1893.  Dimple  was  created  by 
the  military  family  Haig,  who  were 
pioneers  of  blended  Scotch  in  the  1870s, 
commercial  whisky-makers  from  the 
1700s  and  farmer-distillers  in  the  1600s. 

Apart  from  its  shape,  which  may  have 
originated  from  Bohemia,  the  bottle  is 
also  distinguished  by  a  gilded  wire 
'surround.  This  was  recently  reintroduced, 
to  emphasize  the  de  luxe  character  of  the 
product.  It  was  originally  applied  in  the 
earliest  days  of  the  product,  probably  as  a 

The  distinctive  Pinch  decanter 
bottle,  the  first  container  shape  to 
be  registered  as  a  trade  mark  by  the 
US  patent  office,  complete  with  its 
recently  re-introduced  gilded  wire. 


I 

x  - 

1891^1 

f 

i 

SINGLE  MAI 

\ ^^B                           1 

fF^| 

CARDHl 

1 

k^^^.^. 

t-J^H 

k        /     I  IKO  LI   MALT 

111 

CARD  HI) 

I 

soon  \  \  p 

— -■* 

■^  ,  '*\ 

~~" 

Cardhu  Single  Malt 
from  the  distillery 
of  that  name  on 
Speyside,  a  Single 
Malt  Scotch  which 
is  smooth  and 
malty  with  hints  of 
vanilla  and  a  faint 
suggestion  of  peat. 


seal  to  prevent  bar-keepers  or  shippers 
opening  the  bottle  and  filling  it  with  an 
inferior  product. 

Its  signature  malt  is,  unusually,  a 
Lowlander:  Glenkinchie.  The  distillery  is 
amid  barley  fields  just  20  miles  west  of 
Edinburgh.  It  was  built  in  1837,  and  has 
a  fascinating  museum  of  whisky-making 
equipment. 

What  might  be  termed  the  production 
values  in  Scotch  have  long  been  seen  as 
the  key  element  in  the  success  of  Johnnie 
Walker.  This  is  implied  in  the  baseline, 
"Good  taste  is  always  an  asset"  in  even  the 
youthful,  feminine-oriented,  campaign 
for  the  principal  version,  Red  Label  ("And 
she  drinks  Johnnie  Walker  Red").  The 
ads  are  intended  to  place  the  product  in 
a  context  of  contemporary,  everyday  life. 
Johnnie  Walker  Black  has  a  much 
more  understated  approach.  Its  ads  have 
the  self-assurance  to  permit  only  a  glimpse 


of  the  label,  and  never  show  the  bottle. 
They  assume  that  the  Black  Label 
consumer  is  equally  self-assured.  "These 
are  people  who  darned  well  know  what 
they  want,"  says  John  Morrell,  of 
importers  Schieffelin  and  Somerset. 
"They  are  very  self-confident.  They  will 
forge  ahead  on  their  own.  They  have 
really  acquired  a  taste  for  Scotch,  and 
chosen  their  brand.  Picking  your  own 
brand  is  a  statement  of  discernment.  Black 
is  not  a  'safe'  brand;  it  is  a  discerning 
choice.  Their  choice  is  what  our 
advertising  sets  out  to  support. 

"Johnnie  Walker  is  a  classic  Scotch. 
We  have  protected  the  standards  of  its 
production.  We  have  never  lightened  it, 
in  either  color  or  flavor,  and  we  never 
will."  The  Black  Label  version  is  a 
12-year-old,  with  more  island  character 
and  more  sherry  ageing. 

Other  versions  internationally  include 
Swing,  (a  blend  of  45  different  whiskies). 
Premier,  (with  some  malts  of  30  to  40 
years);  and  Oldest  (with  some  of  up  to  60 
years).  Oldest  is  in  duty-free  stores,  but 
will  be  coming  to  the  U.S.  market  as 
Johnnie  Walker  Original. 

The  Johnnie  Walker  brand-name  dates 
from  1909.  The  Walker  family's  signature 
distillery  was  always  Cardhu,  on  Speyside. 
This  distillery  produces  a  smooth,  malty, 
Scotch,  with  hints  of  vanilla  and  a  faint 
suggestion  of  peat.  There  is  also  plenty 
evidence  of  the  peppery  islander  Talisker 
and  the  grassy-flowery  Lowlander 
Rosebank  among  the  many  malts  that  go 
into  the  Johnnie  Walker  blends.  The 
Cardhu  distillery,  which  the  Walker 
Company  bought  in  1 893,  had  been  built 
by  a  woman,  Elizabeth  Cumming,  to 
replace  a  smaller  one  founded  by  her 
father-in-law  in  1824.  Mrs  Cumming, 
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who  was  a  widow,  is  remembered  in  the 
annals  of  Scotch  as  a  shrewd,  enterprising 
and  ambitious  businesswoman. 

Pictures  of  the  Cumming  family  hang 
in  the  baronial  guest  hall  of  Cardhu.  The 
hall  was  formerly  a  malt  kiln,  as  its  80ft. 
high  pyramid  interior  reveals.  At  the 
dining  table,  Distillery  Manager  Evan 
Cattanach  entertains  guests  over  a  hot 
lunch  of  traditional  Scottish  dishes.  He 
wears  a  kilt  in  the  hunting  tartan  of  the 
Macphersons,  his  clan.  "I  find  it  the 
most  comfortable  of  dress,  especially 
when  I  am  travelling,"  he  says.  "I 
always  wear  the  kilt  on  plane  journeys. 
Even  a  raised  eyebrow  would  seem  risky. 
Cattanach  is  over  6ft.,  and  has  a  cere- 
monial black  dagger,  a  sgian  dhu,  tucked 
into  his  hand-knitted  woolen  socks. 

Like  most  distillery  managers, 
Cattanach  lives  on  the  premises. 
Distilleries  tend  to  be  in  remote  spots,  and 
most  were  built  with  a  scatter  of  houses 
for  their  workers,  the  most  imposing  for 
the  manager.  Cattanach  has  not  seen 
much  of  his  home  this  year,  because  he 
travels  constantly  to  promote  both 
Cardhu  as  a  Single  Malt  and  the  Johnnie 
Walker  blends  in  which  it  is  such  an 
important  component. 

He  has  been  to  the  United  States  three 
or  four  times  this  year,  to  take  part  in  the 
Mentor  program  that  has  become  one  of 
Johnnie  Walker's  key  marketing  tools. 
Groups  of  consumers  are  invited  to 
tastings  in  restaurants,  and  sample  some  of 
the  malts  that  go  into  the  Johnnie  Walker 
blends.  "Most  drinkers  of  blended 
Scotches  never  knew  quite  what  they 
were  drinking  -  or  how  good  it  was," 
reflects  Michael  Stoner,  who  is  brand 
manager  for  Johnnie  Walker  Black, 
Cardhu  and  another  Single  Malt,  Royal 
Lochnagar. 

After  years  in  which  the  industry  rested 
on  its  reputation  for  quality,  and  the  Scots' 
legendary  willingness  to  travel  to  every 
corner  of  the  earth,  and  to  cut  shrewd 
deals,  it  is  beginning  to  realize  what  an 
asset  it  has  in  the  people  who  make  the 
whiskies.  Rural  Scots  can  be  shy  or 
taciturn  but,  given  the  opportunity, 
managers  and  blenders  can  talk  about 
their  products  with  great  feeling  and  first- 
hand understanding. 

This  education  is  going  on  in  Scotland, 
too,  where  hundreds  of  thousands  of 
visitors  tour  distilleries  every  year.  At  the 
Royal  Lochnagar  distillery  Alist.ur 
Skakles  and  his  wife  I  Iclcn  are  a  highly- 
effective  team.  I  [e  manages  the  distillei  J . 
his  wife  runs  the  visitor  center. 

Queen  Victoria  was  an  almost-casual 


"They  may  one  day 

find  themselves  hosting 

Prince  Charles,  with  his 

predilection  for  Single  Malts" 

visitor,  conferring  the  prefix  "Royal" 
before  their  time,  and  they  may  one  day 
find  themselves  hosting  Prince  Charles, 
with  his  predilection  for  Single  Malts. 
The  Prince  has  already  written  and 
published  a  children's  story  called  The 
Old  Man  of  Lochnagar.  The  title  refers 
to  the  mountain  that  overlooks  both  the 
royals'  Scottish  home,  Balmoral,  and  the 
distillery,  less  than  half  a  mile  away. 

The  Queen  Victoria  tourist  trail,  hill- 
walking  and  salmon-fishing  in  the  Dee  all 
bring  visitors  to  the  area.  Royal  Lochnagar 
is  one  of  the  few  distilleries  they  can  see 
in  this  eastern  part  of  the  Highlands,  well 
within  range  of  an  airport  at  the  important 
city  of  Aberdeen. 

Royal  Lochnagar  is  one  of  the  smaller 
distilleries.  Although  it  was  purpose-built, 
in  1845,  it  still  has  the  look  of  a  farmhouse 
distillery  from  even  earlier  times.  The  first 
Lochnagar  was  founded  in  1826,  and 
there  had  been  an  illegal  distillery  before 
that. 

As  a  Single  Malt,  Royal  Lochnagar  has 
a  medium  to  full  body  and  a  rich  maltiness 
that  is  reminiscent  of  very  fresh,  spicy, 
bread.  Ginger  cake,  perhaps?  It  is  a  soft, 
enwrapping,  malt.  Royal  Lochnagar  is 
bottled  as  a  12-year-old,  and  in  a  version 
called  Selected  Reserve  that  carries  no  age 
statement.  Selected  Reserve,  which  retails 
mainly  in  duty-free,  for  around  SI 05  a 
bottle,  contains  whisky  only  from  hand- 
selected  barrels.  No  more  specific  regime 
is  laid  down,  because  it  is  the  duty  of  the 
manager  to  choose  the  casks.  He  picks  out 
those  he  feels  are  developing  as  the  best 
in  his  maturing  stock,  and  uses  them 
when  he  judges  them  to  be  at  their  peak. 
Half  of  the  casks  used  for  Royal  Lochnagar 
are  "first  full".  This  means  not  only  that 
they  previously  contained  sherry,  but  also 
that  they  have  been  used  onl\  once  for 
Scotch.  It  is  hardly  surprising  that  Selected 
Reserve  has  a  good  sherry  character. 

Sherry  casks  provide  a  roundness, 
softness  and  richness  inherited  from  the 
wine,  especially  if  it  was  o(  the  oloroso 

type.  The  oak  also  contributes  its  own 
characteristics,  While  new  oak  would 
overpowei  Scotch,  and  "tired"  wood 

would  leave  an  unpleasant  taste,  a 
perfectly  judged  selection  of  casks  can 
make  a  remarkable  contribution. 


It  is  this  selection  of  casks  which  is  or 
of  the  secrets  of  The  Famous  Grouse, 
company  buys  its  wood  in  the  Ozarks,  h*  j 
its  casks  made  in  Spain,  and  loans  them  t  > 
sherry  bodegas  until  they  have  develope 
the  requisite  character. 

The  most  popular  brand  in  Scotlanc 
The  Famous  Grouse  has  retained  even : 
that  market  the  image  of  an  insider"! 
blend.  This  may  in  part  be  due  to  it 
complexity  of  character,  but  the  odc| 
name  helps  too.  So  do  the  connotationj 
of  the  grouse  as  a  bird:  a  striking  and  ver 
marketable  visual  image  that  speaks  ol 
Scotland.   Even   its   colors   evoke   tht 
heathery  moorlands  of  the  north.  Tht 
wildness,  "the  natural  aspect  of  Scotland' 
in  the  words  ofjohn  Goodwin,  Chair 
of  the   owning  company,   is  perfectly] 
symbolized  by  the  red  grouse. 

"The  company  has  always 

marketed  The  Famous  Grouse 

on  quality  rather  than 

lifestyle" 

The  Famous  Grouse  achieved  its  status 
in  Scotland  despite  being  priced  higher 
than  other  premium  brands.  "Grouse  is 
a  high-cost  product,  explains  Goodwin. 
That  is  fine  if  you  knoyv  why  you  are 
high-cost:  we  put  particularly  high  value 
whiskies  into  our  product,  and  have  an 
individual  approach  to  blending.  We 
want  to  increase  sales,  but  never  by 
cutting  corners  on  quality." 

The  company  has  always  marketed 
The  Famous  Grouse  on  quality-  rather 
than  lifestyle  -  "Quality  in  an  ... 
change"  as  the  bye-line  sa)  s  -  and  has  no 
intention  of  changing  this  policy. 
Goodwin  sees  future  growth  in  the 
United  States,  and  also  in  European  and 
Far  Eastern  markets  w  here  Scotch  has  to 
be  able  to  substantiate  us  quality  -  crucial. 
if  it  is  to  meet  its  role  as  a  product  for  the 
aspirant.  "Grouse",  as  it  is  colloquialh 
known,  is  growing  strongly  in  England 
and  beginning  to  establish  itself  with  the 
new  generation  of  Scotch  connoisseur  m 
the  United  States  where  the  brand 
handled  by  1  loubleui. 

The  Famous  Grouse  is  owned  b\ 
Matthew  Gloag  &  Sons,  a  subsidiary 
Highland  Distilleries  The  present 
Matthew  Gloag.  the  sixth  in  his  fanuh 
a  tireless  promoter  of  the  product,  and  the 
company  sponsors  events  ranging  from 
golf  and  ruglw  to  jazz  1  his  Scotch  was 
the  onh  British  sponsor  of  the  recent 
Ruglw  World  Cup.  and  that  perhaps  hints 
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4|at   the   company's   increasingly   inter- 

i  national  ambitions.  After  Scotland  and 

k  iEngland,  its  biggest  market  is  France. 

The  U.S.  is  a  growing  market,  especially 

New   England,   the   New   South,   the 

South-West  and  California. 


The  marketing  campaign  for 
The  Famous  Grouse  has 
single-mindedly  promoted  the 
concept  of  quality  in  an  age  of 
change,  a  theme  that  has  taken 
it  to  the  number  one  spot  in  its 
native  Scotland. 

In  New  York  earlier  this  year,  the 
company  ran  a  seminar  at  Keen's 
Restaurant  to  launch  its  Highland  Park 
Single  Malt,  made  at  Scotland's 
northernmost  distillery,  in  the  Orkney 
Islands.  Highland  Park,  on  the  main 
island,  was  founded  in  1798,  on  the  site 
of  an  earlier,  illicit,  distillery. 

Highland  Park  makes  its  own  malt, 
using  peat  that  is  dug  on  the  island.  The 
Orkney  peat  is  relatively  young  (around 
10,000  years  old!),  with  a  rooty,  heathery, 
character;  those  flowery  notes  are  evident 
in  the  Scotch.  The  maltings  is  of  the 
traditional  floor  type  (only  a  handful 
remain),  and  that  may  impart  its  own 
cleanness  and  dryness.  The  Orkneys  are 
very  windswept,  with  a  sharp  change  of 
climate  between  winter  and  summer. 
The  change  of  climate  undoubtedly  helps 
maturation,  and  the  wind  seems  almost  to 
blow  a  saltiness  into  the  Scotch. 

The  relationship  between  Highland 
Park's  complexity  of  aroma  and  palate  and 
its  place  of  origin  illustrates,  at  its  own 
northern  extreme,  why  Scotland  has 
achieved  such  a  distinct  position  in  the 
production  of  spirits.  Only  now,  in  some 
of  their  advertising,  packaging,  below- 
the-line  material,  and  in  seminars  and 
tastings,  are  the  marketeers  of  Scotch 
beginning  to  tell  that  story.  3d 


Mapping  the  Quality 


"No  drink  is  quite  so  complex 
because  none  is  the  product  of 
so  many  influences'' 


IS  IT  THE  GREENHOUSE  EFFECT?  Several 
warm  winters,  with  too  little  snow  on 
the  mountains,  have  left  some  of 
Scotland's  distilleries  worrying  about 
their  water  supply.  The  snow  that  melts 
on  the  Grampian  peaks  and  filters 
through  fissures  in  the  granite  to  emerge 
in  mountain  springs  is  the  first  ingredient 
of  many  Scotches. 

One  distillery  even  hired  a  water 
diviner^ with  positive  results.  He  found 
an  alternative  source  that  emerged  from 
the  same  water  table.  No  distillery  would 
wish  to  change  its  source,  because  the 
flavor  of  its  own  water  supply  is  essential 
to  the  character  of  its  end-product. 

Another  distillery  consulted  a  geologist 
about  its  water,  and  discovered  that  the 
supply  rose  from  rock  more  than  600 
million  years  old.  The  water  itself  may  not 
have  taken  that  long  to  reach  the  surface, 
but  it  could  have  spent  hundreds  or 
thousands  of  years  on  its  journey.  Another 


geologist  believes  that  water  from  the 
mountains  in  the  north  of  Scotland  flows 
under  the  sea  before  emerging  from 
springs  on  the  nearby  island  of  Orkney, 
home  of  the  Highland  Park  and  Scapa 
distilleries.  He  can  find  no  other 
explanation  for  the  pressure  of  the  flow, 
which  is  not  justified  by  the  lesser  height 
of  Orkney's  own  mountains. 

Of  all  the  natural 
elements  that  play  a  part 
in  the  creation  of  a 
successful  whisky,  the 
choice  of  barley  is  one  of 
the  most  crucial.  A 
maltster  will  occasionally 
take  a  handful, 
whimsically,  for  the 
tactile  pleasure  of  the 
grains  running  through 
his  fingers. 
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Universities  in  both  Glasgow  and 
Edinburgh  have  departments  studying  the 
make-up  of  Scotch,  and  the  industry  does 
its  own  joint  research  as  well  as 
companies'  individual  labs.  Despite  all  of 
this,  much  remains  a  mystery,  and  no  one 
can  definitively  unravel  the  characteristics 
of  any  Scotch. 

No  drink  is  quite  so  complex  because 
none  is  the  product  of  so  many  influences, 
from  snow,  rock,  water,  heather,  barley, 
peat,  larch,  Oregon  pine,  copper,  the  oak 
of  the  Ozarks  and  Kentucky,  the  bodegas 
of  Jerez  to  the  earth,  temperature, 
humidity  and  even  the  sea. 

The  snows  that  melt  on  the  mountains 
filter  through  different  rock  formations 
before  they  reach  their  various  distilleries. 
Other  water  supplies  come  gushing  from 
springs  high  in  the  mountains,  and  flow 
over  miles  of  peaty,  heathery,  clover- 
grown,  moorland.  Each  will  produce  a 
different  Scotch. 


A  good  harvest  in  Scotland? 

Just  as  wine-growers  have  their  favorite 
varieties,  so  the  farmers  who  cultivate 
barley  for  the  making  of  Scotch  have  to 
consider  the  requirements  of  the 
maltsters  and  distillers,  all  of  whom  have 


their  own  preferences.  While  grapes  are 
delicate,  bariey  is  resilient,  and  fares  better 
in  the  cool  North  of  Europe  but  still  some 
years  are  better  than  others. 

Several  parts  of  Scodand  grow  barley 
varieties  chosen  for  the  making  of  whisky, 
but  one  of  the  most  important  regions 
of  cultivation  is  at  the  foot  of  the 
Grampian  mountains,  where  the  hill 
country  levels  out  to  the  fertile  farmlands 
facing  on  to  the  North  Sea  and  the  Moray 
Firth.  (That  last  word,  from  the  same 
root  as  the  Norwegian  fjord,  means  an 
estuary  that  narrows  into  a  deep  inlet.  The 
Moray  Firth  bites  into  Scotland's  coastline 
at  the  point  where  Loch  Ness  almost  slices 
through  the  country). 

The  grape  grower  has  only  to  crush 
his  fruit  to  release  its  natural  fermentable 
sugars  to  ferment  into  wine.  The  barley 
brews  and  distillates  require  more  of 
their  maker.  The  barley  must  be  steeped 
in  water  for  48  hours  until  it  begins  to 
sprout,  allowed  seven  days'  partial 
germination,  then  stopped  before  it 
consumes  its  own  sugars.  The  germin- 
ation is  arrested  by  heat,  in  a  kiln. 

Traditionally,  the  kilns  had  pagoda- 
shaped  vents,  and  some  still  do.  These 
pagodas  have  become  a  symbol  of 
Scottish  whisky  distilling. 


The  melted  snow  is  used  to  steep  the 
barley  -  imparting  its  own  character  as 
it  does  -  then  Scottish  peat  is  bumed  in 
the  kiln.  The  character  of  the  peat  used, 
and  the  extent  to  which  it  is  employed, 
will  be  a  further  influence.  After  its  partial 
germination  and  kilning,  the  barley  has 
metamorphosed  into  malt. 

The  dried  grains  of  malt  are  then 
placed  in  a  vessel  similar  to  a  coffee  filter, 
and  more  water  is  run  through  them,  to 
extract  the  fermentable  sugars.  Fermen- 
tation may  take  place  in  vessels  of  larch, 
Oregon  pine  or  stainless  steel,  and  habitat 
will  be  yet  another  influence  on  flavor. 
The  next  step  is  distillation. 


An  essential  for 
top-quality  Scotch 
Malt  Whisky  is 
good  malted  bariey. 
This  field  of  bariey 
will  soon  be  malted 
and  distilled  into 
Scotch  Malt  Whisky 
at  Tamdhu  distillery 
on  Speyside  which 
can  just  be  seen  in 
the  background. 
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The  "Grande  Champagne" 
of  Scotland 

There  are  just  over  100  malt  distilleries 
in  Scotland,  perhaps  three-quarters  of 
them  in  the  Highlands  and  around  50  on 
the  Grampian  mountains'  north  side, 
where  the  waters  flow  through  glens 
(small  valleys)  in  small  rivers  like  the  Livet 
and  Fiddich  and  eventually  into  larger 
ones  like  the  Spey  before  reaching  the 
Moray  Firth  and  the  open  sea. 

As  the  shimmering  Spey,  laden  with 
salmon,  winds  its  way  to  the  sea  through 
pine  forest  and  farmlands,  every  bend  in 
the  river  reveals,  through  the  trees,  the 
pagodas  of  another  distillery.  At  the 
heart  of  the  valley,  there  are  about  a  dozen 
distilleries,  the  one  perhaps  half  a  mile 
from  the  next,  each  sending  out  puffs  of 
steam  like  signals  of  another  successful 
"vintage".  There  are  similar  clusters  of 
distilleries  in  tiny,  stone-built,  settlements 
like  Keith,  Dufftown  and  Rothes.  It  is  a 
unique  landscape. 

This  whole  region  is  defined  as 
Speyside,  and  it  is  the  "Grande 
Champagne"  of  malt  whisky.  Its  waters 
are  soft,  often  flowing  over  heather  and 
clover,  making  for  flowery,  elegant, 
whiskies. 

Other  parts  of  the  Highlands  are  wilder 
and  peatier  and  make  more  robust 
whiskies.  So  do  the  various  islands,  one 
of  which  -  Islay  -  has  its  own  appellation. 


Turning  the  malt 
piece  on  a 
traditional  malting 
floor,  done  today 
as  it  always  has 
been. 


The  coastal  and  island  Scotches,  and 
especially  those  from  Islay,  are  the  most 
intense  and  very  individualistic,  often 
with  a  hint  of  the  sea  in  their  aroma  and 
palate.  The  sheltered  Lowlands,  with 
neither  mountain  vegetation  nor  sea  as  an 
influence,  make  very  clean,  malty, 
whiskies. 

The  character  of  the  house 

The  oldest  distilleries  still  operating  in 
Scotland  were  built  in  the  late  1700s,  the 
newest  opened  in  1990.  The  first  were 
built  by  farmers  as  a  means  of 
concentrating  their  barley  into  a  product 
that  was  easier  to  store,  non-perishable, 
greater  in  value  and  with  the  potential  to 
appreciate.  This  was  the  origin  of  all  spirit 
drinks,  though  their  value  quickly  led  to 
their  being  produced  by  unlicensed 
distillers,  and  smuggled. 
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A  low-ceilinged  farmhouse  was 
obliged  to  have  small  stills,  and  in  every 
case  the  shape  of  the  vessels  would  be 
influenced  by  the  local  coppersmith. 
Once  a  distillery  gained  a  reputation  for 
its  whisky,  it  would  be  reluctant  to  change 
anything.  Small  stills  tend  to  produce  a 
relatively  full-bodied  spirit,  large  ones  a 
lighter  character.  Fat  stills  seems  to  make 
for  a  fruity  whisky,  tall  ones  a  more 
purified  palate.  Every  shape  appears  to 
create  its  own  whisky,  and  each  distillery 
has  its  own  style. 

The  perfect  age  for  a  whisky 

Some  other  spirits  may  be  made  the  day 
before  they  go  on  sale;  whiskies  are  a 
matured  product.  Even  among  matured 
spirits,  several  indicate  on  the  label  simply 
the  vague  promise  that  they  are  "aged", 
or  a  configuration  of  stars  or  initials  that 
have  no  specific  meaning;  when  whiskies 
specify  their  age,  they  do  so  in  years  -  and 
that  is  a  guarantee  of  the  youngest 
"vintage"  in  the  vatting  or  blend. 

Not  everyone  appreciates  the  com- 
plexities and  subtleties  of  a  matured  spirit, 
but  the  producers  certainly  know  the  cost 
of  tying  up  capital  in  casks  for  many  yean. 
Hollywood  screenwriter  Allan  Schiach, 
who  was  born  into  the  whisky  business 
and  is  Chairman  of  Macallan,  once 
described  the  distiller  as  being  "like  a 
restaurateur  who  has  to  buy  his  building 
and  equipment,  hire  his  staff,  then  not 
open  his  doors  for  12  years." 

Like  people,  some  whiskies  mature 
faster  than  others.  In  general,  the  whiskies 
that  are  lighter  in  body  and  palate  mature 
the  most  quickly.  By  law,  no  whisky  may 
be  sold  as  a  mature  Scotch  until  it  is  three 
years  old,  but  even  a  blend  with  no  age 
on  the  label  will  be  made  up  from 
whiskies  older  than  that.  In  a  blend  of 
good  reputation,  the  youngest  whiskies 
may  have  had  five  or  six  years'  maturation 
and  the  oldest  anything  from  nine  to  15. 

Why  no  age  statement  on  a  premium 
blend  that  contains  whiskies  1 5  years  old? 
Because  there  are  also  younger  whiskies 
in  the  bottle.  Those  younger  whiskies 
will,  of  course,  help  to  restrain  the  price 
of  the  end  product,  but  they  will  also 
add  their  own  freshness  and  liveliness. 
While  the  age  statement  does  offer  a 
clear-cut  guarantee  to  the  consumer,  it  is 
seen  as  imprisoning  by  some  blenders. 
There  are  some  super-premium  blends 
that  contain  whiskies  as  young  as  six, 
seven  or  eight  years  old  alongside  malts  of 
60. 

In  Italy,  Single  Malt  Scotches  like  Glen 
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Grant  are  very  popular.  Where  there  is  a 
choice  of  ages,  some  connoisseurs  may 
prefer  a  particular  whisky  at,  for  example, 
eight  or  ten  years  rather  than  12. 
Internationally,  12-year-olds,  both  as 
Single  malts  and  blends,  are  seen  as  a 
standard  of  excellence.  Some  whiskies 
develop  in  character  up  to  15  and  18  years 
old  but  after  the  ages  of  20  or  21,  may 
begin  to  taste  woody.  Others  will  mellow 
out  to  50  or  60,  and  whiskies  of  great  age 
are  prized  in  Japan. 

All  Scotch  whiskies  have  their  principal 
maturation  as  Singles,  before  being 
blended,  some  also  have  a  period  of 
"Marriage"  afterwards,  perhaps  because 
all  whisky  is  matured  as  a  Single,  most 
(though  not  all)  Malt  Scotches  carry  an 
age  statement. 

All  Scotch  is  matured  in  oak.  The 
wood  was  chosen  because  it  made  the 
most  durable  container,  but  storage  in  oak 
was  soon  found  to  enhance  the  character 
of  the  product  inside.  Much  of  the  oak  is 
grown  in  the  Ozarks,  some  of  it  first 
seeing  service  in  casks  in  Kentucky,  or  the 
Spanish  sherry  industry,  before  being  used 
for  Scotch.  A  good  proportion  of  oak  is 
also  grown  in  Spain  and  used  by  sherry 
bodegas  before  being  passed  on  to 
Scotland. 

The  American-European  link  first 
developed  because  several  Bourbon- 
producers  are  owned  by  companies  that 
also  have  distilleries  in  Scotland.  The 
sherry  connection  arises  from  the  time 
when  that  drink  was  shipped  in  the  cask 
to  England,  where  it  was  very  widely 
consumed.  The  empty  casks  were 
snapped  up  by  the  Scots. 

Today,  it  is  appreciated  that  American 
and  Spanish  oak  confer  different 
characteristics  upon  the  Scotch.  The  same 
is  true  of  Bourbon  and  sherry  woods.  The 
Scots  buy  wood  in  the  Ozarks  and  arrange 


The  classic  pot-still. 
The  shape  of  these 
stills  is  determined 
by  the  individual 
distillery,  with  the 
shape  of  the  still 
being  vital  to  the 
style  of  their 
finished  whisky. 


for  it  to  be  used  by  Bourbon  distillers  or 
sherry  bodegas  before  it  is  filled  with 
whisky.  They  also  buy  oak  in  Spain. 
These  various  woods  are  then  used  in 
elaborate  permutations  to  impart  the 
desired  character.  While  new  oak  gives 
up  a  caramel-like  character  that  rounds 
out  the  relative  sweetness  of  Bourbon 
whiskies,  it  would  overpower  the  more 
delicate  Scotch.  Having  once  been  used 
for  Bourbon  or  sherry,  the  oak  has  a  more 
restrained  influence  when  it  meets  the 
Scotch. 

With  the  seasons,  the  changes  in 
temperature  cause  the  casks  to  contract 
and  expand.  This  "breathing"  exhales 
harsh  "young  spirit"  flavors  and  inhales 
the  local  atmosphere.  Depending  upon 
the  immediate  climate,  maturation  will 
proceed  at  different  speeds.  Even  in  one 
distillery,  a  maturation  warehouse  that  is 
sheltered  will  produce  slightly  different 
whiskies  from  those  in  a  more  exposed 
spot.  This  is  especially  evident  in  the 
coastal  and  island  distilleries,  where  a  fresh 
saltiness  can  be  an  essential  characteristic 
of  the  Scotch. 


Fermentation, 
which  converts 
sugars  into  alcohol, 
takes  place  in 
wooden  fermenting 
vessels. 


Malts  and  blends 

The  100-odd  small  distilleries  of  Scodand 
use  only  barley-malt  as  a  raw  material. 
They  all  distil  in  copper  vessels  heated 
like  a  kettle  or  cooking  pot.  These  are 
known  as  pot  stills,  and  they  are  operated 
in  a  batch  process.  The  term  Single  Malt 
Scotch  indicates  that  the  contents  of  the 
bottle  come  from  just  one  of  these 
distilleries,  though  the  whisky  will 
usually  represent  a  vatting  of  several 
production  runs,  possibly  aged  in  different 
woods.  "Pure  malt"  may  mean  the  same 
thing,  or  could  indicate  a  vatting  from 
several  of  these  distilleries. 

The  early  farmer-distilleries  made 
small,  seasonal,  consistent,  batches,  which 
they  sold  by  the  cask  to  the  cellars  at 
aristocratic  households  and  to  country 
stores  in  market  towns  and  country  seats. 
The  country  stores  would  sell  whisk) . 
wine,  tea,  hams,  and  even  'provision" 
required  by  people  living  in  the  glens  and 
on  the  moorlands.  Faced  with  an  irregular 
supply  of  whisky,  the  store-keeper  would 
take  what  he  could,  and  vat  it  together  to 
round-out  the  rough  edges  He  would 
then  sell  it  as  the  store's  own  house 
whisky.  This  was  the  beginning  of  brand 
names. 

When  Speyside  and  other  Highland 
whiskies  began  to  be  sent  through  the 
glen  of  the  1  ivet  and  over  the  mountain 
passes  to  port  cities  like  Perth  and 
Dundee,  and  eventual!)  to  Edinburgh 
and  Glasgow,  blending  and  branding 
became  I  business  with  international 
potential. 

The  great  Scotch  \\lmk\  houses  in 
these  cities  blended  the  I  lighland,  Island 
and  1  owland  malts  with  lighter-bodied, 
mote  .u  >.  essible.  gram  w  tuskies    These  are 

whiskies  produced  from  either  bar! 


! 
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a  heat  or  corn,  in  a  continuous  process 
similar  to  that  used  in  Canada  and 
Kentucky.  There  are  about  half  a  dozen 
grain  distilleries,  with  larger  capacities, 
mainly  in  the  Lowlands.  This  method  was 
developed  in  Scotland  in  the  mid  1800s, 
and  gave  rise  to  blends  which  are  now 
international  brands. 

Standard,  premium,  de  luxe 

There  may  be  anything  from  a  dozen  to 
40-odd  malt  whiskies  in  a  blend.  These 
malts  may  represent  less  than  30  per  cent 
the  blend  to  60  per  cent  or  more. 

In  a  standard  brand,  there  may  be  some 
malts  of  five  years  and  others  of  up  to  12 
or  more.  In  a  premium,  those  parameters 
might  increase  slightly.  In  a  de  luxe,  the 
youngest  may  be  indicated  by  the 
12-year-old  label,  and  the  youngest  may 
be  15  or  more.  The  number  of  individual 
malts  will  not  necessarily  increase  in  the 
de  luxe;  there  may  be  fewer,  with  an 
emphasis  on  certain  distilleries  favored  by 
the  blender.  Some  de  luxes,  Johnnie 
Walker  Black  being  a  good  example, 
contain  slightly  more  of  the  island 
whiskies.  The  blenders  assume  that  the 
consumer  who  chooses  a  de  luxe  has  a 
more  sophisticated  taste.  There  may  also 
be  in  a  de  luxe  an  emphasis  on  malts  that 
J   have  been  sherry-aged. 

The  consumers'  choice 

Blended  Scotches  are  still  by  far  the  most 
popular  choice  on  the  market.  They  are 
the  most  accessible,  and  have  a  balance 
and  round  character  enhanced  by  the 
skills  of  the  blender.  Single  Malts  have 
their  own  complexity  and  individuality, 
and  are  arguably  favored  by  the  most 
adventurous  consumers. 

In  Scotland,  some  consumers  like  a 
blend  before  lunch  or  dinner,  but  perhaps 
choose  a  Single  Malt  later  in  the  evening. 
Others  will  be  loyal  to  their  preference, 
either  Blends  or  Singles.  A  devotee  of 
blends,  might  save  his  favorite  de  luxe  for 
later  in  the  evening.  Some  Scotch-lovers 
will  choose  a  light-to-medium  Single  like 
Glenfiddich,  The  Glenlivet  or 
Knockando  before  dinner  and  sweeter  or 
richer  one  like  Cardhu  or  Royal 
Lochnagar  as  a  digestif.  Island  malts  like 
Laphroaig  and  Highland  Park  make  a  very 
dry  aperitif  with  smoked  salmon  or  other 
savory  appetizers.  With  their  smoky 
character,  they  also  serve  as  a  bedtime 
drink,  preferably  consumed  by  a  log  fire 
on  a  winter's  night.  (§| 


The  march  of  the 
malts 


"There  can  be  no  "best" 
Scotch  -  the  drink  is  too 
complex  and  varied  for  such 
simplistic  judgments ' ' 


In  trading  up,  many  consumers 
make  no  distinction  between  de  luxe 
Scotches  and  Single  Malts.  Given  that  the 
de  luxe  segment  of  the  market  is  by  far 
the  larger,  Glenfiddich  has  decided  to 
position~itself  there.  This  is  the  message 
of  its  current  advertising  in  the  U.S., 
though  the  packaging  continues  to 
identify  the  product  boldly  as  a  Single 
Malt,  which  it  most  certainly  is.  Indeed, 
the  label  announces  that  it  is  both  a  Single 
and  Pure  Malt:  a  classic  instance  of 
wearing  a  belt  and  suspenders. 

This  year,  Glenfiddich  research 
showed  the  highest-ever  level  of 
awareness  of  the  brand  among  regular 
Scotch-drinkers.  This  has  emboldened 
the  company  to  seek  growth  outside  its 
category,  and  to  present  itself  as  simply 
the  best  Scotch  of  any  kind.  Consumer 
research  showed  that  the  quality  Scotch 
drinkers  prize  most  is  "smoothness". 
Respondents  also  identified  "Smooth- 
ness" as  Glenfiddich's  strongest  attribute. 

The  current  campaign  places  smooth- 
ness in  some  whimsical  environments:  a 
billiard  table  and  a  swimming  pool  are 


among  the  settings.  While  the  ads  seek  to 
tickle  the  imagination  and  arouse  new 
consumers  to  try  the  product,  perhaps 
their  playfulness  also  recognizes  that 
smoothness  is  a  limited  notion.  Do 
respondents  say  a  good  Scotch  should  be 
smooth  because  they  can  identify  that 
quality,  or  because  they  lack  the 
vocabulary  or  tasting  experience  to  be 
more  analytical? 


By  law,  new  spirit 
has  to  be  matured 
in  cask  for  three 
years  before  it  can 
be  designated  as 
Scotch  Whisky  but, 
in  practice,  much  is 
aged  for  many 
more  years  to 
ensure  the  highest 
quality. 
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The  prestigious 
Glenfiddich  Stag's 
Head  decanter. 


More  experienced  tasters  might  argue 
that  the  principal  version  (which  carries 
no  age  statement)  is  lightly  fruity  (perhaps 
pear-like?),  with  a  faint  smokiness 
emerging  when  a  dash  of  water  is  added. 
(The  water  helps  release  the  aroma). 
Older  versions,  notably  the  famous 
30-year-old  (marketed  in  a  decanter 
sealed  with  a  silver  stag),  have  hints  of 
ginger,  chocolate,  raisins,  sherry  and  peat. 

There  can  be  no  "best"*  Scotch  -  the 
drink  is  too  complex  and  varied  for  such 
simplistic  judgments  -  but  there  can  be  a 
biggest-selling  Single  Malt  worldwide, 
and  that  is  Glenfiddich.  No  company  has 
been  more  single-minded  in  the  pursuit 
of  its  goal  than  William  Grant  and  Sons. 

Recently,  nine  casks  of  50-year-old 
Glenfiddich  were  bottled,  in  a  limited 
edition.  There  will  be  500  botdes.  The 
Scotch  was  remarkably  good:  not  so 
much  smooth  as  firm  and  rounded,  with 
that  characteristic  hint  of  chocolate,  some 
sherry,  and  a  distinctively  sappy,  oaky, 
perfuminess.  Each  bottle  will  bo  signed  on 
the  label  by  the  company's  Chairman, 
Alexander  "Sandy"  Grant  Gordon.  The 
London  whisky  merchants  John  and 
Wallace  Milroy,  ot  the  Soho  Wine 
Market,  expected  the  starting  price  to  be 
in  excess  of  $3,000  per  bottle. 

The  first  bottle  to  be  filled  was  tasted 


at  a  reception  at  the  distillery,  in 
Dufftown,  on  Speyside.  by  the  company's 
oldest  shareholder,  family  member  Mrs 
Janet  Roberts,  aged  90.  Mrs  Roberts 
pronounced  the  Scotch  to  her  satisfaction, 
then  sat  down  to  a  hearty  lunch.  Scotch- 
drinking  Highlanders  seem  to  live  to  a 
good  age.  and  on  this  occasion  any 
concern  for  a  youthful  image  was  over- 
ridden by  family  pride.  This  element  is 
evident  in  many  distilleries,  including 
rivals  that  are  owned  by  multi-national 
corporations.  Glenfiddich  is  proudly 
independent. 

At  the  reception,  Sandy  Grant  Gordon 
observed  that  his  great-grandfather  had 
built  the  distillery.  The  original  Mr  Grant 
did  the  construction  work  himself,  with 
his  children.  The  first  whisky  was  disnlled 
on  Christmas  Day  1887.  (At  that  time. 
Christmas  was  not  a  holiday  in  Scotland. 
New  Year  being  preferred). 

Glenfiddich  as  a  Single  Malt  was.  with 
isolated  exceptions,  available  only  m  the 
North  of  Scotland  until  the  late  1950s.  It 
then  began  to  spread  to  the  South  of 
s  ttland,  and  to  England,  and  in  the 
1960s  made  tentative  steps  into  the  world 
market.  Glenfiddich  was  doing  this  long 
before  any  other  Single  Malt,  and  was 
derided  tor  its  efforts  by  main  of  its 
competitors.    Its  success  owes  a  lot   to 


adventurousness  and  hard  work  at  a  time  i 
when  most  of  its  contemporaries  sold 
even'  drop  of  their  Scotch  for  blending. 
It  was  the  first  Single  Malt  to  be  marketed 
seriously,  and  it  is  still  the  world  leader. 

In  retrospect,  perhaps  the  end  of  post- 
war conformism  in  the  late  1950s  saw) 
mass-marketing  reach  a  peak  in  many 
consumer  products.  The  1960s  were  the 
decade  when  prosperity,  travel  and  new 
freedoms  began  the  segmentation  of| 
markets.  "Small  is  Beautiful"  was 
published  in  1973.  By  the  1980s,  Single 
Malts  were  beginning  to  establish 
themselves. 

Today,  the  Glenfiddich  distillery 
receives  135,000  visitors  a  year.  Many  are 
Americans.  though  they  are 
outnumbered  by  Scots  and  English. 
French  and  Italians.  Japanese  and  other 
nationalities  from  the  Pacific  Rim.  After 
their  tour  of  the  distillery,  visitors  can  buy 
not  only  Scotches,  drinking  vessels,  flasks 
and  other  souvenirs  but  also  a  range  of 
branded  sportswear  and  high-quality 
country  clothing.  Glenfiddich  has 
become  a  badge  of  quality  and  style. 

As  the  biggest  drinks  company  in 
North  America.  Seagram  has  aggressively 
marketed  not  only  its  de  luxe  blend 
Chivas  Regal,  but  also  one  of  its  many 
component  malts.  The  Glenlivet.  This  is 
the  biggest-selling  Single  Malt  in  the  U.S. 


Chairman  William  Grant 
and  Sons,  Mr  Sandy 
Grant  Gordon,  with 
Mrs  Janet  Roberts  at  the 
bottling  of  the 
Glenfiddich  50  Years  Old. 


The  Glenlivet  - 
'Seagram's 
outstanding  Single 
Malt  -  the  biggest 
selling  Malt  Whisky 
in  America. 


Highland  Park,  in 
the  Orkney  Islands, 
is  by  far  the  most 
northerly  distillery 
in  Scotland. 


Seagram  clearly  perceives  that  a  blend, 
albeit  de  luxe,  and  a  Single  Malt  are  two 
different  categories.  With  highly 
successful  brands  in  each  category,  it  is 
reluctant  even  to  discuss  both  in  the  same 
sentence.  The  Glenlivet  is  marketed 
unequivocally  as  the  Single  Malt  that  it  is, 
with  plenty  of  emphasis  on  its  heritage. 

The  production  of  Scotch  is  so  rich  in 
heritage    that    consumers    may    have 
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difficulty  in  appraising  the  significance  of 
one  patrimony  against  the  next.  The 
Glenlivet  has  a  very  clear  claim,  it  was  the 
first  to  obtain  a  licence,  in  1824.  This 
helped  make  The  Glenlivet  famous,  but 
there  wereother  factors.  Its  site,  high  in 
a  remote  glen  (the  word  means  a  small 
valley),  had  been  perfect  for  an  illicit 
distillery,  prior  to  1824.  It  was,  and  still 
is,  a  site  favorable  to  the  production  of 
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good  whisky:  with  mountain  water,  and 
cold  temperatures  to  help  cool  the 
condensers  and  control  the  micro-climate 
in  fermentation.  These  elements  make  for 
clean,  soft,  Scotches,  The  Glenlivet  is  also 
noted  for  its  flowery,  peachy,  character. 

The  location  is  also  close  to  the 
mountain  passes  that  link  the  Speyside 
distilling  area  with  the  ports  of  Perth  and 
Dundee.  Every  whisky  that  took  this 
route  to  market  described  itself  as  having 
come  from  the  glen  of  the  Livet,  and 
some  others  still  make  this  allusion,  but. 
there  is  only  one  original,  hence  the 
definite  article. 

So  many  Single  Malts  are  quite 
genuinely  made  in  distilleries  in  glens  that 
the  consumer  can  be  confused  on  that 
count,  too.  Glenmorangie,  Glenkinchie, 
Glendronach,  and  Glenturret  are  just  a 
few  of  those  that  can  be  found  in  the  U.S. 
Some  are  seriously  marketed,  others 
brought  in  by  small  importers. 

It  is  almost  a  relief  to  find  names 
without  glens.  Macallan  is  simply  a  family 
name:  Royal  Lochnagar  and  Highland 
Park  describe  locations.  Cardhu, 
Knockando,  Laphroaig,  Lagavulin  are  all 
Scottish  Gaelic  names,  referring  to  the 
hills,  valleys  and  harbors  in  which  the 
distilleries  shelter.  Cardhu  and 
Knockando  are  neighbors  on  Speyside, 
while  Laphroaig  and  Lagavulin  are  next 
door  on  the  island  of  Islay,  famous  for  its 
peaty,  seaweedy,  briny,  Single  Malts. 
They  are  two  of  the  most  intense-tasting 
whiskies  to  emerge  from  Scotland,  but 
both  have  been  very  successful  in  the  U.S. 
Laphroaig  is  one  of  the  biggest-selling 
Singles,  while  Lagavulin  has  proven  the 
most  popular  of  the  regional  Classic  Malts 
range  marketed  by  Schenley. 

Their  success  is  perhaps  an  answer  to 
those  who  feel  that  genuine  distillery 
names  should  be  abandoned  in  favor  of 
easier-to-pronounce  brands  (would 
Chateau  Pichon-Longueville,  Comtesse 
de  Laland  take  such  advice?).  Equally, 
they  confound  the  idea  that  Americans 
have  a  uniform  national  taste  for  the 
sweet,  bland  and  light. 

If  anything,  the  mastery  of  difficult, 
gaelic,  names  is  one  of  the  challenges  that 
makes  the  connoisseurship  of  Malts 
interesting.  Another  is  the  exploration  of 
the  regional  differences  in  the  character 
of  the  products.  Malt-lovers  like  to 
experiment,  to  collect,  and  to  have  a 
range  of  styles  for  different  moods  and 
moments.  With  more  than  100 
distilleries,  some  producing  a  variety  of 
ages  and  strengths,  there  is  plenty  of  scope 
for  discovery.  101 
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A  President 

at  the  Royal  Court 


Former  president  reagan  has  just 

been  confronted  by  Britain's  only  private 
army.  The  Atholl  Highlanders  are,  as  it 
happens,  an  army  raised  by  a  Scottish 
Duke  to  fight  in  the  American  War  of 
Independence.  In  the  event,  they  never 
fought  there,  but  Queen  Victoria  later 
ruled  that  the  Duke  of  Atholl  should  be 
permitted  to  retain  his  soldiers. 

The  former  President  was  greeted  by 
an  armed  guard  of  honor  when  he  visited 
the  Duke  of  Atholl's  home,  Blair  Castle, 
in  Perthshire,  to  be  made  a  Keeper  of  the 
Quaich.  This  decoration  is  bestowed 
twice  a  year  by  the  Scotch  whisky 
industry.  It  honors  those  who  are  felt  to 
have  recognized  the  nobility  of  Scotch 
whisky. 

The  Duke  of  Atholl  is  one  of  the 
Patrons  of  the  Keepers  of  the  Quaich,  and 
Blair  Castle  is  the  society's  headquarters. 
The  castle  dates  from  the  1200s,  though 
it  has  been  extended  several  times,  most 
recently  in  the  1 800s. 

When  new  Keepers  are  admitted,  they 
receive  a  Quaich,  the  traditional  High- 
land drinking  bowl,  which  since  the 
1600s  has  customarily  been  made  from 
silver.  They  also  become  entitled  to  wear 
the  society's  tartan.  The  ceremony  is 
based  on  that  of  a  baron's  court.  There 
follows  a  banquet  in  the  castle's  huge, 


Former  President  Ronald 
Reagan,  who  was 
inducted  as  a  Keeper  of 
the  Quaich  in  Scotland 
last  month.  Left  to  right, 
The  Duke  of  Atholl, 
Nancy  Reagan,  Ronald 
Reagan,  Earl  of  Elgin, 
James  Bruxner. 


open-beam  ballroom,  its  walls  covered 
with  stags'  antlers.  The  banquets  feature 
the  salmon,  beef  and  venison  of  Scotland, 
with  a  different  whisky  to  accompany 
each  course. 


Blair  Castle,  the 
ancestral  home  of 
the  Duke  of  Atholl, 
where  the  Keepers 
of  the  Quaich  meet 
to  admit  new 
members  twice  a 
year. 


A  Quaich  -  the  traditional 
Highland  drinking  bowl. 

This  year,  the  Keepers,  in  the  presence 
of  their  Grand  Master  the  Earl  of  Elgin, 
had  their  first  banquet  outside  Scodand: 
at  the  British  Embassy  in  Washington, 
D.C. 

The  society  has  a  very  limited 
membership,  and  is  in  that  respect  more 
exclusive  than  any  comparable  body 
honoring  other  dnnks.  It  has  been  called 
the  royal  family  of  Scotch  whisky.  Its 
banquets  are  glamorous  affairs,  but  it  also 
has  charitable  objectives. 

"Our  members  include  genuine 
connoisseurs  of  Scotch  whisky  and  people 
who  share  a  fascination  for  the  richness  of 
Scotland's  culture,"  says  the  Society's 
Chairman,  James  Bruxner,  of  Justenni 
and  Brooks.  "As  we  all  know,  there  are 
aspects  of  Scodand  that  have  contributed 
much  to  human  happiness." 


:: 


The  author  of  these  ar  i 
Scotch  b  Michael  Jackson,  who  \wn 
named  Whisky  Writer  of  the  Year  in 
the  1991  Gknfiddich  Awards  for  the 

literature  and  journalism  of  rood  and 
drink.    This    was    la.  -  ard 

Glenfiddich  Award. 

Hi-    book    The    M.ii:    \\ 
Companion  appears  in  a  new.  upu 
edition  tlii'.  month  from  Running  Pi 
of  Philadelphia.  Hi-  award-winning 

documentary  films  The  B 
1  lunter  is  to  be  given  a  thin- 
on    The    Discover)    Channel    in 
1  \\  embei    Earlier  this  year,  he  « 
^uest  lecturer  at  Cornell  Univen 

Jackson  iv  a  Keeper  of  the  Quaich. 
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Ilf  you  like  companies  that  perform  well  during 
a  downturn,  give  Christie's,  the  big  art-auction  house, 
[a  look.  With  its  market  in  the  dumps,  Christie's 
is  gaining  ground  on  Sotheby's. 

Blood  and  Monet 


By  Richard  C.  Morais 

When  Lord  Carrington,  chairman 
of  Christie's  International  Pic,  re- 
cently brought  the  gavel  down  on  the 
auctioneer's  half-yearly  results,  there 
was  a  shudder  in  the  teak-paneled 
clubs  of  London.  Sales  were  down 
60%,  to  $494  million;  pretax  profit 
had  shriveled  to  $5.2  million,  one- 
thirteenth  of  the  already  depressed 
figure  of  the  previous  year. 


To  most  people  those  would  have 
seemed  dismal  numbers  indeed,  but 
to  A.  Alfred  Taubman,  chairman  of 
Sotheby's  Holdings,  Inc.,  they  must 
have  looked  pretty  good.  Sotheby's 
pretax  earnings  were  down  a  similar 
92%,  but  its  sales  were  down  66%. 
And  the  figures  confirm  a  disturbing 
trend  for  the  archrival:  Christie's  is 
gaining  market  share  and  is  now  neck- 


and-neck  with  its  ancient  nemesis, 
with  48%  to  Sotheby's  52%.  This  rep- 
resents a  gain  of  five  market  points  by 
Christie's  at  Sotheby's  expense  just 
since  1989. 

How  the  tide  has  turned.  Christie's 
has  been  second  to  Sotheby's  for  over 
a  generation.  In  May  1958  Christie's 
cataloged  an  important  painting  as 
the  "Veronese  School"  rather  than 
correctly  as  an  El  Greco,  severely 
hurting  Christie's  reputation.  A  few 
months  later  Sotheby's  struck  a  dizzy- 
ing blow  with  Jakob  Goldschmidt's 
impressionist  and  postimpressionist 
collection.  The  pictures  had  been 
seized  by  the  Nazis,  sold,  and  then 
won  back  by  the  Goldschmidt  family 
in  court.  Sotheby's  had  every  picture 
illustrated  in  color  in  its  catalog  and 
held  the  first-ever  black-tie  sale.  That 
night  several  record  prices  were 
achieved  and  Sotheby's  coinage  rose. 

Since  then,  Christie's  has  missed 


Lord  Carrington,  chairman  of  Christie's  International 

The  patrician  politician  is  leading  the  charge  against  Sotheby's. 
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Christie's 


many  opportunities  to  close  the  gap. 
For  decades,  for  example,  Christie's 
elegantly  insisted  on  auctioning  ev- 
erything in  guineas.  Thus  the  oft- 
repeated  saw:  "Sotheby's  [execu- 
tives] are  businessmen  trying  to  be 
gentlemen,  Christie's  are  gentlemen 
trying  to  be  businessmen." 

No  longer.  Sotheby's  is  now 
stuffed  with  blue  bloods,  Christie's 
with  hard-nosed  businessmen.  The 
change  at  Christie's  was  heralded 
when  Lord  Carrington  became  chair- 
man in  1988  and  when  Christopher 
Davidge  became  managing  director 
in  1989. 

The  72 -year-old  Lord  Carrington 
is  the  Best  of  Britain:  Eton,  Sand- 
hurst, defense  and  foreign  secretaries, 
chairman  of  the  Conservative  Party, 
secretary-general  of  NATO.  Patrician 
but  no  patsy.  "Lord  Carrington  was 
the  catalyst  for  a  smooth  change  from 
a  partnership  [mentality]  to  a  publicly 
run  company,"  says  Davidge.  Lord 
Carrington  has  described  his  job  as 
the  "no-man,"  the  elder  statesman 
who  makes  Davidge  and  team  dig 
deeper  when  necessary.  (He's  cur- 
rently on  loan  to  help  negotiate  an  EC- 
sponsored  truce  in  Yugoslavia. ) 

Davidge,  a  wiry  man  with  silver  hair 
that  bristles  back  like  a  Doberman  on 
guard,  is  the  second  part  of  the  equa- 
tion. A  third-generation  Christie's 
man,  Davidge  is  the  first  managing 
director  who  isn't  an  art  specialist  but 
who  came  up  through  the  ranks  via 
the  unglamorous  printing  and  catalog 
side.  He  and  Lord  Carrington  reorga- 
nized management  and  established  a 
new  tone.  "The  jolly  old  boy  network 
has  gone  forever,"  is  how  an  insider 
described  it. 

And  just  in  time.  The  great  bull 
market  for  art  peaked  in  the  spring  of 
1990.  Davidge  gathered  his  troops  in 
December  and  handed  down  his  dic- 
tum: Cut  costs.  Some  10%  of  the  staff" 
was  let  go;  cataloging  costs  were 
trimmed  by  reducing  the  number  of 
illustrations  and  modernizing  pro 
duction;  photography  and  advertis- 
ing design  were  moved  in  house,  re- 
ducing production,  transportation 
and  insurance  costs;  media  buying 
was  put  in  the  hands  of  an  outside 
professional.  By  June  Davidge's  team 
had  saved  $33. 7  million,  just 
$863,000  off  the  target  for  the  year. 

But  almost  anvonc  can  cut  costs 


Christie's  managed  the  unpleasant 
task  without  slowing  the  company's 
forward  momentum.  The  cuts,  clear- 
ly, came  from  nonessentials.  Experts, 
the  technicians'  key  to  bringing  new 
business  into  the  house,  now  account 
for  58%  of  total  staff,  the  highest  rate 
for  many  years. 

All  this  new  leanness  will  come  in 
handy.  Art  bull  markets  usually  last  7 
to  9  years,  the  bear  markets  some  16 
to  24  months.  But  this  bear  market 
may  prove  longer- lived.  Certainly  the 
bear's  claws  are  all  over  the  vaults  at 


Managing  Director  Davidge 
Narrowing  the  gap  in  a  bear  market. 


the  King  Street  head  office  near  St. 
James's  Palace.  Although  the  odd 
clock  or  silver  or  oil  catches  the  eye, 
the  racks  are  loaded  with  bric-a-brac: 
tacky  jade  dragons,  tackier  porcelain 
figurines.  In  a  recession,  volume 
doesn't  decrease,  quality  does.  On  a 
recent  Friday  morning  the  red-pan- 
eled viewing  rooms  were  empty  but 
for  an  odd,  elderly  lady  who  looked 
like  she  was  more  interested  in  getting 
warm  than  in  inspecting  art. 

The  recession  has  been  compound 
ed  by  the  departure  of  the  Japanese, 
after  a  spate  of  art  scandals  and  tough 
times  in  Tokyo.  "There  is  no  sign  the 
Japanese  will  be  coming  back  in  the 
near  tc:m,"  admits  Davidge. 

Another  cloud  overhanging  the 
shares  is  the  here  to  -Stay  practice  o\' 
guarantees,  instituted  by  Sotheby's  as 
it  transformed  itself  during  the  1980s 
from  .\n  auctioneer  to  m\  underwriter 
ot"  artworks.  Christie's  has  found  it 
must  also  offer  guarantees  to  win  the 
important  collections.  The  risk  is 
clear.  If  sales  i.\o  not  meet  the  miaran 


tee  given  by  Christie's,  the  auctioneer 
must  take  the  hit,  and  sell  the  painting 
for  its  own  account  when  the  market 
is  ready. 

In  early  November  Christie's  is 
auctioning  the  important  modern 
collection  of  Burton  Tremaine  Sr.,  a 
lighting  manufacturer  who  had  a  su- 
perior eye  for  seminal  20th-century 
works.  In  the  collection  are  pieces  like 
Fernand  Leger's  "Le  Petit  Dejeuner" 
and  Georges  Braque's  "La  Rose 
Noire." 

The  auctioneer  won't  reveal  how- 
much  it  guaranteed  for  the  business. 
A  guarantee,  however,  usually  hovers 
some  10%  below  the  estimate  (Tre- 
maine: S35  million).  Davidge  talks 
down  the  risk — the  sheer  number  of 
paintings  in  a  collection  makes  the 
assets  much  more  liquid  than  outsid- 
ers think — and  after  peering  at  over 
50  collections  Christie's  has  made 
only  three  guarantees. 

Thus,  despite  Christie's  impressive 
gain  in  market  share,  its  stock  is  lan- 
guishing at  S2.83,  down  from  a  bit 
over  $7  last  year  (ADRs  are  available  . 
Analysts'  pretax  earnings  estimates 
range  from  $10. 3  million  to  S17.3 
million  this  year,  S34.5  million  to 
S5 1 .8  million  next  year.  Christie's  has 
173.5  million  ordinary  and  A  shares 
outstanding,  so  that  this  year's  esti- 
mates range  from  6  cents  to  10  cents 
a  share. 

Davidge  is  psyching  his  staff"  to  be 
alert  for  signs  of  life  in  the  art  market: 
a  traditional  collector  of  Old  Masters 
suddenly  acquiring  a  contemporary;  a 
little-known  local  dealer  all  oti  sud- 
den bidding,  probably  as  a  front  for  a 
major  collector.  Any  possible  leads  to 
chase  down.  This  time  around  Chris 
tie's  is  determined  not  to  let  opportu- 
nities slip  by. 

As  a  good  horse  to  be  on  in  an 
eventual  turn  for  the  better  in  the  art 
market,  Christie's  has  a  lot  to  recom 
mend  it.  And  something  else:  Richard 
Sanderson  ot"  Panmure  Gordon  & 
Co.,  a  1  ondon  institutional  broker 
age,  points  out  that  Christie's  is  vul- 
nerable to  a  takeover,  with  26.8%  in 
the  unwanted  clutches  of  \ni  1  unit 
ed,  a  hungry  security  .\nd  car  auction 
firm.  Hut  look  tor  Christie's  to  tight 
an)   takeover  attempt    As  lord  Car 
nngton  told  Davidge  behind  eta 
doors    "We  wouldn't  want  even  an 
Gabriel  to  have  26  ■ 
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No  bank  is  more  protective  of  its  clients' 
money  than  Republic  National  Bank  of  New  York. 
No  bank  client  feels  more  safe. 

And  it's  more  than  just  a  feeling.  Our  depositors 
know  that  Republic's  No.  1  priority  is  preserving 
their  funds.  And  always  will  be.  It's  one  reason 
we're  called  (by  Oppenheimer  &  Co.  Inc.)  "one  of 
the  most  secure  banks,  if  not  the  most  secure 
bank  in  the  U.S." 

Republic  also  ranks  No.  1  among  large  U.S. 
banks  in  the  ratio  of  capital  to  risk-weighted  assets 
—a  key  measure  of  strength  and  stability. 

Great  financial  strength,  liquidity,  and  first- 


class  asset  quality  are  rare  qualities  in  today's 
banking.  Put  them  to  work  for  you.  Write  for  our 
latest  Quarterly  Report  to:  Information  Center, 
Republic  National  Bank  of  New  York,  Fifth 
Avenue  at  40th  Street,  New  York,  NY  10018. 
Or  call  (212)  221-6056.  Outside  New  York  City 
(800)522-5214. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  ■  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  •  MIAMI  •  MONTREAL  ■  NASSAU  ■  NEW  YORK 

BUENOS  AIRES  •  CARACAS  •  MONTEVIDEO  •  PUNTA  DELESTE  •  RIO  DE  JANEIRO  •  SANTIAGO  •  BEIRUT  •  GENEVA  •  GIBRALTAR 

GUERNSEY  •  LONDON  •  LUGANO  •  LUXEMBOURG  •  MJLAN  •  MONTE  CARLO  •  PARIS  •  ZURICH  •  HONG  KONG  •  SINGAPORE  •  TAIPEI  •  TOKYO 


PARTNERS 


UP  &  COMERS 


Eight  years  ago  Harvey  Sanders'  State-O-Maine 

was  stuck  in  the  bathrobe  business.  Then  he  chanced 

into  a  partnership  that  reshaped  the  company. 

Kismet  on 
Seventh  Avenue 


By  Katherine  Weisman 

Harvey  Sanders  was  in  the  bathrobe 
manufacturing  business.  Not  a  flashy 
business  by  Seventh  Avenue  stan- 
dards, but  it  was  a  good  living.  San- 
ders' publicly  owned  firm,  State-O- 
Maine  Inc.,  earned  $509,000  on  rev- 
enues of  $19  million  in  1983.  His 
customers  included  Bloomingdale's, 
Nordstrom  and  Saks. 

But  Sanders,  a  former  varsity  guard 
for  the  University  of  Maryland  bas- 
ketball team,  was  only  33  and  had 
ambitions  beyond  bathrobes.  His 
only  quandary  was  how  best  to  ex- 
pand State-O-Maine's  line. 

In  1983  Sanders  lucked  out.  A 
product  manager  from  Federated  De- 
partment Stores  introduced  him  to 
David  Chu,  a  28-year-old  Taiwanese- 
born  clothing  designer. 


Chu  had  a  problem.  He  and  a 
partner  had  started  a  sportswear  firm 
called  Nautica  two  years  earlier.  The 
thinly  capitalized  company — his  part- 
ner put  up  about  $160,000  for  an 
80%  stake — introduced  a  collection  of 
brightly  colored  outdoor  jackets  for 
men.  The  jackets  sold  well,  but  Chu's 
financial  backer  was  getting  cold  feet 
about  expanding.  To  keep  Nautica 
going,  Chu  needed  a  new  partner, 
fast.  Was  Sanders  interested? 

Going  on  little  but  his  desire  to 
expand  beyond  bathrobes  and  an  in- 
stinctive liking  for  Chu  and  his  Nau- 
tica line,  Sanders  said  yes.  In  1984 
State-O-Maine  bought  out  Chu's 
partner  for  a  small  amount  of  cash  and 
assumption  of  around  $1  million  in 
liabilities.  Chu  later  swapped  his  in- 


Nautica's  flagship 
shop  in  New  York  City 
Selective  retail- 
ing, heavy  adver- 
tising, careful 
attention  to 
product. 


tcrcst  for  State-O-Maine  stock. 

The  result  o\  the  Sanders  Chu 
partnership  has  been  .\n  almost  text 
book  case  of  how  to  build  an  apparel 
brand,  last  year  Nautica  accounted 
for  about  two  thuds  o\  Stat) 
Maine's  $95  million  in  revenues.  The 
company's  market  capitalization  has 
grown  from  $2  million  in  1983  to  a 
recent  $74  million. 

Using  the  stead)  cash  Mow  from 
State  O  Maine's  bathrobe  business, 
Sanders  M\d  Chu  expanded  Nautka's 
stylish  jacket  line  ^\n<.\  pushed  it  into  a 
careful!)  selected  croup  o\  retail 
stores  only  one  or  two  department 
Stores  in  each  market,  except  in  \e\\ 
York,     I'o    build    demand.    Sanders 
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State-O-Maine's 
David  Chu  and 
Harvey  Sanders 
"Sure,  we've 
had  disagree- 
ments. But  I  can't 
even  remember 
what  they  were 
about." 


spent  about  6%  of  Nautica's  $60  mil- 
lion in  revenues  last  year  on  advertis- 
ing, a  fairly  high  ratio  for  an  apparel 
company. 

In  an  image -intensive  business, 
Sanders  and  Chu  carefully  monitor 
their  retailers'  sales  racks.  "You  look 
for  a  retailer  that  is  going  to  keep  the 
product  clean,"  says  Sanders.  "By 
'clean,'  I  mean  keeping  it  at  regular 
price,  with  the  exception  of  certain 
times  of  the  year  when  it  should  go  on 
sale." 

Sanders  isn't  kidding.  Much  to  his 
displeasure,  he  recalls,  a  big  depart- 
ment store  account  marked  down 
Nautica  goods  midseason.  Sanders 
warned  the  chain  not  to  do  it  again, 


but  the  warning  went  unheeded.  So 
Sanders  canceled  the  account's  order 
for  the  next  season,  and  hasn't  sold  to 
it  since.  "Retailers  have  their  bottom 
lines  to  meet,"  says  Chu.  "But  when 
someone  is  not  doing  justice  to  your 
product,  knowing  when  to  say  no  is 
important." 

More  than  image  is  at  stake  here.  By 
keeping  the  line  fresh  and  working 
closely  with  retailers  on  merchandis- 
ing, Sanders  and  Chu  are  better  able 
to  maximize  Nautica's  full-price  sell- 
through  rate — the  percentage  of  its 
goods  that  are  sold  for  the  retailers' 
original  markup  and  that  don't  have 
to  be  marked  down.  Nautica's  ratio  is 
around  65%,  much  better  than  the 


average  of  about  55%  for  men's 
sportswear.  Because  the  retailers  tend 
to  do  well  on  Nautica,  State-O-Maine 
has  little  trouble  getting  additional 
floor  space  for  its  products.  Dillard 
Department  Stores,  among  other  re- 
tailers, have  significantly  broadened 
their  Nautica  offerings  in  recent  years, 
opening  separate  Nautica  shops  with- 
in some  of  their  stores.  This,  in  turn, 
has  enabled  Sanders  and  Chu  to  ex- 
pand the  Nautica  line  from  outerwear 
into  a  broad  line  of  men's  and  chil- 
dren's sportswear.  With  licensed 
products,  the  entire  Nautica  collec- 
tion now  features  some  400  pieces, 
including  swim  trunks,  watches,  ties 
and  sweaters. 

Which  is  not  to  say  that  Sanders  and 
Chu  haven't  made  their  mistakes,  one 
of  which  has  recently  come  home  to 
roost.  Three  years  ago  the  company 
introduced  a  Nautica  line  of  women's 
sportswear.  Sales  hit  $11  million  last 
year,  but  the  line  failed  to  establish  a 
clear  niche  in  the  highly  competitive 
women's  market  and  was  losing  mon- 
ey. Sanders  and  Chu  cut  their  losses. 
In  fiscal  1991  (ended  Feb.  28)  State- 
O-Maine  took  a  one-time  pretax 
charge  of  $1.9  million  to  close  down 
the  operation.  "We're  menswear  peo- 
ple," Sanders  now  concludes. 

The  writeoff,  plus  the  generally 
bleak  retailing  climate,  clobbered 
State-O-Maine's  earnings.  While  rev- 
enues rose  10%  last  year,  to  $95  mil- 
lion, net  income  slipped  to  $2.2  mil- 
lion (44  cents  a  share),  from  $5.8 
million  ($1.15  a  share).  But  the  com- 
pany's earnings  have  begun  to  bounce 
back  and  are  expected  to  top  $1  a 
share  in  fiscal  1992.  At  a  recent  15, 
the  company's  5  million  o-t-c-traded 
shares  were  near  their  52 -week  high, 
but  Sanders  and  Chu  own  19%  and 
11%,  respectively,  of  State-O-Maine's 
stock  and  have  every  incentive  to 
manage  the  virtually  debt-free  com- 
pany well. 

Sanders  says  he's  still  thrilled  at  the 
good  luck  of  hooking  up  with  Chu  in 
1983.  "David  has  sensational  taste, 
and  he's  a  fantastic  marketer,"  he 
says.  "What  I  do  well  is  manage  a 
business.  In  seven  years,  sure,  we've 
had  a  few  disagreements.  But  I  can't 
even  remember  what  they  were 
about."  Not  many  partners  can  say 
that  about  each  other,  especially  on 
Seventh  Avenue.  M 
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mmers  biggest  movies  came  not  from 
entertainment  conglomerate  but  from 
Dstart  Castle  Rock  Entertainment. 


When  Alan 
met  Norman 


By  Feter  New  comb 


ind.  Castle 

r-    r ar- 


il cost  around  $30  million  to 
produce  and  promote,  and  has 
grossed  over  $120  million.  Two  cur- 
rent Castle  Rock  sitcoms — Seinfeld, 


on  NBC.  and  Sessions,  which  airs  on 
HBO — have  met  with  critical  praise 
and  good  ratings  to  boot. 

Castle  Rock's  success  shows  why 
you  don't  have  to  be  a  multibillion- 
doilar  media  conglomerate  to  do  well 
m  show  business,  and  why  good  con- 
nections are  as  important  in  Holly- 
wood as  good  ideas.  For  the  connec- 


tions. Alan  Horn  can  thank  Norman 
Lear,   whose   Tandem    Productions 

Dcr     Embassy     Communicatic 
produced  some  of  the  biggest  televi- 
sion hits  of  the  \9~  duding  All 
in  the  Fan.             .ford  and  Son  and 
The  Jejfersons. 

Horn,  now  47,  graduated  from 
Harvard's  business  school  in  197] 
and  then  became  a  brand  manager  for 
Procter  &  Gamble's  Ivory  Soap. 
From  r&G  it  was  on  to  Hollywood: 
Horn  hired  on  with  Lear  in  1973  to 
help  run  Tandem's  business  and  mar- 
keting affairs.  After  Tandem  bought 
Embassy  in  1982.  Horn,  as  Embassy's 
chief  executive,  worked  closely  with 
the  networks,  bringing  shows  like 
nt  Strokes  and  Facts  of  Life  to 
the  air. 

He  also  met  up  with  the  crew  that 
would  eventually  form  the  backbone 
of  Castle  Rock.  Glenn  Padnick,  now 
Castle  Rock's  main  television  execu- 
tive as  president  of  Embassy 
Television;  Martin  Shatei  had  joi: 


■ 
''I'll  'i  -i~i 

- 
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Beyond 

puppybood. 
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$3,000 
This  is  a  work  of  art  inside  a  work  of  art. 

Here  you  see  Glcnfiddich*  Pure  Malt  Scotch  Whisky  exactly  where  it  belongs.  In  a  beautifully  hand-cut 
crystal  decanter  (lead-free)  with  a  solid  sterling  silver  stag's  head. 

The  stag's  head  recalls  that  Glcnfiddich  in  Gaelic  means  'Valley  of  the  Deer.'  The  hand-cut  crystal  reveals  the 
exceptionally  smooth,  rare  character  of  30  year-old  Glcnfiddich.  The  only  Scotch  that's  a  work  of  art  all  by  itself. 

lb  obtain  the  Glenfiddich  Stag 's  Head  decanter  ask  your  local  spirits  merchant  or  call  William  Grant  &  Sons  collect  at  908-225-9000. 


GLENFIDDICH8      PURE 


MALT      SCOTCH     WHISKY 


Glcnfiddich  Pure  Malt  Scotch  Whisky.  43%  Alc/Vol  (86  proof).  Bottled  in  Scotland.  ©1991  William  Grant  &  Sons,  Inc.,  New  York,  NY  10020.  Prices  may  vary  from  state  to  state. 


UP  &  COMERS 


Lear  to  acquire  and  develop  mov- 
ies (The  Sure  Thing,  A  Chorus 
Line)  and  is  now  Horn's  partner 
at  Castle  Rock,  in  charge  of  mo- 
tion pictures;  Andrew  Schein- 
man,  who  produced  The  Sure 
Thing,  now  writes  and  produces 
some  of  Castle  Rock's  television 
pilots.  The  highest-profile  mem- 
ber of  Horn's  Castle  Rock  is  Rob 
Reiner,  who  played  Archie  Bun- 
ker's son-in-law  in  Lear's  All  in 
the  Family;  Reiner  has  directed 
several  of  Castle  Rock's  feature 
films. 

The  catalyst  to  form  Casde 
Rock  was  the  1985  decision  by 
Lear  and  his  partner,  Jerry  Peren- 
chio,  to  sell  Embassy  Communi- 
cations to  the  Coca-Cola  Co. 
(which  then  owned  Columbia 
Pictures)  for  S485  million.  Horn 
stayed  with  Embassy's  new  own- 
er for  a  few  months  but  then  left 
to  take  a  job  as  president  and  chief 
operating  officer  of  Twentieth 
Century  Fox  Film  Corp.,  where 
he  put  his  old  friend  Shafer  in 
charge  of  film  acquisitions  and 
development.  But  after  quarrel- 
ing with  Fox,  Inc.  Chief  Execu- 
tive Bam-  Diller,  Horn  and  Shafer 
decided  to  go  it  alone  in  1986.  Casde 
Rock  was  born. 

After  rounding  up  their  colleagues 
from  the  old  Embassy  days — Glenn 
Padnick  for  TV,  Rob  Reiner  and  Andy 
Scheinman  to  direct  and  produce 
movies — Horn  and  Shafer  set  out  to 
round  up  some  money.  Rather  than 
join  the  parade  of  shaky  indepen- 
dents— Vestron  Inc.,  De  Laurentiis 
Entertainment  Group  and  the  Can- 
non Group,  for  example — that  were 
then  selling  stock  to  the  public,  Horn 
came  up  with  a  clever  idea.  To  kill  two 
birds  with  one  stone,  he'd  bring  in  a 
studio  both  as  an  equity  partner  and  as 
a  distributor  for  Castle  Rock's  films. 
But  Horn  wanted  dealmaking  and 
production  freedom  as  much  as  he 
wanted  money.  lkIt  was  important  for 
us,"  says  Horn,  "that  we  green  light 
our  own  motion  picture  projects,  .\nd 
have  the  ability  to  say  yes  without 
consulting  anyone  else." 

After  almost  a  year  of  looking  tor  a 
Studio  willing  to  accept  such  condi 
dons,  Horn  finally  struck  a  deal  with 
Coke's  Columbia  Pictures.  In  Octo 
ber  1987  Columbia  agreed  to  invest 


Comic  actor  Billy  Crystal  in  "City  Slickers" 
Castle  Rock's  leading  man. 


S30  million  in  Casde  Rock,  in  ex- 
change for  40%  of  the  company. 
Horn,  who  had  put  up  about  $1 
million  to  get  the  company  started, 
retained  the  rest,  along  with  his  part- 
ners. (Westinghouse  Electric  Corp. 
has  since  invested  S19  million  in  Cas- 
de Rock,  diluting  Columbia's  stake  to 
34%,  and  leaving  the  partners  with  a 
controlling  51%.) 

Money  in  hand,  the  group  went  to 
work  developing  film  properties. 
Their  philosophy:  Make,  at  most, 
three  or  four  pictures  a  year;  keep  a 
film's  budget  in  the  $20  million  to 
S25  million  range  (excluding  promo- 
tional costs);  help  finance  the  making 
of  the  movie  through  the  advance  sale 
of  foreign  and  video  rights. 

The  strategy  worked  beautifully 
with  Castle  Rock's  first  film.  When 
Hany  Met  Sally  .  .  .  ,  directed  by  Rei 
ner  and  starring  comic  actor  Billy 
Crystal.  The  film  was  produced  for 
$20  million,  the  majority  of  which 
was  raised  from  advance  rights  sales. 
Released  in  L989,  the  film  grossed 
over  $90  million  domestically  and 
earned  at  least  $25  million  in  profits 
tor  the  partners  mk\  investors. 


|      Hollywood  executives  quicklv 

|  dismissed  the  success  as  begin- 

1  ner's  luck,  and  it  seemed  they  had 

I  a  point.  The  company's  next  two 

%  films,  a  remake  of  William  Gol- 

ding's  Lord  of  the  Flies  and  Sibling 

Rivalry,  were  duds.  A  third  film, 

Misery,  won  Kathy  Bates  an  Oscar 

for  best  actress  but  turned  in  a 

mediocre    performance    at    the 

turnstiles.  Altogether,  the  three 

films  lost  several  million  dollars 

for  Castle  Rock,  taking  a  chunk 

out  of  what  it  had  made  on  WJjen 

Harry  Met  Sally.  .  .  . 

Then  came  City  Slickers,  a 
Western  comedy  starring  Billy 
Crystal.  To  date,  the  S30  million 
film  has  grossed  over  SI 20  mil- 
lion domestically,  putting  Castle 
Rock's  finances  in  clover. 

But  will  they  stay  there:  There 
is  something  about  Hollywood 
that  makes  it  nearly  impossible 
for  producers  to  stick  to  their 
intentions  of  producing  moder- 
ately budgeted  films.  One  of  Cas- 
tle Rock's  current  feature  film 
projects  is  A  Few  Good  Men.  an 
action  film  now  being  shot  with 
high-priced  Tom  Cruise  and  Jack 
Nicholson,  and  scheduled  for  release- 
in  late  1992.  Cruise  and  Nicholson 
agreed  to  take  a  portion  of  their  com- 
bined eight- figure  fees  as  a  percentage 
of  the  film's  gross,  but  even  so,  .4  Fnv 
Good  Mens  budget  has  already  bal- 
looned to  S40  million  and  may  still 
climb  further.   The  way   things  are- 
going,  the  film  will  have  to  gross  over 
SI 30  million  if  Horn  and  his  friends 
are  to  break  even. 

Sitting  in  his  spacious  Beverly  Hills 
office,      which      is      decorated      in 
Hollywood's  au  courant  Santa  He  mo- 
tif, Horn  insists  that  the  Castle  Rock 
team's  experience  will  save  the  com 
pany  from  crashing  the  way  the  Can 
nan  Croup,  Vestron  m\^\  other  high 
thing  independent  filmmakers  of  the 
Eighties  did. 

"'We're  not  young  fellows  |ust  hav- 
ing gone  through  puppyhood  and 
finally  breaking  out  of  the  nest." 
Horn,  a  keen  mixer  of  metaphors. 
"We're  thing  our  own  plane  now  " 
But  keeping  Castle  Rock  in  the  air  w  ill 
require  more  discipline  than  Horn 
and  his  team  nave  shown  in  the  mak- 
ing o\  A  Few  Good  Men.  no  matter 
how  well  the  film  does  ■ 
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This  is  the  key 

to  the  symbol  that 

welcomes  the  world. 


This  is  the  key 

to  the  bank  where 

the  world  is  welcome. 


The  key  to  the  Statue 
of  Liberty. The  statue, 
a  gift  from  France 
commemorating 
the  1876  U.S.  cen- 
tennial celebration, 
is  a  universally 
accepted  symbol 
of  freedom. 


With  offices  in  the  United  States  for  over  50  years, 
Swiss  Bank  Corporation  can  ensure  you  a  warm 
welcome  right  here.  When  it  comes  to  knowing  Ameri  - 
can  business,  we  not  only  understand  your  banking 
needs,  we  possess  the  expertise  and  experience 
necessary  to  satisfy  them  at  home  and  abroad. 
We  offer  a  full  range  of  corporate  and  commercial 
banking  services  to  U.S.  corporations,  as  well  as 
serving  specific  industry  needs  including  project 
financing,  receivables  financing  and  leasing. 
In  addition,  we  are  a  major  provider  of  international 
trade  and  commodity  finance.  We  are  equipped  to 
assist  clients  with  interest  rate  risk  management 
and  money  market,  foreign  exchange,  and  precious 
metals  trading.  And  we  are  a  primary  dealer  in  U.S. 
government  securities. 

From  a  global  banking  perspective,  we're  the  Swiss 
bank  with  the  most  international  experience— and 
the  largest  international  network.  We're  at  home  in 
34  countries  around  the  world  and  at  work  as 
members  of  the  major  stock  exchanges  from  Tokyo 
to  New  York. 

Look  to  the  triple-A  rated  Swiss  Bank  Corporation  for 
any  of  your  banking  requirements— and  along  with 
a  warm  welcome,  you'll  find  your  key  to  success. 

40fM  Swiss  Bank  Corporation 

I  Schweizerischer  Bankverein 

■UH  Societe  de  Banque  Suisse 

The  key  Swiss  bank 

New  York    •    Chicago    •    Houston    •    Los  Angeles 

Miami    •    San  Francisco 

Toronto    •    Montreal    •    Vancouver 
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What  are  the  limits  of  aggressive  accounting  when  it 
comes  to  booking  sales?  When  times  get  tough  a  lot  of 
companies  stretch  the  limits,  but  Intellicall  seems  to 
have  stretched  them  to  the  breaking  point. 


DialF 
for  fishy 


By  Dana  Wechsler  Linden 

Intellicall,  Inc.  of  Dallas  runs  a 
profitable  business.  Revenues  have  in- 
creased tenfold  in  the  last  three  years, 
to  an  impressive  $207  million;  profits 
are  up  nearly  sixfold,  to  $7.6  million. 
The  stock  rose  from  Q-k  to  I8V4  at  its 
peak  in  late  1989.  Intellicall  was  a  hot 
little  company. 

It  was  founded  only  in  1984,  just 
after  AT&T  lost  its  monopoly.  Intelli- 
call was  the  first  company  to  intro- 
duce so-called  smart  phones  for  the 
pay  telephone  market.  These  phones 
have  computer  chips  inside  that  do 
everything  from  calculating  rates  to 
processing  collect  calls  using  a  synthe- 
sized human  voice.  Intellicall  makes 
the  systems  and  sells  them.  As  part  of 
its  service,  it  does  billing  and  collec- 
tion for  the  owners.  It's  a  nice,  plump 
niche  business. 

But  maybe  not  quite  as  nice  or 
quite  as  plump  as  it  seems.  In  Decem- 
ber Intellicall  auditors  Ernst  &  Young 
received  a  surprise  phone  call  from  an 
Intellicall  customer.  The  auditors 
were  shaken.  Here's  what  the  caller 
had  to  say: 

At  the  end  of  two  quarters  in  1990, 
he  had  agreed  to  take  hundreds  more 
phones  than  he  actually  needed,  as  a 
way  of  helping  Intellicall  meet  its 
quarterly  numbers.  He  had  been  as- 
sured by  the  company  that  aside  from 
a  small  deposit,  he  would  not  have  to 
pay  for  the  phones  until  he  actually 
had  customers  lor  them,  which  might 
take  about  a  year. 

In    the    meantime,    the    phones 
would  be  kept  in  a  warehouse  in  I  .ittlc 
Ferry,  N.J.,  in  a  space  Intellicall  rent 
ed  that  was  about  the  size  of  a  two  car 


Intellicall,  had  more  impressive  cre- 
dentials. He  had  invented  a  way  to 
increase  the  use  of  computers  in  tele- 
phone solicitation,  and  had  sold  his 
$10  million  business  to  an  Ohio 
newspaper  company  in  1983. 

To  counter  the  suspicions  aroused, 
Intellicall's  audit  committee  brought 
in  high-powered  Washington,  D.C. 
securities  lawyer  Harvey  Pitt  in 
March.  After  a  two-week  investiga- 
tion, Pitt  gave  the  company  a  clean 
bill  of  health.  Intellicall  announced  in 
a  March  1991  press  release  that  Pitt 
and  Ernst  &  Young  had  deemed  the 
charges  of  accounting  improprieties 
"unfounded."  Talking  with  Forbes, 
Pitt  went  further,  saying  that  specula- 


Intellicall  Chairman  Michael  Adler 

A  dashing  entrepreneur  with  a  taste  for  fast  cars  and  beautiful  women. 


garage.  Intellicall  would  keep  the  key 
to  the  warehouse. 

Soon  rumors  started  surfacing  of 
other  warehouses   and   special   pay 
ment  arrangements.  Other  disquiet- 
ing news  spread.  Intellicall's  founders 
included  Michael  and  Robert  (Rob 
by)   Adler,  entrepreneurial   brothers 
with  interesting  credentials. 

Bobby,  now  42,  used  to  run  United 
Sciences  of  America,  a   briefly,  e\ 
traordinarily  successful  vitamin  com 
pany  (Forbes,  Ann.  25,  1986)  that 

went  bankrupt  a  few  years  ago  amid 
charges  by  state  authorities  that  it  was 
.\n  illegal  pyramid  marketing  scam. 
Michael,  now  44  md  chairman  o\ 


tors  with  short  positions  in  the  stock 
were  spreading  the  reports.  "Sinister 
characters  are  involved  here,"  he  a^\ 
ed  darkly.  "People  who've  commit- 
ted murder/' 

And  so  the  plot  thickened.  It  devel- 
ops that  the  January  caller  was  one 
Frank  Magliato,  40,  a  prosperous 
New  York  businessman   Magliatodid 
once  kill  a  man     in  a  bizarre,  Bo9t) 
of  the    Vn mm*  si\k  crime   back  in 
1983.    Returning    one    evening    to 
Manhattan  from  Southampton,  Mag 
liato's  red  Ferrari  was  dented  by  a  car 
whose  passenger  was  what  Magliato 
called  "a  drug  crazed  lunatic."  Mag 
liato  shot  in  the  forehead  the  man. 
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This  is  your  dot  matrix, 
printing 


This  is  our  new  quiet  2624, 
printing. 


This  is  the  one  you've  been  waiting  for. 
Panasonic*  presents  the  first  of  a  new 
generation  of  quiet  dot  matrix  printers. 

The  KX-P2624  wide -carriage. 

It  doesn't  scream,  it  whispers.  Through  multi-part  forms, 
those  'industrial  strength'  spreadsheets,  and  your  customer 
correspondence.  And  does  them  all  with  ease,  speed  and  the  superb 
reliability  we've  built  a  reputation  on.  It  has  all  the  features  you've  come  to  expect 
from  the  leader  in  dot  matrix  printing.  And  then  some.  One  super  letter- quality 
and  seven  letter- quality  fonts.  Multiple  paper  paths.  An  LCD  display.  A  top  speed 
of  300  cps  in  draft  mode,  100  cps  in  letter  quality.  A  two-year  limited  warranty  on 
parts  and  labor.  *  And  serene  quiet. 


For  more  information  call  us  toll-free: 
1-800-742-8086.  Or,  better  yet,  see  your 
Panasonic  dealer. 

You'll  like  what  you  don't  hear. 


PQ8-FO 


*  See  your  dealer  for  details. 


Printers,  Computers,  Peripherals, 
Copiers,  Typewriters  &  Facsimiles 

Panasonic, 

Office  Automation/^^vfl 

\Jr\ 


NUMBERS  GAME 


Chief  Executive 
R.  Stephen  Polley 
Obsessed  with 
short-sellers 
and  a  murder 
that  occurred 
years  ago. 


who,  he  claimed,  attacked  him  with  a 
club.  His  murder  conviction  was  later 
reduced  to  "reckless  indifference," 
and  Magliato  spent  nearly  three  years 
in  the  slammer. 

However,  Magliato  swears  that  he 
never  shorted  a  share  of  Intellicall 
stock,  and  his  criminal  record  may 
well  be  a  red  herring  in  this  case. 
Despite  Pitt's  strong  denials  and 
Magliato's  credibility  problems,  the 
doubts  about  Intellicall's  bookkeep- 
ing have  not  gone  away.  The  stock 
recently  traded  at  around  7  on  the 
New  York  Stock  Exchange,  and  the 
short  position  in  the  stock  amounts  to 
16%  of  the  company's  6.7  million 
outstanding  shares. 

Intellicall's  chief  executive,  R.  Ste- 
phen Polley,  claims  that  the  machines 
shipped  to  Magliato  and  later  re- 
turned were  never  booked  as  reve- 
nues. However,  Forbes  has  learned  of 
other  similarly  questionable  sales 
where  the  sales  people  were  paid  com- 
missions and  the  shipments  were  re- 
corded in  internal  sales  reports. 

In  December  1989  Intellicall 
shipped  hotel  telephone  systems 
worth  $120,000  to  a  small  dealer  in 
Los  Angeles,  a  Danish  immigrant 
named  Flcmming  Lundsgaard. 
Lundsgaard  claimed  he  never  formal- 
ly ordered  the  equipment.  When  he 
wanted  to  return  it,  Intellicall  offered 
a  deal:  Keep  the  equipment  mm\  we'll 
give  you  a  $40,000  discount,  with 
nothing  due  until  you  find  customers 
for  the  systems.  Lundsgaard  agreed. 

For  almost  two  years,  the  phone 
systems    gathered    dust    in    1  uiuls 


gaard's  garage.  Only  in  September 
did  he  finally  finish  installing  the  sys- 
tems and  start  paying  Intellicall.  Did 
Intellicall  book  those  shipments  as 
sales  nearly  two  years  in  advance  of 
their  actual  sale? 

Matt  Morley,  Harvey  Pitt's  partner 
who  ran  the  Intellicall  investigation, 
says  the  Lundsgaard  transaction  was 
booked  "properly."  Maybe  so,  but 
Lundsgaard  flatly  denies  ever  being 
contacted  by  Morley  or  anyone  else 
from  his  firm,  Fried,  Frank,  Harris, 
Shriver  &  Jacobson. 

Independent  telecommunications 
analyst  Amy  Newmark  has  clients 
who  have  sold  short  Intellicall's  stock. 
Her  analysis  supports  the  skeptics' 
suspicions  about  the  company's 
bookkeeping.  Here's  a  piece  of  it: 

Intellicall  had  accounts  receivable 
of  $91  million  and  revenues  of  $60 
million  in  the  second  quarter  this 
year.  That  works  out  to  a  collection 
period  of  1 36  days — a  lot  longer  than 
the  60  to  90  days  customers  usually 
have  to  pay.  But  because  of  the  con 
cern  that  Intellicall  has  been  "stuff 
ing"  its  dealers  with  equipment, 
Newmark  now  focuses  on  equipment, 
or  hardware,  receivables  alone. 

She  subtracts  all  receivables  .\nd 
revenues  that  relate  to  call  revenues 
due  from  phone  companies,  license 
lees  and  lease  payments.  Result:  a 
rough  estimate  of  hardware  revenues 
($6  million)  .\nd  hardware  receivables 
($ll)  million).  Which  works  out  to  a 
collection  period  of  more  than  2~0 
days.  That,  to  put  it  mildly,  is  a  long 
time  to  let  your  customers  owe  you 


for  equipment. 

Intellicall  claims  the  real  number 
for  equipment  collection  is  126  davs. 
But  if  that's  the  case,  says  Newmark 
skeptically,  it  means  call  receivables 
are  taking  an  extraordinary  119  days 
to  collect. 

If  Newmark's  numbers  are  correct, 
here's  a  possible  explanation  for  the 
stretched-out  equipment  receivables: 
A  former  Intellicall  manager,  laid  off 
early  this  year  when  the  company 
reduced  its  work  force  by  25%,  recalls 
the  intense  pressure  at  headquarters 
to  meet  the  quarterly  numbers.  In  the 
third  month  of  every  quarter,  he  says, 
there  would  be  a  weekly  sales  meet- 
ing, where  the  chief  financial  officer, 
controller,  sales  managers  and  credit 
managers  sat  together  in  a  conference 
room  and  reviewed  order  sheets  one 
by  one.  Special  payment  terms  were 
agreed  upon  and  credit  checks  were 
postponed.  In  the  last  two  weeks  of 
the  quarter,  these  sales  meetings  took 
place  almost  daily.  The  clear  priority 
was:  Keep  those  revenue  figures  high, 
and  never  mind  the  quality  of  the 
receivables. 

Even  Intellicall's  accounting  for  or- 
dinary sales  looks  aggressive.  The  list 
price  of  a  "smart"  phone  is  $1,000, 
payable  up  front,  plus  S500  payable 
over  five  years  as  monthly  $8.33  "li- 
cense fees."  When  are  the  five  years  o\ 
license  fees  reported  as  revenue?  On 
day  one,  when  the  phone  is  sold. 

This  is  okay  under  generally  accept 
ed  accounting  principles  if  full  collec- 
tion is  reasonably  assured.  But,  tor 
Intellicall,  full  collection  is  doubtful. 
In  tact,  Forbes  spoke  to  several  deal 
ers  who  have  stopped  paying  the  li- 
cense fees  m\<A  who  sav  thev  know o\\\ 
few  dozen  others  who  have  done  the 
same.  Why?  The  dealers  explain  that 
Intellicall  misled  them  on  the  eco 
nomics  of  owning  "smart"  phones, 
so  they've  disabled  the  circuit  boards 
of  their  phones  and  made  them 
"dumb"  again  1  hen  estimates  ol 
phones  on  which  license  tees  are  not 
being  paid  already  range  as  high  as 
10,000  out  oi  a  total  o\  about 
91,000  shipped. 

To  all  of  the  above,  Polk)  repeat 
edl)  asserts  the  compam  has  been 
investigated  .\nA  given  a  clean  bill  oi 
health.  But  to  FORBES  this  hot  little 
compam  begins  to  look  more  than  a 
little  warmed  over  wm 
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"Simplify,  Simplify!" 

Applied  Metelligence 
from  Fansteel/VR  Wesson 
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Well  over  a  century  ago,  Thoreau  dispensed 
advice  of  critical  importance  to  modern 
manufacturing:  "Simplify,  Simplify!" 
A  half  century  ago,  Fansteel/VR  Wesson 
became  a  major  producer  of  tools  and 
tungsten  carbide  bits  for  the  mining  and 
construction  tool  industries.  Today,  the  advent 
and  installation  of  Computer  Numerically 
Controlled  machining  at  our  Lexington, 
Kentucky  plant  has  turned  Thoreau's  advice 
into  a  great  competitive  advantage. 

etelligence- 

We  now  purchase  partially  machined  tool 
holder  forgings  and  produce  a  range  of 
products  from  them.  The  results? 

•  Inventories  are  reduced. 

•  Slow  moving  products  are  remanufactured 
into  those  in  greater  demand. 

•  More  forgings  of  fewer  parts  are 
purchased,  minimizing  forging  errors. 

A  "simple"  exercise  in  Applied  Metelligence 
from  Fansteel/VR  Wesson .  .  .  and  another  reason 
it  will  pay  you  to  know  more  about  us. 


These  tungsten  carbide  bits  and  their 
blocks  are  representative  of  the  tools 
produced  by  VR  Wesson-Lexington  for 
the  construction  and  mining  industries. 


ansteel 

1  Tantalum  Place 

North  Chicago,  IL  60064 

708-689-4900 
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Businesses  often  have  compelling  reasons  to  launch 
internal  investigations  of  possible  wrongdoing. 
But  who  else  might  get  to  see  the  final  report? 


Keeping 
secrets 


By  James  Lyons 

Internal  corporate  investigations 
are  now  all  the  rage.  From  Salomon 
Brothers  to  defense  contractors,  com- 
panies are  often  investigating  their 
own  employees. 

The  benefits  of  these  probes  are 
clear.  Companies  can  uncover  wrong- 
doing before  prosecutors  do.  If  a 
corporation  volunteers  information 
to  the  cops,  it  may  forestall  indict- 
ment, heavy  fines  or,  in  the  case  of  a 
defense  contractor,  a  ban  on  doing 
more  business  with  the  Pentagon. 

But  there's  a  risk  to  this  approach, 
too.  Once  the  results  of  the  internal 
probe  are  disclosed  to  the  govern- 
ment, what's  to  prevent  a  third  par- 
ty— for  example,  someone  suing  the 
company  on  a  related  matter — from 
getting  hold  of  it? 

Most  internal  investigations  are 
conducted  by  lawyers.  At  issue  is 
whether  the  results  of  the  investiga- 
tion are  protected  by  attorney-client 
privilege  after  they've  been  revealed 
to  the  government.  Unfortunately  for 
the  chief  executive  or  director  trying 
to  sort  out  the  issue,  courts  are  split  on 
the  question. 

The  concept  that  the  relationship 
between  lawyer  and  client  has  special 
status  dates  from  the  16th  century. 
The  rationale  for  the  protection  is  a 
strong  one:  Clients  must  be  allowed 
to  speak  freely  with  their  lawyers,  just 
as  patients  must  be  candid  with  their 
doctors.  The  best  way  to  accomplish 
this  is  to  deem  their  communications 
confidential. 

A  related  idea — the  "work  product 
privilege" — also  protects  clients  and 
their  lawyers  from  having  to  reveal 
any  data  .\n  attorney  has  gathered  to 
prepare  a  case. 


The  first  time  a  federal  appellate 
court  tackled  the  information-protec- 
tion issue  was  in  1977.  The  U.S. 
Court  of  Appeals  for  the  Eighth  Cir- 
cuit ruled  that  Missouri- based  Diver- 
sified Industries  Inc.  did  not  have  to 
turn  over  to  a  plaintiff  documents  it 
had  supplied  to  the  Securities  &  Ex- 
change Commission  following  an  in- 


ternal investigation.  The  Eighth  Cir- 
cuit rejected  the  traditional  notion 
that  once  information  is  disclosed  to 
any  outside  party  (in  this  case,  the 
SEC),  all  confidentiality  privileges  are 
waived.  Declaring  that  Divcrsified's 
waiver  was  limited,  the  court  said  it 
did  not  want  to  discourage  companies 
from  conducting  internal  probes 

Unfortunately,  it  didn't  take  long 
for  the  Eighth  Circuit's  ruling  to 
come  under  attack.  In  1981  mk\  1984 
the  U.S.  Court  o\  Appeals  for  the 
District  of  Columbia  Circuit  went  the 
opposite  wax 

The    first    case    concerned    dtKU 


ments  that  an  Occidental  Petroleum 
subsidiary  had  supplied  to  the  SEC. 
When  the  SEC  sought  to  give  those 
documents  to  the  Department  of  En- 
ergy, Occidental  objected,  citing  the 
Eighth  Circuit's  1977  ruling.  The 
court  rejected  that  earlier  view,  not- 
ing that  Occidental  could  not  "pick 
and  choose  among  regulator)'  agen- 
cies in  disclosing  and  withholding 
communications." 

The  second  case  involved  plaintiffs 
in  a  securities  class  action  who  were 
seeking  the  papers  a  company,  Tesoro 
Petroleum  Corp.,  gave  the  SEC.  The 
D.C.  Circuit  grappled  with  this  one  in 
1984,  ruling  that  Tesoro  had  waived 
both  the  attorney-client  and  work- 
product  privileges  when  it  disclosed 
the  material  to  the  regulators.  The 
plaintiffs  were  granted  access  to  Te- 
soro's  papers. 

Now  the  U.S.  Court  of  Appeals  for 
the  Third  Circuit  is  mulling  the  con- 
troversy. The  Philippine  government 
is  suing  Westinghouse,  contending 
that  the  company  bribed  the  late  Fer- 
dinand Marcos  in  order  to  get  a  con- 
tract for  a  nuclear  power  plant. 

Back  in  1978  Westinghouse  hired 
an  outside  law  firm  to  probe  payments 
to  its  sales  representatives  w  orking  on 
the  project,  and  it  later  disclosed  the 
findings  to  both  the  sec  and  the 
Justice  Department.  What's  more. 
Westinghouse  got  the  Justice  Depart- 
ment and  a  federal  judge  to  agree  that 
the  disclosure  did  not  constitute  a 
waiver  of  either  the  attorney-client  or 
work- product  privilege- 
But  lawyers  for  the  Philippines  have 
gone  after  the  papers  anyway  and  so 
far  have  succeeded.  Last  vear  New 
Jersey  U.S.  District  Court  Judge 
Dickinson  Debevoise  found  that 
Westinghouse  had  indeed  waived 
both  privileges.  The  agreement  with 
the  government  was  not  binding,  I 
bevoise  w  rote,  because  Wcstingho 
had  disclosed  the  information  to  an 
adversary,  the  Justice  Department. 
Therefore,  another  adversary,  the 
Philippines,  should  get  the  same  data 
Debet  oisc's  decision  is  now  on  appeal 
to  the  Third  Circuit. 

The  Third  Circuit— or  even  the 
I'  S.  Supreme  Court — would  do  well 
to  bring  some  clanrv  to  the  M 
Corporations  need  to  know  whether 
their  pri\  ate  disclosures  w  ill  c\\\i  up  OH 
public  displ.n  ■■. 
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TtEBCHE 
ARaJNFORESI 


Our  Wonder  Fiche  Not  Only 
Saves  A  Lot  Of  Trees.  It  Can  Help 
You  Save  Acres  Of  Office  Space. 


One  tree  creates  a  cubic  foot  of 
paper.  And  on  the  average,  every 
cubic  foot  of  paper  takes  over  a 
square  foot  or  office  space.  Soyou'U 
do  both  the  environment  and  your 
business  a  lot  of  good  by  outputtirig 
data  directly  to  microfiche. 

ForPeopleWhoCan'tYetFly, 
Anacomp  Presents  A  Bridge. 

Anacomp's  new  DatagraphiX 
XFP  2000™  system  is  aplatiorm  for 
the  future.  A  bridge  to  the  emerging 
technologies  of  optical  disks  and 
sophisticated  laserprinting.  It  gives 
you  the  most  practical  system  today 
— yet  offers  the  flexibility  to  grow 
into  the  2 1st  century. 

FindAFactlnAForestOf 

Information  Without  Turning 

Over  Every  Leaf. 

With  Anatrieve™  and  Advanced 


Function 
JJndexing™  ,you 
fcan  find  anything 
pour  company  has 
land  print  it 
out  in  its  original 
form  in  seconds. 

It's  Not  Magic. 
It's  No  Illusion.  It's 
The  Best  Information 
And  Image  Management 
System  AvailableToday. 

TheXFP2(XX)istheonlyCom- 
puterOutput  Microfilm  (COM) 
system  designed  to  incorporate  the 
new  graphic  capabilities  into  its 
'Advanced  Function  Platform."  It 
has  the  ability  to  replicate  forms  and 
documents  from  computer- 
generated  data. 

Rest  assured  that  as  optical  disks 
and  bit-mapped  data  laserprinting 
systems  become  practical  and  pos- 
sible, you'll  be  able  to  take  advantage 
of  them  with  Anacomp's  new  system. 


It's  What  More 

And  More 

Companies  Are 

Doing  lb  Cope 

With  The 

Out-Of-Space  Age. 


Reduce  the  paper  mountain  that 
stands  between  you  and  your 
corporate  goals.  Find  out  about 
owning  an  Anacomp  information 
and  image  management  (I  &  IM) 
system,  or  about  letting  us  cover 
your  needs  through  one  of  our 
service  bureaus.  Write  J.  Mark 
Woods,  E.V.P.,  Anacomp,  Inc., 
3060PeachtreeRoad,N.W., 
Atlanta,  Georgia  30305.  Or  call 
404-262-2667T 

THE  IMAGE  OF  THE  RTTURE. 

anacomp 

©1991  Anacomp,  Inc.  Anacomp  and  DataeraphiX  are  registered 
trademarks  of  Anacomp,  Inc.  DatagraphiXXFP2000(andXFP 
2000),  Advanced  Function  Indexing  and  Anatrieve  are  trademarks 
of  Anacomp,  Inc. 


Now,  Dr.  Saunders  Goes 
To  Work  Every  Day  On  Venus. 


And  he's  just  begun  to  scratch  the  surface. 

Since  August  1990,  Steve  Saunders  and  his  asso- 
ciates at  NASA's  Jet  Propulsion  Laboratory  have  been 
analyzing  the  pictures  coming  in  from  the  Magellan 
spacecraft,  built  by  Martin  Marietta. 

By  using  a  special  radar,  Magellan  can  "see"  through 
the  clouded  atmosphere  of  Venus.  The  resulting  imagery 
shows  us  a  world  of  volcanoes,  lava  flows  and  faults 
geologically  similar  to  Earth.  In  fact,  the  volcanic  activity 
on  Venus  is  so  well  preserved,  that  it  may  help  us  to 
better  understand  the  process  of  volcanoes  here  on  our 
own  planet. 

Venus  may  also  be  a  window  into  our  past,  when 
the  Earth  was  very  young.  It  puts  us  one  step  closer  to 
understanding  how  "twin"  planets,  so  similar  in  size 
and  location,  could  evolve  so  differently  What  caused 
the  atmosphere  of  Venus  to  change  into  an  out-of- 
control  "greenhouse  effect"?  What  does  it  mean  to  our 
own  future  here  on  Earth? 

Steve  Saunders  and  the  people  at  JPL  are  working 
hard  to  bring  Venus  down  to  Earth.  At  Martin  Marietta, 
we're  proud  that  we  can  help  them  along  the  way. 

To  us,  mission  success  is  the  only  bottom  line. 
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"I  must  be  dumb,"  thought  FirstFed's 
William  Mortensen  as  he  watched  rival  thrifts 
load  up  on  junk  bonds  and  commercial  real  estate 
loans  a  few  years  ago. 

Dumb  like  a  fox 


By  John  H.  Taylor 

Goldman,  Sachs  had  a  problem.  It 
was  planning  a  road  show  in  1983  to 
sell  a  $25  million  initial  public  offer- 
ing by  FirstFed  Financial  Corp.,  a 
Santa  Monica,  Calif. -based  thrift.  The 
stock  market  was  bubbling,  and  the 
brokers  needed  a  good  story  to  stimu- 
late potential  investors'  interests.  But 
the  thrift's  management  was  no  help. 
"Goldman  kept  asking  us,  'What's 


your  story?  What's  your  story?'  "  re- 
calls Babette  Heimbuch,  FirstFed's 
president.  "We  told  them  we  are  a 
conservative  S&L  that  concentrates  on 
making  mortgage  loans  on  single- 
family  homes  and  apartments  in 
southern  California.  They  wound  up 
canceling  the  road  show  and  selling 
the  stock  by  word  of  mouth." 

Pity  the  investors  who  missed  the 


show.  Shareholders  who  bought 
stock  in  that  1983  offering  have 
watched  the  value  of  their  investment 
increase  ninefold,  to  a  recent  22V8  a 
share,  more  than  S5  above  book  val- 
ue. At  a  time  when  27%  of  the  Califor- 
nia thrifts  are  losing  money,  FirstFed 
(assets,  $3.3  billion)  is  solidly  profit- 
able. FirstFed's  longtime  chief  execu- 
tive, William  Mortensen,  predicts 
profits  for  the  full  year  will  reach  S32 
million  (nearly  $3  a  share)  and  climb 
to  at  least  $35  million  in  1992. 

Mortensen,  59,  is  the  grandson  of 
William  S.  Mortensen,  who  cofound- 
ed  FirstFed  in  1929.  He  says  he  fol- 
lows an  old  and  simple  rule:  If  he 
doesn't  understand  something,  he 
keeps  his  thrift's  money  clear  of  it. 
When  rivals  like  Columbia  Savings 
and  Lincoln  Savings  were  generating 
spectacular  earnings  gains  by  invest- 
ing government-insured  deposits  in 
junk  bonds,  Mortensen  stayed  on  the 


FirstFed  Chairman  William  Mortensen 

If  he  doesn't  understand  it,  he  doesn't  make  loans  on  it 
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Introducing  the 


generation 


Now  there's  a  whole  new  generation  of  ATMs  that  will  take  you  into  the  future.  Introducing 
the  /  Series  from  InterBold.  •  Only  the  /  Series  is  totally  modular.  So  it  allows  you  to 
upgrade  faster  and  more  cost-effectively  than  our  competition.  And  we  can  prove 
it.  •  Only  the  /Series  is  so  reliable,  it  has  a  99%  availability  guarantee*  -  nobody  else  comes 
close.  •  Only  the  /Series  is  backed  by  a  service  organization  dedicated  to  serving  the  needs 
of  the  financial  industry.  •  And  only  the  /Series  comes  com- 
plete with  130  years  of  security  expertise  built  in.  •  So  don't 
wait  for  tomorrow.  Call  us  today  at  1-800  999  3600.  •  Ask 
for  more  information  on  the  /'  Series.  It's  generations  ahead. 


InterBold 


A  Partnership  of  Diebold  and  IBM  Companies 


Outside  the  U.S.  call  216-489-4000 


'See  your  sales  representative  for  details. 


FirstFed  Financial 


Babette  Heimbuch,  FirstFed's  president 
Watched  go-go  rivals  fail. 


sidelines. 

"I  looked  at  what  some  of  these 
other  thrifts  were  doing,  and  conelud 
ed  I  must  be  dumb,  because  I  just 
didn't  understand  these  junk  bonds." 
Mortensen  recalls.  "]  never  felt  that 
we  had  the  expertise  to  analyze  the 
risk  on  those  things.*1 

So  Mortensen  continued  to  invest 
his  depositors'  funds  in  mortgages  on 
homes  and  apartment  buildings,  most 


of  them    on    properties    within    an 
hour's  drive  of  the  thrift's  hcadquar 
ters.  About  88%  of  the  thrift's  loans 
are  in  residential  mortgages,  a  little 
more     than     half    on     single  family 
homes  and  the  rest  on  apartments 
Only  13%  have  loan  to  value  ratios  in 
excess  of  80        l'o  hedge  against  i 
sharps  rise  in  interest  rates,  ^o°-  of  the 
portfolio  is  in  adjustable  rate  loans. 
Mortensen  isn't  afraid  to  follow  his 


instincts.  In  1979  he  sensed  that  Los 
Angeles  was  being  flooded  with  resi- 
dential projects  funded  at  high  loan- 
to-value  ratios,  so  he  stopped  residen- 
tial construction  lending  altogether 
and  has  yet  to  return  to  the  market.  In 
the  late  1980s  he  felt  the  commercial 
real  estate  market  was  overheating 
and  stopped  making  commercial  real 
estate  loans. 

No,  FirstFed  hasn't  escaped  the 
downturn  in  the  California  real  estate 
market.  Nearly  3%  of  FirstFed's  SI. 2 
billion  apartment  loan  portfolio  is 
nonperforming.  But  the  southern 
California  apartment  market  should 
come  back  now  that  construction  has 
halted.  "It's  a  problem,  but  not  some- 
thing that  keeps  me  up  nights  wor- 
rying," Mortensen  says.  All  told,  only 
2%  of  FirstFed's  assets  are  nonper- 
forming, less  than  half  the  industry 
average. 

Although  Mortensen  and  other  in- 
siders own  only  9%  of  FirstFed's  1 1 
million  shares  outstanding,  the  thrift 
is  in  many  ways  still  run  like  a  family 
business.  A  friendly,  unpretentious 
man,  Mortensen  knows  most  of  First- 
Fed's 400  employees  by  their  first 
names  and  pays  them  well  |  an  average 
salary  of  S40,000 ).  Even,  one,  includ- 
ing tellers,  participates  in  the  FirstFed 
bonus  plan;  the  company's  employee 
stock  ownership  plan  owns  10%  of  its 
stock,  a  block  now  worth  nearly  > 
million.  (Mortensen's  holdings  are 
worth  S8  million.  >  The  thrift's  top 
managers  have  all  been  there  at  Ic 
nine  years. 

Mortensen  says  he  expects  43-year- 
old  Babette  Heimbuch,  a  former  au 
ditor  with  Teat  Marwick,  to  suca 
him  when  he  renres  in  three  to 
years,  bv  which  time  FirstFed  should 
be  a  significantly  larger  outfit.  Over 
the  next  year,  Mortensen  and  Hcim 
buch  expect  to  increase  the  number  of 
FirstFed's  branches  from  its  current 
IS  to  around  21 

Always  eyeing  opportunities 
make  mone\  as  well  as  preserve  Capi- 
tal, Mortensen  has  begun  making 
commercial  real  estate  loans  tor  the 
first  time  since  1988  Says  Heimbuch, 
with  some  satisfaction  "Most  of  the 
banks  and  Sid  S  are  out  of  this  busi: 
right  now  ,  so  it's  a  great  time  to  make 
a  loan  on  commercial  properties  with 
goixl  cash  flow  and  loan  to  value  ot 
mavbc  45J  ■ 
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IF  WE  DON'T  PAY  ATTENTION  TO  WHAT'S  GOING 
ON  IN  SCHOOL,  WHY  SHOULD  HE? 


m 


What  goes  on  in  the  classroom  is  everyone's  business,  everyone's 
responsibility.  That's  why  BP  supports  the  Cleveland  Summit  on 
Education,  a  pioneering  program  that  is  getting  the  entire  com- 
munity involved  with  its  schools.  Comprised  of  parents,  educators, 
neighborhood  groups,  and  community  leaders,  the  Education 


Summit  has  developed  its  own  ambitious  plan  for  improving  the 
Cleveland  Public  Schools  dramatically  by  the  year  2000.  Because  if 
we  dont  get  involved  in  our  children's  education,  our  children  won't 
get  an  education.  For  more  information,  write  BP,  Public  Affairs, 
200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  Yo  Change 


Wall  Street  eagerly  awaits  KKR's  public  offering  of 
Owens-Illinois  shares.  Potential  buyers  ought  to  take 
a  careful  look  at  what  they  are  buying. 

Smart  timing 


By  James  R.  Norman 


Owens-Illinois  bottle  plant  near  Atlanta 

Going  public  to  ease  a  crushing  debt  load  before  the  market  breaks. 


With  the  stock  market  at  alltimc 
highs,  the  leveraged  buyout  crowd  is 
eagerly  selling  equity  to  pay  do\vr 
debt.  It  was  predictable.  The\ 
swapped  junk  for  stock  when  stocks 
were  cheap;  now  that  stocks  are  dear 
and  debt  in  disrepute,  they  are  going 
into  reverse.  So  Kohlberg  Kravis  Rob 
erts  is  hustling  to  refinance  Owens- 
Illinois  Inc.,  the  nation's  largest  glass 
bottle  maker. 

With  S4  billion  in  sales,  Owens- 
Illinois  was  one  of  the  larger  leveraged 
buyouts.  It  has  now  filed  to  sell  SI. 3 
billion  of  new  stock  to  pay  down  part 
of  its  S3. 6  billion  debt.  Wall  Street 
seems  hot  for  the  deal,  sensing  a 
possible  repeat  of  KKR's  offering  in 
May  of  Duracell,  whose  shares  dou- 
bled in  price  after  the  initial  public ) 
offering  and  thus  whetted  investors' 
appetites  for  more. 

Toledo-based  Owens-Illinois  looks  I 
like  a  safe  bet:  a  stable,  well-managed 
company  that  leads  its  industry  in 
operating  margins  and  new  technol- 
ogy. By  replacing  high-cost  debt  with  ] 
no-dividend  stock,  and  refinancing 
another  SI  billion  of  debt  with  lower- 
yield  bonds,  Owens- Illinois'  profits 
would  swing  S 1 00  million  a  year  from 
red  ink  to  black  and  from  negative  net 
worth  of  S300  million  to  almost  S600 
million  positive.  Looming  debt  matu- 
rities, which  begin  in  1996,  would  be 
pushed  back. 

As  for  Henry  Kravis  and  his  friends, 
the  public  offering  will  be  a  bonanza: 
The  new  shares  will  be  sold  for  three 
times  the  S5  price  RKR  paid,  making 
its  investment  worth  a  half  billion 
dollars. 

But  will  the  public  offering 
good  deal  for  investors?  Lurking  in 
the  boilerplate  fine  print  of  Owens 
Illinois'  prospectus  is  a  potential  time 
bomb:  asbestos  liabilities.  From  194S 
CO  1958  Owens  Illinois  made  kavlo.a 
popular  brand  o\  asbestos  pipe  .\n^\ 
boiler  insulation.  Then  it  sold  the 
business  to  neighbor  Owens  Corning 
Fiberglas 

Based  on  a  New  Jersey  lower  court 
ruling  last  year  confirming  $670  mil 
lion  of  .\d<\i.\\  personal  injury  insur- 
ance, Owens  Illinois  is  telling  im 
tors  that  the  asbestos  mess  will  have 
m>  "material  adverse  effect"  on  the 
company 

In  a  commonsense  world,  that 
would    be    true   and   Owens  Illinois 
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ould  have  no  exposure,  but  com- 

on  sense  no  longer  prevails  in  the 

.S.  legal  system.  Owens- Illinois'  re- 
nsurers  are  appealing,  claiming  they 

ere  misled  about  the  degree  of  Ovv- 
iis-Illinois'  risks.  Given  time,  the 
ompany  could  probably  get  by,  even 

ithout  the  reinsurance.  But  a  rush  of 
erdicts  could  cause  a  cash  crunch.  "If 
0-1  doesn't  win  that  suit,  or  it  drags 
on,"  says  one  veteran  asbestos  lawyer 
who  follows  the  company  closely, 
"then  it's  looking  at  absolute  disaster, 
even  Chapter  11." 

Owens- Illinois'  particular  problem 
is  that  its  $365  million  of  Aetna  insur- 
ance will  run  out  by  mid- 1992.  Al- 
ready the  company  has  spent  about 
$50  million  of  its  own  funds  on  asbes- 
tos cases  since  1989 — not  charged 
against  earnings,  because  it  expects  to 
be  reimbursed  by  the  reinsurers.  Now 
the  pace  of  the  action  has  picked  up 
dramatically.  Owens-Illinois  had  used 
only  half  its  Aetna  coverage  at  the  end 
of  1989.  But  since  then  it  has  settled 
29,000  cases,  almost  doubling  the 
total  number  resolved  since  the  litiga- 
tion explosion  began  in  the  late 
1970s,  to  66,000.  Meanwhile,  anoth- 
er 30,000  cases  have  been  filed,  leav- 
ing 75,000  cases  still  pending.  Ow- 
ens-Illinois and  Aetna  are  thus  spend- 
ing like  mad  just  to  tread  water. 

On  the  plus  side,  the  pace  of  new 
asbestos  claims  is  finally  slowing 
down — 10,000  in  the  first  nine 
months  of  this  year,  versus  20,000  in 
all  of  1990.  Owens-Illinois  expects  its 
average  settlement  of  $3,000  per  case 
to  decline,  but  admits  there  is  "no 
assurance"  of  that.  With  U.S.  courts 
behaving  more  like  lotteries  than  halls 
of  justice,  anything  is  possible. 

Potential  buyers  of  Owens-Illinois 
shares  face  other  risks.  Domestic  unit 
volumes  in  the  company's  glass  con- 
tainer business  slipped  slightly  last 
year  and  will  be  down  again  this  year. 
Price  hikes  that  have  buoyed  profits 
for  the  past  two  years  are  eroding  in 
the  face  of  stiff  competition  from 
cheaper  aluminum  beer  cans.  "The 
question  is  whether  they  are  willing  to 
sacrifice  more  volume  to  maintain 
prices,"  says  Salomon  Brothers  pack- 
aging analyst  Robert  Bishop. 

The  KKR  boys  were  right-on  in  their 
timing  and  pricing  when  they  bought 
Owens-Illinois.  The  timing  of  the 
public  offering  looks  just  as  smart.  ■■ 


Wonder  why  junk  bonds  have  such  a  bad  name?  Just 
look  at  how  Henry  Silverman  and  his  friends  got  rich 
while  the  bondholders  of  Days  Inns  lost  their  shirts. 

Triple  dipper 


By  Howard  Rudnitsky 

Henry  Silverman  has  played  Days 
Inns  of  America,  an  Atlanta  franchisor 
of  a  chain  of  1 ,200  moderately  priced 
($40  a  night)  motels,  about  as 
shrewdly  as  it  could  be  played.  A 
familiar  sight  on  the  highways  of 
America,  Days  Inns  has  been  a  gold 
mine  for  Henry  Silverman,  51,  a  fast- 
moving  buyer  and  seller  of  compa- 
nies, and  his  investors. 

Twice  in  less  than  a  decade,  Silver- 
man has  bought  Days  Inns  and  twice 
he  has  sold  it.  By,  in  effect,  arbitraging 
between  the  debt  markets  and  the 
equity  markets,  between  private  mar- 
kets and  public  markets,  Silverman 
has  already  made  a  tidy  profit  of  $126 
million  for  his  backers  and  for  himself 
out  of  this  humdrum  motel  company. 
Now  Silverman  is  trying  to  buy  Days 


Inns  again. 

As  manager  of  a  buyout  fund  for 
Saul  Steinberg's  Reliance  Capital,  Sil- 
verman first  bought  the  company 
from  the  Cecir  Day  family  in  1984  for 
what  looked  like  a  rich  price:  $570 
million,  including  the  assumption  of 
existing  debt.  However,  Silverman 
and  his  pals  put  in  only  $30  million; 
the  late  Drexel  Burnham  raised  $245 
million  by  selling  junk  bonds.  It  was  a 
nicely  leveraged  deal.  Among  the  in- 
vestors were  Steinberg's  Reliance  In- 
surance and  a  partnership,  Reliance- 
Capital  Group,  which  included  such 
familiar  names  as  former  junk  bond 
king  Michael  Milken,  Ivan  Boesky, 
Steve  Wynn,  Victor  Posner  and  the 
Spiegel  family  of  Columbia  Savings 
&  Loan. 


Henry  Silverman  of  Blackstone  Capital  Partners 
He's  trying  to  buy  Days  Inns  again. 
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Days  Inns 


Days  Inn  (above) 
near  Lake 
Buena  Vista, 
Orlando,  Ha.; 
Days  Inn  outside 
Princeton,  N.J. 
Too  much  debt 
and  a  weak 
economy  drove 
the  1,200-unit 
motel  chain  into 
bankruptcy. 


Fourteen  months  later  Silverman 
took  Days  Inns  public,  selling  4  mil- 
lion new  shares  (21%  of  the  stock)  to 
the  public  at  $6  a  share.  This  valued 
the  company  at  about  $115  million. 
On  paper  the  insiders'  $30  million 
investment  had  tripled.  Rut  the  insid- 
ers weren't  ready  to  cash  in;  they 
figured  in  a  couple  of  years  they  could 
make  an  even  bigger  killing. 

Before  they  could  cash  in,  however, 
the  stock  market  crashed  in  October 
of  1987.  Days  Inns  stock,  which  had 
risen  to  over  14  a  share,  got  badly 
hammered,  plunging  to  under  4.  Not 
what  they  had  figured. 

But    the  smart   speculator  knows 
how  to  turn  a  problem  into  an  oppor 
tunity.  Days  Inns  was  doing  reason 
ably  well,  and  so  Silverman  made  .\n 


offer  to  his  new  public  shareholders  at 
$9  a  share,  giving  them  a  modest 
profit.  A  modest  profit  for  the  public 
shareholders,  but  a  huge  profit  for 
insiders  like  Reliance  Insurance, 
which  also  cashed  out  on  the  oiler. 

A  little  more  than  a  year  and  a  half 
later,  in  November  1989,  Silverman 
and  his  backers  turned  around  and 
sold  the  company  to  one  of  its  biggest 
franchisees.  Tollman-]  Iundley  I.odg 
ing's  Stanley  Tollman  ,\nd   Monty 
Hundley.  Roasts  Silverman:  "We  ac 
quired  our  shares  at  S2  mk\  sold  them 
[to  Tollman  Hundley]  at  $11.78." 
All  told,  the  Reliance  Capital  partner 
ship  investors  made  almost  $60  mil 
lion.    Silverman    personally    made 
about  $5  million. 

The  deal  was  ,i  typical  Drexel  Ruin 


ham  leveraged  financing — done  with 
thin  equity,  with  the  junk  holders 
taking  most  of  the  risk.  Tollman  and 
Hundley  put  in  58  million  cash  and 
guaranteed  two  years'  interest  on  one 
loan  to  finance  a  S765  million  deal, 
including  assumption  of  the  existing 
Days  Inns  debt.  Good  timing,  be- 
cause Drexel's  ability  to  hawk  product 
was  fast  eroding.  "If  the  sale  had  been 
the  following  year,"  admits  Silver 
man,  "we'd  have  been  in  deep  yo- 
gurt." As  it  turned  out,  the  junk 
holders  and  the  new  buyers  landed  in 
the  soup.  The  junk  bond  market  and 
Drexel  Rurnham  collapsed,  blocking 
a  badly  needed  refinancing.  Then  the 
hotel  business  slumped  as  the  econo- 
my weakened.  The  overleveraged  deal 
collapsed,  and  by  September  1991 
the  company  filed  for  Chapter  1 1 . 

Rack  in  January   1990  Silverman 
had  moved  on  to  become  a  partner  at 
Peter  Peterson's  Rlackstone  Capital 
Partners.  Rlackstone  was  flush  with 
$850   million   raised   to   restructure 
busted  buyouts  and  do  other  deals. 
Aha!  Rusted  hotel  chains.  Through 
Rlaekstone's    Hospitality    Franchise 
Systems,  Silverman  bought  Ramada 
and    Howard    Johnson    from    ailing 
Prime  Motor  Inns  in  June  1990  for 
$169  million.  About  a  year  later  Sil- 
verman formally  offered  to  buy  Days 
Inns  out  of  bankruptcy  for  $250  mil- 
lion— less  than  half  what  Tollman 
Hundley  paid  for  it  two  years  ago.  If 
approved   by  the   bankruptcy  court 
and  if  no  higher  bid  comes  forth, 
creditors  with  S280  million  of  onsc 
cured   claims   against    the    company 
would  get  25  cents  on  the  dollar,  in 
cash  and  convertible  preferred  shares 
The  deal  would  also  give  some  hapless 
Tollman-Hundley  lodging's  bond 
holders  about  15  cents  (^n  the  dollar. 

The  unlucky  buyers.  Tollman  m^\ 
Hundley,  don't  fare  as  badly  as  one 
might  expect.  They  still  own  41  Days 
Inns  motels,  which  are  not  tied  up  in 
the  bankruptcy,  and  they  stand  to  get 
SI. 85  million  each  in  consulting  fi 
over  the  next  five  years.  The  two 
partners  would  also  receive  sunk 
worth  about  s  1 7  million  in  five  years, 
if  they  can  deliver  $27.5  million  in 
franchise  tees  to  the  chain's  new  ow  n 
ers  oxer  the  same  period 

\ud,  of  course,  Henry  Silverman 

M\d    Reliance    came    out    tine.    lust 
fine.  ^ 
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Expand  your 
investment 
horizons. 
The  companies  in 
this  section  are 
making  their 
annual  reports 
available  to  you 
FREE.  Fill  out  the 
post-paid  reader 
service  card 
or  call  Toll  Free 
1-800-848-1991. 


GROW  GROUP,  INC.      HEALTH  IMAGES,  INC.      IN 
THE  LIPOSOME  COMPANY,  INC.     NEWPORT  CORPORATION 
NORTEL  COMMUNICATIONS  INC.      OPPENHEIMER  CAPITAL,  L.P. 
OVERSEAS  SHIPI IOLDING  GROUP,  INC.      PARKER  I IANNIFIN 
CORPORATION       SOUTHERN  NATIONAL  CORPORATION 
TEC!  ITANA  CAPITAL  LTD.      UNITED  TELECOMMUNICATIONS 
WALLACE  COMPUTER  SERVICES,  INC.      VEBA  AG 


ADVERTISEMENT  2 


Amcast  Industrial 

Corporation 


Respectable  earnings  during  the  recession 
reflect  Amcast's  potential  for  high  perfor- 
mance in  the  '90s.  Exciting  growth 
momentum  is  coming  from  increased 
demand  for  anti-lock  brake  system  com- 
ponents and  aluminum  wheels.  Amcast 
also  is  positioned  for  a  strong  cyclical 
rebound  as  its  automotive,  construction, 
and  industrial  markets  recover.  The  com- 
pany manufactures  technology-intensive 
metal  products  and  holds  important  niche  positions  in  its  two  busi- 
nesses —  Flow  Control  Products  and  Engineered  Components. 

(NYSE:  AIZ) 


Environmental 
Technologies  Inc. 


"E.R.O.S.  AIRBORNE  OIL  S; 
COMBAT  PROJECT"  Canadian 
consortium  is  developing  a  uniqut 
borne  off-shore  oil  spill  combat  sy 
(U.S.  Patents  &  IntT  Patents  Pend 
Response  time  20  to  30  times  faster 
currently  used  techniques;  Uses  a  fit 
C-130  Hercules  and  ex-military  speci 
with  state-of-the-art  technology  for  "] 
ical  Recovery"  and/or  "In-Situ  Burning";  Unprecedented  rapid 
tainment;  24-Hour  operation  readiness;  For  information  and  re 
please  contact:  TEL:  (604)  688-2009  FAX:  (604)  688-5002 
VANCOUVER-CANADA 


Birmingham  Steel 
Corporation 

Pursuing  a  strategy  of  acquiring  and  reno- 
vating undervalued  steel-producing 
assets,  Birmingham  Steel  has  become  a 
leading  mini-mill  company.  A  recent 
restructuring  program  increased  the  effi- 
ciency and  lowered  the  costs  of  the  Com- 
pany's operations.  Today,  its  four 
mini-mills,  strategically  located  across 
the  country,  are  well  positioned  to 
increase  their  share  of  the  nationwide 
markets  for  steel  reinforcing  bar  and  mer- 
chant steel  products. 

(NYSE:  BIR)  2 


Foundation  Health 
Corporation 

Foundation  Health  Corporation  adm 
ters  managed  health  care  coverage 
more  than  1.2  million  eligible  pe 
through  its  HMO,  insurance  subsid. 
administration  of  self-funded  groups, 
the  CHAMPUS  Reform  Initiative,  a  » 
saving  health  benefit  program  for  mil 
families  in  California,  Hawaii  and  I 
Orleans. 

The  company  posted  net  income  of  $ 
million,  or  $2.00  per  share,  for  the  f: 
year  ended  June  30,  1991. 


Clearly  Canadian 
Beverage  Corporation 

Clearly  Canadian  Beverage  Corporation 
produces  and  markets  a  line  of  premium 
sparkling  mineral  waters  under  the  trade- 
mark "Clearly  Canadian™".  The  compa- 
ny returned  record  growth  of  268%  and 
earnings  of  $0.51/share  in  1991,  a  trend 
that  management  anticipates  will  contin- 
ue into  fiscal  1992  as  the  company  in- 
creases market  penetration  and  interna- 
tional distribution.  Through  distribution 
agreements,  "Clearly  Canadian™"  is  sold 
in  the  U.S.,  Canada,  Japan  and  the  U.K. 


(NASDAQ:  CLCDF) 


Cordis  Corporation 

Cordis  is  the  market  leader  in  diagnostic 
coronary  angiography.  The  company 
accounts  for  44%  of  the  $32.">  million 
market  worldwide,  including  65%  of  all 
diagnostic  coronary  catheters.  Cordis  is 
also  a  growing  supplier  of  advanced  prod- 
ucts tor  angioplasty,  one  oi  health  care  s 
fastest-growing  markets.  For  Fiscal  1991 
ended  June  30,  Cordis  reported  increases 
Oi  12%  m  sales,  90%  "l  income  trom  eon 
tinuing  operations  and  45%  in  operating 

e.ish  flow.  Return  on  average  equit\   tose 
to  26%. 


Why  should  you  advertise  your 

company  in 
Forbes  Annual  Report 

You  might  want  to  consider  the  following: 

•  FORBES  reaches  2.4  million  affluent  adults  i735,000  subscribe! 

•  FORBES  subscribers  own  corporate  stock  worth 
an  average  of  $896,594 

•  FORBES  subscribers  have  a  median  household  income  of  S 1 

•  One  out  of  every  2.6  FORBES  subscribers  is  j  millionaire 

•  More  than  half  of  FORBES  subscribers  are  involved  in  nuking 
investment  decisions  for  others  such  as  corporations,  estates 
institutions  and  trusts. 

Source:  Dot^Bowthen  Associates,  1990  '  taftsand.v 

m. 

FORBES  readers  are  wealthy  and  investment-driven,  l  -prist. 

important  market  for  any  company  seeking  new  m\ .  d  sh. 
holders  And  that  s  good  news  fa  advertisers  like  you  FOR 

Report  Sections  are  speeitie.illv  designed  to  highlight  ,mF*. 

and  gel  vom  message  out  to  invest. 

1*0  learn  more  about  advertising  youi  companv  in  FORBES  Ann 

Report  Sections  please  call 

VIRGINIA  TARROl  I 

ra 
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Grow  Group,  Inc. 

Signalling  a  turnaround,  Grow  Group, 
Inc.,  a  leading  producer  of  specialty  chem- 
ical coatings  and  paints,  reported  a  20% 
jump  in  earnings  in  its  fiscal  1991  fourth 
quarter.  Based  on  the  planned  profits  of 
its  restructured  Consumer  and  Profes- 
sional Products  Group,  augmenting  the 
historical  profitability  of  its  core  Coatings 
and  Chemicals  Group,  Grow  now  antici- 
pates a  resumption  of  year-to-year  earn- 
ings advances. 


(NYSE:  GRO) 


Newport  Corporation 

In  September  1991,  Newport  Corporation 
acquired  the  micro-positioning  operations 
of  Micro-Controle  S.A.,  firmly  establish- 
ing the  company  as  a  leading  worldwide 
supplier  of  high-precision  positioning  and 
optical  equipment.  The  merger  doubled 
company  revenues  and  forwarded  the 
company's  goals  for  worldwide  expansion 
of  its  core  laser/optics  business  and  pene- 
tration of  emerging  markets.  Additional 
highlights:  17%  sales  growth  in  interna- 
tional business  and  a  new  Chairman  of 
the  Board/CEO. 
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Health  Images,  Inc. 

Having  set  new  records  for  net  income, 
revenue  and  earnings  per  share  in  1990, 
Health  Images,  Inc.  is  well  positioned  for 
solid  growth  and  strong  performance  in 
the  future.  A  leader  in  its  industry, 
Health  Images  owns  and  operates  30 
fixed-site,  outpatient  magnetic  resonance 
imaging  (MRI)  centers  in  the  U.S.  and 
United  Kingdom.  The  Company's  centers 
also  act  as  preferred  providers  of  MRI  ser- 
vices to  managed  care  clients  across  the 
nation. 


(NASDAQ  symbol:  HIMG) 
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NorTel 
Communications  Inc. 

NorTel,  through  its  subsidiary  TravelTel,  is 
an  interexchange  long  distance  carrier  pro- 
viding full  national  and  international 
telecommunications  services.  The  compa- 
ny specializes  in  the  application  of  voice 
processing  technologies,  programming  and 
billing  while  utilizing  the  network  services 
of  AT&T,  MCI,  US  Sprint  and  others.  Trav- 
elTel concentrates  most  of  its  energies  on 
providing  its  very  unique  Advertising  and 
Services  Systems  which  combine  the  new  voice  technologies  such  as 
voice  mail  and  voice  recognition  with  programming  and  long 
distance  products.  Send  for  information  on  NorTel's  exciting 
future  as  an  emerging  growth  company  in  the  telecommunica-  1 2 
tions  industry  or  call  1-800-759-2208. 


Inco  Limited 

Inco  Limited  is  one  of  the  world's  premier 
mining  and  metals  companies.  It  is  the 
leading  producer  of  nickel,  supplying 
about  one-third  of  non-communist  world 
demand.  It  is  also  a  major  producer  of 
high-nickel  and  other  alloys.  In  addition, 
Inco  is  an  important  producer  of  copper, 
cobalt  and  precious  metals  and  is  major- 
ity owner  of  a  sizeable,  growing  gold  com- 
pany. In  1990,  Inco  earned  US$441 
million  on  sales  of  US$3.1  billion. 
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IT    ^t  Oppenheimer 

^     ^B  Capital,  L.P. 

^L  Oppenheimer  Capital,  L.P.  is  a  vehicle  for 

^B     ^^^     Jfiv\l\cnne\      investors  to  participate  in  the  earnings 
W^^  and  growth  of  Oppenheimer  Capital,  a 

leading  investment  management  firm 
with  approximately  $22  billion  under 
management  at  July  31,  1991.  The  part- 
nership offers  a  high  current  return  as 
well  as  the  potential  for  growth  of  capital. 
The  current  yield  was  8.4%  at  the  July  31, 
1991  closing  market  price,  based  on  the 
current  cash  distribution  rate  of  $1.70  per  unit  annually.  In  addition 
to  the  basic  rate,  the  partnership  pays  special  distributions  as 
warranted,  including  $.125  per  unit  for  the  fiscal  year  ended 
April  30,  1991.  -|3 


The  Liposome 
Company,  Inc. 

The  largest  company  dedicated  exclu- 
sively to  the  development  of  liposome 
and  lipid-based  pharmaceuticals,  The 
Liposome  Company  selectively  develops 
proprietary  parenteral  pharmaceuticals 
for  the  treatment  and  diagnosis  of  life- 
threatening  illnesses.  The  Liposome 
Company's  most  advanced  products 
treat  cancer  and  serious  bacterial  and 
fungal  infections  in  immunocompro- 
mised patients,  such  as  those  with  can- 
cer and  AIDS. 
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Forbes  Annual  Report  Sections 

Take  advantage  of  Forbes'  Annual  Report  Advertising  Sections, 
appearing  twice  a  year,  to  receive  important  investment  informa- 
tion. Both  the  Spring  and  Fall  editions  feature  convenient  post-paid 
reader  service  cards,  which  enable  readers  to  obtain  annual  reports 
of  their  choice  absolutely  FREE. 

For  more  information  contact: 

VIRGINIA  CARROLL  212-620-2339 

or 

SARAH  MADISON  505-275-1282 


ADVERTISEMENT  4 


Overseas  Shipholding 
Group,  Inc. 

OSG,  one  of  the  world'-  largest  bulk  ship 
ping  companies,  is  engaged  in  the  ocean 
transportation  of  liquid  ...d  dry  bulk  com 
modities.  In  1990,  the  Company  complet- 
ed a  12-vessel  ncwbuilding  program, 
which  added  1.3  million  deadweight  tons 
(dwtl  to  its  international  fleet.  OSG  cur- 
rently owns  and  operates  a  fleet  of  65  ves- 
sels, aggregating  6.1  million  dwt  OSG's 
strong  financial  condition  and  the 
prospects  for  the  bulk  shipping  markets 
are  detailed  in  the  Company's  Annual 
Report. 


(NYSE,  PSE:  OSG) 
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United  J 

Telecommunications  I 

United  Telecom  is  a  diversified  telet 

munications  company  providing  gl 

voice,  data  and  video  teleconferen 

services  and  related  products  Its  prim 

business  units  are  Sprint  and  seven 

telephone  companies.  Its  complemer'  !' 

business  units  are  Directories/^^ 

and  North  Supply.  Headquaru 

Kansas  City,  United  Telecom  has  ri  m 

than  43,000  employees  worldwide 

revenues  of  $8.3  billion  and  total  assets  exceeding  SIO  bill 

United  Telecom  is  the  only  U.S.  firm  with  a  major  presence  in 

local  and  long  distance  businesses. 


Parker  Hannifin 
Corporation 

Parker  Hannifin  is  a  leading  woildwide 
manufactuier  of  motion-control  compo- 
nents and  systems  toi  industrial,  automo- 
tive and  aerospace  markets.  As  detailed  in 
its  1991  Annual  Report,  foi  the  year 
ended  June  30,  Park<  r's  --ales  from  contin- 
uing operations  were  Si. 44  billion,  with 
net  income  of  8^9.2  million,  and  a  back- 
log of  $1.08  billion. 


VEBA  AG 

High  Capital  Spending 
for  East  Germany 

VEBA's  activities  are  spread  among 
electricity,  chemicals,  oil  and  tradJ 
transportation/  services  markets.  In  1. 
the  Group  again  achieved  good  rest 
Net  income  after  minority  in  ten. 
reached  DM  1,209  million.  All  busii 
areas  contributed  to  an  11%  growtJ 
sales  up  to  DM  55  billion.  VEF 
ning  to  invest  DM  30  billion  worldv 
up  to  1995,  about  26%  of  which  wil, 
placed  in  the  Lander  of  East  Geimany.l 


(PH-NYSE) 
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Southern  National 
Corporation 

Southern  National  Corporation,  with  S3. 7 
billion  in  assets  and  150  offices,  is  among 
the  fastest-growing  multibank  holding 
companies  in  North  and  South  Carolina. 
A  strong  commercial  and  consumer  bank, 
Southern  National  tripled  in  size  dining 
the  1980s.  Rated  in  the  top  25%  of  U.S. 
banks,  Southern  National  has  provided 
shareholders  with  a  compounded  annual 
rate  of  return  t  14%  ince  1983  and  has 
increased  div   lends  for  19  straight  years 
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Wallace  Computer 
Services,  Inc. 

Wallace  Computer  Services.  Inc. 
leader  in  the  computer  supplies  and  . 
vices  industry.  Fiscal  I99l  sal< 

"lillion  with  net  income 
million,  or  S 1 .63  per  share.  Th, 
pany's  products  include  business  tori 
commercial  printing   promotional 
ics    computer  hardware  and  softwj 
pressure  sensitive  and  prime  lahi 
machine  ribbons  and  other  office  pr 
nets  Wallace  stock  is  traded  on  th- 
under the  symbol  \\  *.  s 


TechTana 
Capital  Ltd. 

TechTana  Capital   ltd    is  a  ukuIi.hu 
banking  company  participating  in  three 
high  growth  industries  through  equity 
positions  M-\d  revenue  sharing  agree 
ments  in  public  and  private  corporations 
The  company's  positions  are  in  Pharma- 
ceuticals, Telecommunications  .\m\  Sott 
ware    rhe  specific  investments  arc 
(    ANCUARU,  a  junioi   phaim.ueutu.il 
company  that  produces  PARR1NYI 
[deprcnyl]  foi  Parkinson  s  disease  .\n<.\ 
DOLORAL  [capsaison]  tot  pain    FRECOM  COMMUNICATIONS 
the  developei  of  the   t ..-■      |P(    Magazine  cditoi  s  cho 
and  othei  Fax  Modem  based  technology    inin  \  •'■    the       -jy 
developei  of  Expert  Document  Generation  Softw  m  foi 

I  ,i  w  \  C  r  i 


The  Fastest  Way  to  Request  the 
Annual  Reports  Advertised  in  this 
Section  is  to  Call . . . 


1-800-848-1991 


o  business  is  so  well  developed  it  cannot  benefit  from 
novation.  Anyone  who  doubts  this  should  look  at  what 
hrowaway  bingo  cards  have  done  for  Leonard  Stuart. 


uigo 


» 


iy  James  Cook 

iROVVTH  businesses  are  where  you 
nd  them  and  what  you  do  with 
hem.  Take  Littleton,  Colo.'s  Stuart 
htertainment  Inc.  and  its  boss,  49- 
ear-old  Leonard  A.  Stuart.  Under 
die  brand  name  Bingo  King,  Stuart 
ranks   as   the    U.S.'    leading    bingo 
equipment  supplier.  Its  bingo  cards, 
flashboards  and  blowers  (which  call- 
ers use  to  randomly  select  numbers) 
account  for  over  50%  of  the  U.S. 
market  for  bingo  paraphernalia. 


Over  the  past  three  years,  Stuart 
Entertainment's  earnings  have  more 
than  doubled,  to  $1.5  million  (46 
cents  a  share)  on  revenues  of  $37 
million.  Net  income  seems  likely  to 
post  another  20%  gain  this  year.  The 
increase  has  helped  send  Stuart  Enter- 
tainment's stock  up  from  2  to  7  this 
year;  it  has  since  pulled  back  to  a 
recent  5. 

Yet  a  few  short  years  ago  the  com- 
pany looked  like  a  loser.  Spun  off  by 


New  Hampshire's  Standex  Interna- 
tional conglomerate  in  1981,  Bingo 
King  quickly  ran  into  trouble,  main- 
ly because  of  some  bad  acquisitions, 
and  management  was  hard-pressed  to 
keep  up  with  technological  changes. 

At  the  time,  Len  Stuart  was  Cana- 
da's leading  bingo  equipment  suppli- 
er and  a  vendor  of  disposable  bingo 
cards  to  Bingo  King  in  the  U.S.  When 
Bingo  King  had  trouble  paying  its 
bills,  Stuart  came  in,  in  1984,  to  put  it 
back  on  its  feet.  In  1988  he  merged 
his  U.S.  operations  with  Bingo  King 
and  wound  up  with  53%  of  the 
merged  company's  stock.  (The  com- 
pany was  officially  renamed  Stuart 
Entertainment  this  past  spring.) 

The  U.S.  bingo  supply  market  isn't 
a  large  one — less  than  $100  million  at 
the  moment — especially  beside  the 
$7  billion  or  so  the  U.S.'  50  million 
bingo  players  spend  every  year.  But 
Stuart  figured  its  possibilities  were 
(and  are)  considerable,  especially  if  he 


Stuart  Entertainment's  Leonard  Stuart  and  a  pair  of  bingo  flashboards 

With  throwaway  cards,  players  could  play  more  games,  and  play  them  faster. 
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Stuart  Entertainment 


Playing  bingo  at  Delta  Bingo  in  St.  Catharines,  Ontario 

"If  we  can  do  $35  million  in  Canada  with  27  million  people,"  says  Stuart,  "what  couldn't  we  do  in  the  U.S.?" 


could  popularize  some  innovative 
products  that  had  been  successful  in 
Canada. 

One  does  not  ordinarily  think  of 
innovation  and  bingo  in  the  same 
thought,  but,  in  fact,  the  business  has 
been  changing.  Spurred  by  Stuart, 
among  others,  Canadian  bingo  parlor 
operators  years  ago  abandoned  the 
traditional  reusable  playing  boards, 
which  require  players  to  use  beans, 
dried  corn  or  plastic  markers,  in  favor 
of  disposable  paper  playing  cards. 
Since  getting  control  of  Bingo  King, 
Stuart  has  been  prodding  U.S.  bingo 
operators  to  do  likewise.  "More  than 
50%  of  Americans  still  play  the  reus- 
able bean  card,"  Stuart  says,  versus 
10%  in  Canada.  "The  job  is  to  win 
them  over  to  the  throw  aw  ay." 

Win  switch?  Because,  combined  in 
a  number  of  variously  priced  pack 
ages,  throwaway  cards  encourage  bin 
go  players  to  spend  more  than  they 
otherwise  would.  That's  because 
players  using  reusable  cards  mk\  bean 
markers  can  play  only  a  limited  num- 


ber of  games  simultaneously — usually 
six  for  even  the  most  dexterous  play- 
ers. But  Stuart's  new  value-pack  paper 
throwaway  cards  come  in  the  form  of 
booklets.  Players  simply  use  a  marker 
to  check  off  a  square — no  more  slip- 
pen-  and  time-consuming  beans. 
With  the  throwaway  card  books,  sea- 
soned players  can  easily  run  1 2  games 
simultaneously,  play  more  games  and 
play  them  faster,  and  they  are  willing 
to  pay  more  for  that.  Stuart  explains  it 
this  way: 

"Let's  take  1,000  people  playing 
bingo.  Ten  or  15  years  ago,  they 
might  have  spent  S6  apiece  for  the 
night.  The  operator  would  give  out 
$5,000  in  prizes  mu\  make '$1,000, 
maybe  S600  after  expenses.  Today  we 
sell  them  a  value  pack — 120  cards — 
and  the  average  person  is  spending 
$20.  Now  the  operators  can  give  over 
$10,000  in  prizes,  mk\  instead  o\ 
making  $1 ,000,  they  make  $5,000  or 
$10, 000." 

The  bulk  of  the  U.S.'  bingo  halls 
are  run  by  nonprofit  fundraismg orga 


nizations  like  churches,  synagogues 
and  lodges,  and  that  means  they're 
run  largely  by  amateurs.  To  reach 
them,  Stuart  introduced  a  series  of 
educational  seminars  for  bingo  dis- 
tributors and  operators,  converting 
11  Bingo  King-owned  retail  outlets 
into  independent  distributors  ot  his 
products.  "We  showed  them  what 
they  could  do,'1  says  Stuart,  "and  the\ 
went  for  it." 

Stuart  Entertainment's  sales  are 
likely  to  hit  $41  million  this  year.  But 
projecting  from  his  privately  held  Ca 
nadian  bingo  supply  operations 
(which  are  separate  from  Stuart  En- 
tertainment), Stuart  thinks  he's  only 
begun  to  scratch  the  surface  of  the 
American  market.  "If  we  can  do  near 
i\  $35  million  in  Canada  with  onl\  2~ 
million  people,  what  couldn't  we  do 
in  the  U.S.?"  he  asks.  "We  feel  WcVc 
realized  about  25%  of  our  potential  in 
America."  Next  time  you  think  your 
business  is  too  mature  to  benefit  from 
innovation,  think  of'  I  en  Stuart  M\d 
the  bin co  card.  WM 
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Canons 
Position  On 


For  two  years  running,  one  company 
has  sold  more  plain  paper  faxes  than 
any  other.  That  company  is  Canon,  the 
undisputed  leader  in  plain  paper  facsimile. 

Canon  has  a  complete  line  of 
advanced  facsimiles  to  choose  from.  Our 
FAX-L3300  is  a  super-fast  desktop  digi- 
tal fax  that  can  transmit  a  page  in  only 
three  seconds.  Our  full-featured  Laser 
Class    700  Series  features  our  exclusive 
UHQ"  and  Hyper-Smoothing  technolo- 
gies which  allow  you  to  send  and 
receive  better  looking  faxes  than  ever 
before!  And  our  economical  FAX-A501 
makes  the  advantages  of  plain  paper 
more  affordable  for  everyone. 


We  also  make  choosing 
a  plain  paper  fax  easy.  If  you 
call  l-800rOK-CANON,  well 
mail  you  a  Decision  Makers 
Kit  designed  to  help  you 
find  the  perfect  Canon  fax 
for  your  needs. 

Or,  if  you  want  product  informa- 
tion faster,  well  fax  it  to  you. 

We  will  also  direct  you  to  your 
nearest  Canon  dealer,  who  is  uniquely 
qualified  to  help  you  during  their 
special  fall  promotion. 

When  youre  dealing  with  #1,  the 
decision  is  always  easy.  And  in  plain 
paper  fax,  it's  Canon. 


FAX-L3300 


°  FAX-L760  FAX-A501 

FAX-L770 

Enjoy  easy  extended  payments  with  the  Canon  Credit  Card.  Ask  lor  details  at  participating  Canon  dealers  and  retailers.  Available  only  in  U.S. 


1991  Canon  U.S.A.,  Inc. 


Big,  cumbersome  and  unresponsive, 

the  public  school  monopoly  is  strangling  education 

in  America  and  thwarting  the  efforts  of 

the  majority  of  sincere  teachers  and  administrators. 

Trustbusters 


By  William  Tucker 

Eighteen  years  ago  and  without  a 
clear  sense  of  where  it  might  lead,  a 
30-year-old  school  administrator 
named  Anthony  Alvarado  launched 
an  assault  on  the  most  egregious  near- 
monopoly  in  America:  the  public  edu- 
cation trust. 

Alvarado  had  nothing  drastic  in 
mind.  He  was  simply  dealing  with  a 
specific  problem.  In  1973  Alvarado 
became  superintendent  of  East  Har- 
lem's District  4  in  the  New  York  City 
Public  Schools.  Among  the  city's  32 
community  school  districts,  District  4 
had  the  lowest  reading  scores  and 
only  7%  of  the  freshmen  who  entered 
District  4's  Benjamin  Franklin  High 
School  ever  graduated. 

With  little  to  lose,  Alvarado  began 
experimenting.  He  let  individual 
teachers  create  whole  new  curricu- 
lums  centered  upon  the  performing 
arts,  bilingual  education  or  environ- 
mental studies.  With  their  parents' 
permission,  students  could  choose 
among  teachers  and  their  curriculums 
the  way  consumers  of  cars,  movies, 
soap  and  practically  everything  else  in 
a  free  economy  can  choose  among 
competing  suppliers. 

Soon  the  district  had  a  dozen  little 
competing  "schools  within  schools," 
all  operating  outside  the  system's  tra- 
ditional framework. 

What  was  revolutionary  about  Al- 
varado's  experiment  was  this:  It  intro 
duced  into  education  the  market 
principle  that  schools  could  fail  if  they 
didn't  attract  consumers.  If  kids 
didn't  sign  up  for  a  particular  pro 
gram,  the  program  closed  down 

"At  first ,  we  didn't  have  a  clear  idea 
what  kids  would  want,"  Alvarado  re 
calls.  One  teacher  tried  to  set  up  a 
curriculum  around  sports.  "But  the 
sports  academy  was  one  of  the  lew 
that  eventually  folded."  Much  more 


popular  were  the  Isaac  Newton 
School  for  Math  and  Science,  the 
Harbor  Performing  Arts  School  and 
the  Central  Park  East  schools,  a  set  of 
progressive  academies. 

The  experiment  was  a  resounding 
success.  By  1984  District  4's  reading 
scores  had  risen  to  the  citywide  medi- 
an, and  almost  half  the  pupils  were 
reading  above  grade  average.  District 
4  now  regularly  sends  students  to 
New  York's  elite  high  schools,  and  on 
to  colleges  and  universities. 

That  was  almost  two  decades  ago, 
and  Alvarado's  revolution  has  not 
captured  the  American  educational 
system.  But  it  has  established  a  foot- 
hold and  is  steadily  gaining  ground. 
Wisconsin  state  legislator  Polly  Wil- 
liams, who  spearheaded  a  program  for 
school  choice  in  Milwaukee  with  the 
support  of  Governor  Tommy 
Thompson,  vows:  "Even,'  education 
reform  we've  ever  had  has  just  put 
more  money  in  the  school  administra- 
tors' pockets.  This  time  it's  the  chil- 
dren themselves  who  are  going  to 
benefit." 

Williams,  Alvarado  and  the  other 
trustbusters  base  their  case  on  a 
straightforward  concept:  If  parents 
can  choose  which  public  schools  their 
children  will  attend,  then  those 
schools  that  offer  the  best  educational 
product  will  be  rewarded  with  the 
highest  enrollments  .\nd  the  most  6 
nancial  resources. 

Not  surprisingly,  a  lot  of-  but  by 
no  means  all  professional  educators 
hate  the  idea.  It  is  designed  to  force 
them  to  respond  to  the  needs  of  their 
customers  rather  than  the  other  wa\ 
around,  as  prevails  at  present,  "For 
nearly  a  decade,  wc\c  known  cxactlv 
w  hat  makes  a  good  school,"  says  fohn 
Chubb,  senior  fellow  at  the  Brook 
ings  Institution  ,\nd  coauthoi     with 


Stanford's  Tern  Moe)  of  Politics, 
Markets  &  America's  Schools.  "If  a 
school  has  a  good  principal  who  has 
the  power  to  run  his  own  ship;  and  if  a 
school  has  a  teaching  staff  that  func- 
tions as  a  team;  and  if  a  school  has  a 
strong  sense  of  mission  and  the  abilitv 
to  chart  its  own  course — then  chil- 
dren will  learn  there  .  .  .  [but]  the 
current  bureaucratic  system  does  ev- 
erything it  can  to  take  that  autonomy 
away  from  individual  schools." 

In  an  era  when  decentralization  is 
in  vogue  even  in  big  business,  public 
education  in  the  U.S.  remains  in- 
tensely centralized.  Selection  of  text- 
books, employee  hiring  and  firing, 
curriculum  design,  routine  repairs — 
all  these  tasks  and  more  are  handled 
by  nonteaching  bureaucrats  at   the 


ISO 
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rcntralized  school  district  level.  So 
himbersomc  has  the  bureaucracy  be- 
ome  that  only  about  30  cents  of 
■\ery  dollar  spent  on  kindergarten 
through  12th-grade  public  schooling 
|  n  New  York  and  Milwaukee  actually 
rnakcs  it  into  the  classroom,  to  pay  for 
}cachers,  textbooks,  computers. 

Those  who  argue  that  we  need  to 
jpend  more  money  on  education  ig- 
iore  the  statistics.  The  number  of 
classroom  teachers  has  grown  more 
than  75%  over  the  last  30  years  even 
though  enrollments  have  grown  only 

|ll%.  What's  more,  the  number  of 
ditral  administrators  has  increased 

jmore  than  140%,  and  general  support 

|staffhas  gone  up  almost  250%. 

New  York  City  spends,  on  average, 

|S7,000  a  year  to  educate  each  of  its  1  - 


million-odd  public  school  students. 
The  city  employs  almost  two  non- 
teachers  for  every  teacher.  New 
York's  staff-to-teacher  ratio  is  high, 
but  not  totally  out  of  line.  In  Chicago, 
Los  Angeles  and  Boston,  the  staff-to- 
teacher  ratio  is  about  1  -to- 1 . 

Compare  this  bureaucratization  of 
the  public  educational  product  with 
the  country's  Catholic  schools.  "We 
educate  149,000  children  with  only 
39  professional  administrators  and 
staff,"  says  Elaine  Schuster,  superin- 
tendent of  schools  of  the  Archdiocese 
of  Chicago.  The  Chicago  public 
schools,  on  the  other  hand,  require 
1 ,600  central  administrative  staff  to 
educate  410,000  students. 

A  key  to  the  success  of  the  parochial 
schools  is  the  very  thing  denied  to  the 


public  schools:  autonomy.  "We're 
not  trying  to  tell  every  one  of  our 
schools  how  to  teach  its  own  chil- 
dren," explains  Schuster.  "Almost  all 
our  funds  are  raised  from  local  tu- 
itions and  contributions  from  parish- 
ioners. We  just  coordinate  a  few  basic 
services,  such  as  insurance  and  legal 
representation.  Within  basic  limits, 
schools  are  free  to  run  themselves." 

With  few  bureaucratic  mouths  to 
feed,  Chicago's  Catholic  schools  are 
able  to  offer  a  good  education  at  a  cost 
of  $  1 ,500  per  elementary  student  and 
$3,200  for  secondary  students;  the 
Chicago  public  schools  spend  $5,500 
per  pupil  to  provide  an  education  that 
is  hardly  better  and  probably  worse. 
In  the  public  schools  46%  of  entering 
freshmen  fail  to  graduate,  while  in  the 


,  ^ 


W'J 


Anthony  Alvarado, 
now  superintendent 
of  New  York  City's 
District  2,  who  began 
implementing  pub- 
lic school  choice  al- 
most 20  years  ago 
"What  we  had 
was  an  entrepre- 
neurial attitude. 
It  was  almost 
like  running  a 
business." 
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parochial  schools  only  22%  drop 
out — even  though  parochial  schools 
have  the  power  to  expel  troublemak- 
ers while  the  public  schools  do  not. 

St.  Elizabeth's,  a  Catholic  school, 
serves  kindergarten  through  12th- 
grade  students  from  the  most  crime - 
ridden  housing  projects  on  Chicago's 
chaotic  South  Side.  Yet  the  classes  are 
orderly,  the  students  attentive  to  their 
lessons.  The  children  rise  in  unison 
when  an  adult  walks  into  the  room. 

Compare  this  productive  learning 
environment  with  the  madhouse  at 
the  public  elementary  school  almost 
directly  across  the  street.  There,  stu- 
dents lounge  slovenly  at  their  desks.  A 
second-grade  teacher  seems  barely  in 
control  of  her  classroom.  Ear-split- 
ting music  booms  intermittently  from 
the  school  auditorium.  A  child  would 
have  to  be  very  powerfully  motivated 
to  learn  anything  here. 

"I  came  to  the  Catholic  schools 
because  here  you  can  teach,"  says 
Paula  Calvert,  an  assistant  principal 
who  took  a  30%  pay  cut  when  she 
moved  to  the  Catholic  school  system 
from  Chicago's  public  schools.  "In 
the  public  schools,  all  I  ever  did  was 
discipline.  If  you're  a  teacher,  that's 
not  what  it's  all  about." 

If  the  solution  to  the  ills  of  public 
education  lies  in  making  the  schools 
more  responsive  to  the  needs  and 
wants  of  their  customers,  why  isn't 
more  autonomy  being  achieved?  Be- 
cause the  powerful  unions  and  bu- 
reaucracies that  dominate  public  edu- 
cation won't  let  it  happen.  Despite 
the  successes  of  New  York  City's  Dis- 
trict 4,  for  example,  not  a  single  one  of 
New   York's    31    other   community 


John  Chubb  of  the  Brookings  Institution 
"Autonomy  is  the  key  to  success." 


school  districts  has  ever  duplicated 
it — except  District  2,  where  Anthony 
Alvarado  is  now  superintendent. 

Other  school  districts  around  the 
country  are  similarly  unresponsive.  In 
Corona,  Calif.,  for  example^  two 
schools  have  instituted  a  back-to-ba- 
sics program:  The  kids  have  a  restric- 
tive dress  code,  and  their  parents  sign 
an  agreement  vouching  that  they  un- 
derstand their  children's  responsibil- 
ities for  homework  and  school  rules. 
The  schools  have  proved  so  popular 
that  parents  sleep  out  in  the  school- 
yard for  two  nights  just  to  get  their 
kids  enrolled.  But  did  the  district 
expand  the  program?  No.  "They  [the 
bureaucrats]  just  dismissed  it  as  a 
bunch  of  mavericks,  and  say  they're 
breaking  the  rules,"  says  Whittaker 
Corp.   Chairman   Joseph  Alibrandi, 


who  is  spearheading  a  ballot  initiative 
for  school  choice  in  California. 

Keith  Geiger,  president  of  the  2.1- 
million-member,  S140  million  (an- 
nual budget)  National  Education  As- 
sociation, warns  that  choice  will 
spawn  taxpayer- financed  elitist  and 
small,  sectarian  schools.  "We're  go- 
ing to  balkanize  the  entire  country, " 
he  glowers. 

Albert  Shanker,  director  of  the 
780,000-member,  S55  million  (an- 
nual budget)  American  Federation  of 
Teachers/AFL-Cio,  says  parents  and 
students  won't  make  the  right 
choices:  "People  don't  choose  on  the 
basis  of  educational  excellence,"  says 
Shanker.  "They'll  choose  a  school 
because  it  has  a  good  ball  team  or 
because  'my  girlfriend  goes  there.'  ' 

Both  Geiger's  and  Shanker's  re- 
marks are  profoundly  paternalistic, 
condescending  and  self-serving,  and  a 
growing  number  of  Americans  are 
beginning  to  see  it  that  way.  Says 
Wisconsin  state  legislator  Polly  Wil- 
liams, who  sponsored  parental  choice 
programs  in  Milwaukee:  "The  whole 
argument  against  choice  is  that  par- 
ents aren't  capable  of  choosing  their 
own  children's  best  education.  That's 
ridiculous.  Parents  are  the  best  people 
to  choose." 

People  like  Williams  can  point  to 
Cambridge,  Mass.  In  1979  the  school 
committee  there  decided  to  respond 
to  an  anticipated  desegregation  court 
order  by  allowing  the  city's  "00 
children  to  attend  any  public  school 
they  desired.  "At  first  everyone  told 
us  that  parents  would  choose  schools 
that  would  separate  the  kids  by  race 
and  socioeconomic  standing.*1  sa\» 


A  class  issue 


Since  the  affluent  and 

even  the  not  so  affluent 
middle  class  has  aeccss  to 
private  schools,  it  is  the 
poorest  part  of  the  popu- 
lation that  is  most  victim- 
ized by  the  educational 
monopoly.  So  it  is  not  sur 
prising  that  the  Gallup 
Poll's  1991  survey  of  public 
attitudes  toward  educa 


tion,  published  in  Septem- 
ber, found  some  of  its 
strongest  support  for 
school  choice  among 
blacks  and  inner-city  resi 
dents.  According  to  the 
poll,  nearly  70%  of  blacks 
favor  public  school 
choice;  57%  favor  a  voucher 
system  that  would  allow 
them  to  send  their  children 
to  any  public,  parochial 
or  private  school.  By  com- 
parison, only  62%  of  the 
general  public  favor  public 


school  choice  and  50%  fa 
vor vouchers.  In  Oregon's 
1990  initiative  for  choice, 
defeated  bv  voters  2-tO-l, 
more  support  was  found 
among  people  with  in 
conies  of  less  than 
$25,000  than  among  peo 
pie  making  more  than 
$45,000. 

Win  do  poor  people 
favor  educational  choice 
more  than  the  affluent 
do-  Explains  the  Brookings 
institution's  John 


Chubb:  "Suburban  high 
schools  are  probably 
working  about  as  well  as 
any  public  school  system 
can.  It's  only  in  the  cities 
that  the  monopolistic 
[public  education!  system 
has  broken  down  almost 
completer) 

1  low  main  Congress 
people  or  senior  National 
Education  Association 
officials  send  their  kid^ 
m\  inner-city  public 
school-  Ven  fov    W  1  ■ 
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To  the  birds,  it  matters  very  little  that  these  boxes 
of  recycled  paper  reflect  a  child's  creativity  and  involvement. 

But  to  the  environmental  education  program  that 
distributes  these  take-home  nests,  and  Phillips  Petroleum, 
who  sponsors  them,  it  matters  a  great  deal. 


Because  as  life  unfolds  inside  these  cardboard  walls, 
so  too  does  an  enduring  understanding  and  respect  for  the 
wonder  of  it  all.  Helping  students  realize  a  greater  awareness 
and  responsibility  for  the  environment. 

And  confirming  our  belief  that  when  you  teach  a 
child  about  nature,  he  learns  facts  about  nature. 

But  bond  a  child  with  nature,  and  he  learns  to  care. 

PHILLIPS  PETROLEUM  COMPANY 


For  more  information  about  the  Bird  Box  Program  and  what  we  are  doing  to  protect  our  environment,  write:  Bird  Box,  Phillips  Petroleum  Company, 
16C4  Phillips  Building,  Bartlesville,  Oklahoma  74004. 
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I  would  love  to 
be  he*d  even 
accountable  for 
what  I  do.  I 


love  it.' 


Lou  McGrath,  Cambri 
perintendent  of  schools.   "Bu: 
found  that  wasn't  true.  Parents  will 
dieir  k:  at  they  think  they 

can  get  the  be-  any- 

.at  breaks  down  racial  and 
socioeconomic  barrier- 
ridge  student- — 
bucking  the  national  trend — i 

lege    board    scores   b;     71 
points   over   the  even 

though  minority  enrollment  has  in- 
creased from  38%  to  50%. 

While  it  is  clear  that  riu  onal 

establishment  will  not  give  up  with- 

hght.  there  can  be  no 
doubt  that  its  monopoly  is     J 
eroding.    In    V.  _    », 

Da\id   T.    Kearns,   tbrmcr 
head  of  Xerox  Corp.  and 
now  U  S.  deputv  secrci 
of  educatio  c  i  to 

make    choice    the    center- 
piece of  the  Bush  Adrninis 
nation    reform.    "Toe: 
educations 
tailed      monop 

:n  his  book    H 
ntna  the  Brain  Ra: 

d   from  market  for 
the  public  schools  have  lost 
the  habit  ot"  rcspondin  _ 
the  needs  of  their  clicr.- 
rv     several 


have  taken  concrete  steps  toward  gjv- 
_  consumers  mo:  education. 

■  Wisconsin  is  allowing  1,000  low- 
income  Milwaukee  children  to  attend 
private  schools  witr  -  -I  -OOscholar- 

■  Minnesota  is  already  in  the  fourth 
vear  of  a  statewide,  open-enrollment 
program  that  allows  the  pupils  to 
transfer  to  schools  outside  their  home 
district.  In  June  the  state  permitted 
public  school  students  with  severe 
problems  to  transfer  to  pn 
schools,  at  state  expense. 

■  Pennsylvania  is  deliberating  a  pro- 


The  svstem  is  designed  to  vieJd  the  results  we  r*  getting. 


posal.  sponsored  by  Democratic 
House  Speaker  Robert  O'Donnell. 
that  would  institutionalize  school 
choice  and  ofler  a  S900  scholarship  to 
any  student  wtio  chooses  to  attend 
public  or  private  school.  This  would 
not  be  additional  funding:  The  $800 
-  2 .400  in  state  aid  attached  to  that 
student  w  ould  be  withdrawn  from  the 
public  school  district  the  student  has 
abandoned. 
■  In  California,  legislators  and  the 

education  bureaucracy  ha 
far  blocked  school  choice.  But  Whit 
taker's    public-spirited    Joseph    Ali- 

branch  is  leading  a  ballot 

initiative    that    would    re- 
quire   the    state    to    2 
scholarships  to  students  at- 
tending any  public  or  pri- 
vate school  that  deer* 
participate. 

Although  the  tide  has 
turned  against  the  monop- 
olis:  ire  bv  no  means 

defeated  The  educational 
establishment  continue 
tdl  the  American  people 
that  there  is  nothing  wrong 
with  the  present  system 
that  more  money  won't 
cure.  But  incrcasmgh .  their 
arguments  are   I'lffing  on 
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holographed  on  Mt  Desert  Island.  Maine 


START  PLANNING  FOR  RETIREMENT. 
RESERVE  YOUR  SEATS  NOW. 

If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it9  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  to  keep  pace  with  the  rapidly  rising  cost  of 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still. 

It's  time  to  contact  The  New  England.  With 
more  than  150  years  of  experience  and  more  than 
S55  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 
options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  make  sure  it  changes  as  your  needs  change. 

So,  if  you  want  the  best  seats  available 
for  your  retirement,  act  now 

Reservations  will  be  gladly  accepted. 
Call  1-800-662-2448,  Ext.  915  for  more 
information,  including  our  free  orochure. 
The  New  England.  \bur  Financial  Partner, 
\bur  Financial  Future. 


Q1S  The  New  England 

^^^^      Insurance  and  Investment 

The  name  "The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  I  ifc  Insurance  Company.  Boston,  Massachusetts 
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It's  been  a  bum  year  for  bourbon,  but  not  for 
Maker's  Mark  bourbon.  The  little  distillery  is 
shipping  more  cases  to  more  places  than  ever  before. 
Here's  how  Bill  Samuels  does  it. 

Whiskey  in 
his  veins 


By  Gretchen  Morgenson 

T.  William  Samuels  Jr.,  51,  is  only 
the  second  member  of  his  family  to 
run  38-year-old  Maker's  Mark  Distill- 
ery, but  as  a  Samuels  he  has,  as  it  were, 
whiskey  in  his  veins.  Distilling  high- 
powered  potables  has  been  a  family 
tradition  since  1760,  when  Samuels' 
Scots-Irish  forebears  were  making 
whiskey  in  the  colonies,  first  in  Penn- 
sylvania, then  in  Kentucky. 

Americans  aren't  drinking  as  much 
whiskey  as  they  used  to.  In  1970,  36 
million  cases  of  bourbon  were  sold. 
Last  year  just  16  million  cases  were 
shipped,  and  1991's  shipments  are 
expected  to  be  down  another  7%. 
Even  sales  of  industry  leaders  Jack 
Daniels  and  Jim  Beam  have  been  flat 
for  the  past  two  years. 

Against  this  dreary  backdrop,  case 
sales  of  Louisville-based  Maker's 
Mark  are  up  7%  this  year.  That's  the 
biggest  percentage  increase  of  any  of 
the  top  25  bourbon  manufacturers. 

It  helps,  of  course,  that  Maker's 


Mark  is  small — a  7%  increase  on  Mak- 
er's base  of  180,000  cases  shipped  is 
far  easier  to  achieve  than  a  7%  gain  on 
Jack  Daniels'  roughly  3  million  cases. 
But,  more  significandy,  Maker's  is  a 
whiskey  superbly  positioned  to  profit 
from  the  consumer  shift  away  from 
mass  market  items  to  premium -price 
exotic  or  specialty  goods.  "In  bour- 
bon, people  aren't  drinking  more,  but 
they're  drinking  better,"  explains 
Nicolas  Furlotte,  editorial  director  of 
Jobson's  Liquor  Handbook,  an  industry 
publication. 

In  the  New  York  market,  Maker's 
retails  for  $15.50  a  fifth,  versus 
$13.65  for  Jack  Daniels.  How  does 
Samuels  convince  consumers  to  pay 
a  premium  price  for  his  bourbon? 
In  part  by  using  his  advertising 
budget  wisely:  Maker's  Mark,  with 
estimated  revenues  of  around  $15 
million,  spent  about  $300,000  on 
magazine  and  billboard  advertising 
last  year.  But  it  is  the  content  of  the 


An  irreverent  Maker's  Mark  billboard,  honoring  Groucho's  100th  birthday 
"This  is  not  the  holy  grail.  This  is  a  bottle  of  whiskey." 


ads  that  sets  them  apart. 

Samuels'  father,  the  founder  oi 
Maker's  Mark,  insisted  on  a  market- 
ing strategy  so  subtle  that  it  was  pne 
tically  nonexistent.  "He  was  a  taic 
southern  gentleman  whose  first  rule 
was  don't  be  offensive,"  recalls  son 
Samuels.  "No  shouting,  no  scream- 
ing, no  bad  taste.  All  we  could  ever 
say  was,  'It  tastes  expensive  and 

The  elder  Samuels  figured  that  if  he 
made  a  good  product,  its  reputation 
w  ould  spread  by  word  of  mouth,  rath 
er  as  Coors  beer's  reputation  spread 
from  its  Roek\  Mountain  base  in  the 
l^AOs.  Samuels'  local  bluegrass coun- 
trymen quickly  embraced  his  brand. 
Hut  the  love  affair  rarely  extended 
beyond  state  lines.  From  the  year  the 
first    bottle   was   sold  -1959 — until 
1980,  some  80*  ot  Maker's  Mark 
production  was  bought  within  a  75 
mile  radius  of!  ouisville.  "Dad'shi 
was  that  we'd  be  discovered  outside  of 
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Kentucky,"  says  Samuels.  "But  good 
taste  isn't  generally  found  first  in 
Kentucky." 

But  the  Samuels  clan  held  to  the  old 
man's  strategy.  That  they  were  able  to 
do  so,  in  part  results  from  the  fact  that 
in  1981  they  sold  the  brand  to  Hiram 
Walker  &  Sons  of  Canada,  now  a 
subsidiary  of  Britain's  deep-pocketed 
Allied-Lyons  Pic.  Both  companies 
were  willing  and  able  to  let  Maker's 
Mark  demand  grow  slowly. 

Their  patience  eventually  paid  off. 
Word  of  the  company's  supersmooth 
bourbon — smoother  because  it's 
made  with  wheat  instead  of  rye — 
began  to  spread,  starting  with  Ken- 
tucky's cosmopolitan  horsey  set  and 
expanding  to  include  local  college 
students. 

In  the  mid-1980s  Maker's  Mark 
began  turning  up  in  Japan,  lugged 
home  by  Toyota  executives  who  had 
been  introduced  to  Maker's  Mark 


LEFT: 

Maker's  Mark's 
T.William 
Samuels  Jr. 
in  his  distillery's 
100-yeaf^old 
Quart  House 
A  rocket 
scientist 
who  can  also 
write  ads. 


while  visiting  their  newly  built  factory 
near  Lexington,  Ky.  In  Tokyo  a  bottle 
of  Maker's  Mark  now  fetches  $60, 
while  a  bottle  of  prestigious  Chivas 
Regal  scotch  brings  around  $50. 

By  1985  Maker's  Mark  had  a  grow- 
ing group  of  converts,  fwcw  was  still 
largely  unavailable  outside  of  Ken- 
tucky, Tennessee  and  Indiana.  The 
hoped-for  happened:  Letters  began 
trickling  into  the  company  from  out- 
of-state  fans  concerned  to  know 
where  they  could  buy  their  new  favor- 
ite elixir. 

Samuels  shrewdly  used  these  fan 
letters  in  his  advertisements.  For  ex- 
ample, during  a  summer  drought  sev- 
eral years  ago,  Samuels  ran  an  ad 
showing  a  pump  spigot  accompanied 
by  this  question  from  a  letter  writer 
identified  as  D.G.  of  Kentucky:  "I 
know  this  drought  will  cause  a  water 
shortage.  Will  it  cause  a  Maker's  Mark 
shortage,  as  well?"  The  ad  went  on  to 


explain  that,  indeed,  a  shortage  could 
happen,  given  that  all  the  water  used 
in  Maker's  Mark  comes  from  one  little 
spring- fed  lake  near  its  tiny  distillery 
in  Loretto,  Ky.  Unlike  other  distill- 
eries, where  supplemental  water  is 
used,  Maker's  uses  just  one  source. 
"When  our  limestone  springs  dry  up, 
we  shut  down  the  distillery,"  wrote 
Samuels  in  the  ad.  Implicit  message: 
Stock  up. 

In  another  ad,  Samuels  quotes 
from  a  letter  sent  by  G.B.  of  Canada: 
"Trying  to  impress  a  prospective  fa- 
ther-in-law who  had  considerable 
doubt  as  to  the  quality  of  this  possible 
son-in-law  ...  I  bought  a  bottle  of 
your  Maker's  Mark.  After  trying  your 
whiskey,  he  had  no  doubts  as  to  its 
quality.  Unfortunately  he  didn't 
change  his  opinion  about  me.  Worse 
still,  he  kept  the  bottle."  Irreverent, 
but  effective. 

Irreverence,  a  Samuels  touch,  start- 
ed some  tiffs  with  the  product  manag- 
ers at  Hiram  Walker.  "They  thought 
our  ads  were  disrespectful  to  the  whis- 
key," recalls  Samuels,  without  apolo- 
gy. "But  we  like  to  poke  fun  at  the 
'seriosity'  of  the  business.  This  is  not 
the  holy  grail.  This  is  a  bottle  of 
whiskey." 

Maker's  Mark  ads,  which  run  in  the 
New  Yorker,  Texas  Monthly  and  L.A. 
Style,  are  conceived,  written  and 
signed  by  Samuels.  Louisville  agency 
Doe -Anderson  touches  up  his  gram- 
mar and  spelling  (Samuels  is  dyslexic) 
and  handles  the  graphics. 
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The  righl  to  protest.  The  righl  to  privacy.  To  pray.  If  you  're  like  .»  lol  oi  rYmericans,  \  ou  li.i\  e  rights 

you  don'l  even  know  about.  Hut  even  while  we  take  them  for  granted,  people  in  manj  other  countries  tlimk 

rights  like  ours  are  to  die  For.  Literally.  Know  your  rights.  It's  tin- Inst  step  towards  protecting  them 

The  Bill  Of  Rights>\ 

Sponsored  oy  Tie  Constitutional  Ri,ibt.<  Foundation.  For  »/<>/<•  information  <•.;//  -  <'• 


Will  there  be  a  Maker's  Mark  shortage? 
Samuels  sees  his  ads  as  letters  to  pals. 


"Our  ads  are  a  dialog  between  peo- 
ple with  a  common  interest;  we're 
talking  to  friends,"  says  Samuels. 
"We  know  they're  friends  'cause  they 
keep  talking  to  us."  He  says  he  gets  on 
average  ten  letters  a  week  from  con- 
sumers in  Oregon,  North  Dakota, 
even  as  far  away  as  Australia. 

It's  hard  to  imagine  a  less  likely 
.marketing  whiz  than  Bill  Samuels.  He 
took  a  degree  in  engineering  from 
Cleveland's  Case  Institute  of  Tech- 
nology, in  large  part  so  he  could  get 
out  of  taking  dreaded  English  classes. 
While  working  on  a  graduate  degree 
in  engineering  physics,  he  helped  de- 
sign the  thrust  ejection  nozzle  for  the 
Polaris  A-2  rocket.  He  may  qualify  as 
the  industry's  only  rocket  scientist. 

These  days  Samuels  has  the  envi- 
able chore  of  deciding  how  rapidly  to 
increase  production.  In  the  past  three 
years,  consumption  in  Chicago  has 
jumped  from  70  cases  a  month  to 
400;  in  New  York  City,  from  25  cases 
a  month  to  265.  California  has  gone 
from  800  cases  a  year  three  years  ago 
to  7,000  today. 

Samuels  says  he  plans  to  expand 
output  from  180,000  cases  a  year  to 
300,000.  But  gradually.  "At  about 
7%  a  year,  we'll  be  there  six  to  seven 
years  down  the  road,"  he  says.  "If  we 
did  it  any  faster,  we'd  find  ourselves  in 
the  engineering  business,  not  the 
whiskey  business."  Samuels  is  having 
too  much  fun  to  go  back  to  engineer- 
ing any  time  soon.  MB 

Forbes  ■  November  25,  1991 


Macon  Presents  The  Fastest  Way 
To  Get  Your  Business  Rolling. 

By  road,  rail,  air  and  ocean,  Macon  is  ready  to  move  your  company  in  the 
right  direction.  It's  Georgia's  distribution  crossroads,  giving  you  fast-lane  access 
to  the  South 's  36-million  population.  And  you'll  be  close  to  Atlanta  International 
^  Airport,  which  puts  80%  of  U.S.  consumers  within  two 

^LjL^l£fijL      ^  Macon  has  its  own  airports,  too,  and  piggyback 

*ffipjM  J**  fl^rail  service  to  the  deepwater  seaports  of  Savannah  and 

Plus,  with  its  skilled  work  force  and  strong  industrial  base,  Macon  is  a  great  place 
to  make  it,  as  well  as  move  it.  #*V#fcn#M  A 

To  find  out  all  the  bottom-line  reasons  to  locate  in  ClfcQ|\Cll/\ 

Georg.a,  please  write  us.  Or  call  404-656-9306.         TheStateof  Business  Today 

Macon.  Another  way  to  stnke  it  nch  in  Georgia.  ' 

Geor$ia  Department  of  Industry.  Trade  &  Tourism.  Dept  FBS.  PO  Box  1776.  Atlanta.  GA  30301. 
Photo  Courtesy.  Georgia  Department  of  Archives  and  History. 


LEAVING  YOUR  I0B? 
TAKE  THIS  IMPORTANT 
INFORMATION  WITH  YOU 


Free  T.  Howe  Price  guide  to  managing  your  retirement  money.  Decid- 
ing what  to  do  with  your  retirement  distribution  may  be  one  of  the  most 
important  financial  decisions  you'll  ever  make.  And,  to  avoid 


taxes  and  possible  penalties,  you 
have  only  60  days  to  reinvest  in 
an  IRA.  To  help  you  make  an  in- 
formed decision,  T.  Rowe  Price 
now  offers  a  free  guide  that  ex- 
plains your  choices  and  their  tax 
implications  in  straightforward 
language.  It  can  help  you  protect 
your  options  and  make  a  decision 
that  can  move  you  toward  a 
financially  secure  retirement. 


Call  24  hours  for  your 
free  information  guide 

1-800-541-8466 


n 


T.  Rowe  Price,  1 00  E.  Pratt  St. 
Baltimore,  MD  2 1202 
Send  me  a  free  copy  of  Deciding 
What  To  Do  With  Your  Company 
Retirement  Money,  and  pro- 
spectus with  more  information, 
including  management  fees  and 
other  charges  and  expenses.  I 
will  read  the  prospectus  carefully 
before  I  invest  or  send  money. 


Name 


Address 


IRAR013478 


City/State/Zip 


Invest  With  Confidence 

TRoweRice 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Greedy  as  they  are  for  tax  revenues, 
European  bureaucrats  are  keeping  hands  off 
the  duty-free  airport  shops. 

Scotch  at  $850 
a  bottle 


By  John  Marcom  Jr. 


The  Forte  duty-free  shop,  at  London's  Heathrow  airport 

Eliminate  selling  liquor  duty-free,  and  airport  fees  would  rise  13%. 


After  Dec.  31, 1992,  there  should  be 
virtually  no  passport  checks  within  the 
European  Community.  What,  then, 
of  the  duty-free  stores,  where  Euro- 
peans have  been  able  to  avoid  steep 
customs  duties  and  national  sales  tax 
es  on  cigarettes,  liquor  and  many 
luxury  gwxls  every  time  they  cross  a 
border  by  air  or  sea?  Thus,  a  Paris- 
bound  Brit,  once  past  airport  security, 
can  buy  a  1 -liter  bottle  of  Johnnie 
Walker  Black  label  scotch  for 
S27.50,  versus  the  S42  60  he'd  pay 
for  the  equivalent  at  a  local  British 
High  Street  liquor  store  or  the 
$31.40  he'd  pay  in  Paris.  |  In  heavily 

taxed  New  York,  the  same  bottle  costs 
$33;  in  I  os  Angeles.  $29 


Using  these  duty-free  shops,  Euro- 
pean consumers  save  more  than  S2 
billion  a  year.  Yet  the  local  tax  collec- 
tors are  keeping  their  hands  off.  The 
talk  around  Brussels  is  that  the  shops 
will  be  permitted  to  keep  their  duty- 
free privileges  for  up  to  three  vears 
after  1992,  and  the  British  favor  an 
even  longer  extension.  Why?  Duty- 
free stores  generate  scnous  com 
sion  revenues  tor  Europe's  airports, 
which  take  a  share  of  the  saved  excise 
duties.  Travelers  in  Europe,  mean 
while,  spend  about  $~.8  billion  in 
duty  tree  shops  everx  year.  British 
privatized  airport  operator  BAA  Pic. 
receives  about  $220  million  a  \, 
from  duty  free  concessions  at  its  eight 


airports — 70%  from  Heathrow .  Elim- 
inating those  concession  revenues, 
savs  baa,  would  force  airport  landing 
charges  to  rise  13%. 

There  is  also  evidence  that  the 
dun-free  shops  coax  consumers  into 
spending  money  they  might  not  oth- 
erwise spend.  "There's  romance, 
glamour,  mystery  and  an  air  of  the 
forbidden  [in  duty-free  sales],"  ar- 
gues Michael  Sennott,  an  internation- 
al advertising  executive  with 
McCann-Erickson  Worldwide  Inc.  It 
is  also  a  simple  fact  that  most  people 
will  buy  more  of  a  good  if  it  is  lightlv 
taxed  than  if  it  is  heaxily  taxed. 

So  popular  are  the  shops  in  taxed - 
to -the -eye  balls  Europe  that  Britain's 
airport  departure  lounges  resemble 
shopping  malls.  At  Heathrow's  Ter- 
minal 3  are  tax-free  stores  like  Har- 
rods,  Bally  shoe  shops  and  Mappin  & 
Webb  jewelry  stores.  Also  in  the  ter- 
minal are  a  Benetton  and  the  Body 
Shop,  which  charge  Britain's  17.5% 
value-added  tax.  They  cash  in  on  the 
aura  of  tax-free  shopping. 

The  politically  powerful  European 
airline  operators  like  duty  -free  sales, 
too.  British  Airways  reckons  to  retail 
on  board  its  planes  S50  million  a  year 
of  cigarettes,  liquor  and  various  luxu- 
ry goods — Hermes  scarves,  for  exam- 
ple, at  SI 70 — to  its  in-flight  passen- 
gers. Alitalia  even  sells  S365  pigskin 
jackets  in  flight. 

Suppliers   are   also   pressing   their 
Euro- representatives      to      prolong 
dun-free  shopping's  life.   Guinness 
Pic's  spirits  division.  United  Distill- 
ers Pic.  ( 1990  revenues,  approximate 
ly  S3. 8  billion),  estimates  that  it  gets 
of  sales  and  a  substantial  slice  of 
profits  from  dun-free  shoppers.  Par 
is-based  Yves  Saint  I^iurent  Parfums 
says  dun  free  sales  account  for  over 
25%  of  its  revenue   Cosmetics  outfits 
like  Estee  Lauder  International  and 
Elizabeth  Arden  love  the  extra  K 
ness  the  dun  free  shops  generate. 

The  latest  development  is  that  sup 
pliers  are  trving  to  market  ever  more 
exotic    .\nd  profitable    items  cxclu 
sixcly    in    dun  free    shops.     TK 
brands  are  aimed  especially  at  ]apa 
nese  travelers.  One  such  prvxiiK 
Guinness'  Oldest  Parr 
ke\,  which  retails  at  arouiv  xr 

1  liter  bottle    Throw  value  added  tax 
on  top  of  thai  mu\  even  the  Japar, 
might  balk.  ■ 
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Thel  Way  to  Rent  a  Car: 


s 


*w\m 


■A 


i 


y 


0. 


1 


- 


HCUK'M 

BAILEY  R 

mm  u 

:_ 

EROCRC 

C 

CARROLL  U 

1 

EUANS  R 

FIELD  K 

GOLD  S 

HOAG  C 

LW1DE  R 

More  than  just  fast,  Hertzl  Club  GokTis  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service*  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  \bu  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy. Your  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way. 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
Agent  or  Hertz  at  1-800-654-3131. 


!48 


Lincoln  or  similar  car 


a  day 

Optional  LDW&3 
a  day  or  less 


Hertz  rents  Fords  and  other  fine  cars. 

»  RE<;  U  S  PAT  OFF  C  HERTZ  SYSTEMS  INC  1991 


AMERICA'S  WHEELS 


uumruii.no/  uummumuHiiuno 


There's  no  way  to  fully  automate  programming, 
but  Progress  Software  can  make  it  a  lot  easier. 

Speaking 

the  language 


By  David  Churbuck 

In  terms  of  how  much  power  you  get 
for  a  buck,  computers  double  in  speed 
every  couple  of  years.  Not  so  comput- 
er programmers,  who  slog  along  pret- 
ty much  the  way  they  always  have,  a 
line  of  code  at  a  time.  "Software  is  still 
written  in  Stone  Age,  1960s  ways," 
says  Joseph  Alsop,  cofounder  and 
chief  executive  of  Progress  Software. 

The  Bedford,  Mass.  company  Al- 
sop started  ten  years  ago  aims  to  break 
open  the  software  logjam  with  a  tool 
that  makes  writing  programs  easier 
and  faster.  Alsop  cites  a  simple  exam- 
ple, a  hypothetical  program  to  list  and 
slightly  modify  a  database  of  customer 
names  on  a  user's  computer  screen. 
Written  in  C,  the  familiar  language  of 
desktop  programmers,  the  com- 
mands take  up  54  lines  of  code.  But 
written  in  the  shorthand  of  Alsop's 
Progress  language,  the  same  software 
takes  only  16  lines. 

Progress  is  what  they  call  a  fourth  - 
generation  computer  language.  The 
first  generation  was  composed  of  ma- 
chine codes,  strings  of  zeros  and  ones. 
The  second  generation,  assembler 
languages,  was  only  slightly  less  in- 
comprehensible. The  third  genera- 
tion was  typified  by  the  1960s-era 
Cobol.  The  language  C  combines  the 
convenience  of  third-generation  lan- 
guages with  the  raw  power  of  second- 
generation  assembler.  Fourth-gener- 
ation languages  like  Progress  permit 
sweeping  alterations  of  a  database 
with  brief  commands. 

Alsop,  46,  an  older  brother  ofwell 
known  computer  commentator  Stew 
art  Alsop  II  and  a  nephew  of  the  late 
political    columnist     Joseph     Alsop, 
seems  to  have  a  natural  gift  for  Ian 
guages — computer  languages,  in  his 
case.  A  computer  science  graduate  of 


Progress  Software's 
Joseph  Alsop 
Taking  programming 
out  of  the 
Stone  Age. 


MIT,  he  dabbled  in  programming 
while  running  a  peripheral-equip- 
ment supplier.  "I  really  thought  pro- 
gramming in  a  regular  computer  lan- 
guage was  the  most  unwieldy,  unpro- 
ductive process  that  one  could 
imagine,"  he  says.  And  so  he  and  two 
other  programmers  set  up  Data  Lan- 
guage Corp.,  later  to  be  renamed  after 
its  product. 

Alsop  and  his  associates  developed 
Progress  for  computers  that  run 
Unix,  the  operating  system  closely 
associated  with  C.  Why  Unix?  The 
IBM  re,  just  in  its  infancy,  had  too  little 
memory  to  run  Progress,  and  Alsop 
didn't  want  to  compete  with  estab 
lished  mainframe  software  companies 
such  as  Cullinet.  That  left  Unix,  then 
popular  only  among  scientific  and 
academic  users. 

Today  Unix  is  commercially  hot 
because  it  isn't  restricted  to  any  one 


brand  of  computer  and  is  very  good  at 
handling  multiple  users  connected 
over  a  network. 

Unix  is  also  popular  with  Progress' 
main  customers,  the  "value-added  re- 
sellers." These  typically  smallish  con- 
sulting firms  buy  computer  hardware 
and  load  it  up  with  custom  software 
and  peripherals,  delivering  turnkey 
systems  to  clients  in  retailing,  medical 
office  accounting,  trucking  or  manu- 
facturing. Such  systems  usually  have 
more  than  one  user  sharing  a  com- 
mon database  of  customer  or  inven- 
tory information,  and  have  their  own 
peculiarities  associated  with  their  in- 
dustry. Since  these  consultants  have 
to  support  and  train  their  customers1 
users,  they  want  software  to  be  as  bug- 
free  and  easy  to  write  as  possible. 

Progress  has  made  a  nice  business 
by  focusing  its  marketing  efforts  on 
these  middlemen  consultants.  For  ev- 
ery program -writing  development 
version  that  Progress  sells  at  SI, 500 
to  $300,000,  the  consultant's  client 
has  to  buy  dozens  of  scaled -down 
versions,  each  costing  about  20%  of 
the  original  price,  one  for  every  com- 
puter that  runs  the  consultant's  cus- 
tom software.  Last  year  Progress  took 
in  over  half  its  $40  million  revenues 
from  follow-on  sales. 

Progress  is  also  popular  with  pro- 
grammers at  large  corporations  who 
write  custom  software  in -house.  Sher- 
win-Williams Co.  used  Progress  to 
replace  cash  registers  in  its  1,900 
stores  with  computer  terminals  that 
track  prices  and  inventory.  Following 
the  Exxon  Valdez  spill,  the  U.S.  Coast 
Guard  used  the  tool  to  track 
associated  with  oil  spill  cleanups 

The  first  three  generations  of  lan- 
guages  represented   great  Stride 
computer  science,  but  it  appears  that 
no  creator  got  rich  off  any  of  them. 

Wealth  seems  to  be  the  defining 
characteristic  oi  fourth  generation 
language  creators.  1  otus's  1  2  3 
spreadsheet,  tor  example,  has  aspects 
of  a  fourth  generation  language, 
making  creator  Mitch  Kapof  very 
wealthy.  Alsop  isn't  quite  in  Kapor's 
league  yet,  but  he  is  doing  very  well. 
1  te  took  Progress  public  in  lulv  at  25, 
mu\  has  watched  as  the  shares  have 
climbed  to  44,  making  his  [2%  stake- 
wort  h  $27  million.  Financially,  writ 
ins  software  certainly  beats  writing 
newspaper  columns  WM 
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iny  Quarterdeck  sells  enhancements  to  giant 
Microsoft's  operating  systems.  How  does  it  survive? 

Buggy  whip 
marketing 


By  Julie  Pitta 

Microsoft  became  huge,  famous 
and  rich  selling  the  disk  operating 
system,  called  msdos,  that  powers 
almost  all  IBM-style  personal  comput- 
ers. Quarterdeck  Office  Systems,  a 
little  ($48  million  sales)  firm  in  Santa 
Monica,  Calif.,  makes  a  living  filling  in 
gaps  in  the  Microsoft  product.  Why 
does  Microsoft  leave  room  for  this 
tiny  competitor?  How  does  Quarter- 
deck survive?  The  answers  to  these 
questions  provide  a  case  study  in  how 
little  firms  compete  with  big  ones. 

When  Gary  Pope,  Quarterdeck's 
cofounder  and  chief  programmer, 
started  out  in  1981,  the  IBM  PC  and 
1  MS-DOS  were  just  arriving  on  store 
'shelves.  Pope's  first  big  project  was  a 
significant  enhancement  for  DOS:  a 
piece  of  software  that  would  allow  a 
PC  to  switch  from  one  program  to 
another,  although  the  PC  user  could 
view  only  one  at  a  time.  At  the  time, 
Microsoft  didn't  offer  this  feature. 
Pope's  product,  called  Desq,  came 
out  in  1983.  Two  years  later  Pope 
created  Desqview,  a  better  product 
that  allowed  the  user  to  do  real  multi- 
tasking. The  user  could  open  up 
"windows"  on  his  PC  screen,  so  that 
the  computer  could  be  running,  say,  a 
spreadsheet  in  one  corner  of  the 
screen  while  doing  something  else, 
perhaps  word  processing,  in  another 
corner. 

In  the  course  of  producing  Desq- 
view, Pope  came  upon  a  glaring  need 
for  another  piece  of  software:  a  mem- 
ory manager.  So  he  packaged  that 
program  and  called  it  qemm.  This  is 
yet  another  DOS  enhancement,  qemm 
makes  up  for  a  serious  deficiency  in 
dos,  a  memory  limit  of  640  kilobytes. 
When  DOS  and  the  PC  were  born,  a 
memory     of     655,360     characters 


looked  ample;  by  today's  standards,  it 
looks  retarded.  Pope's  qemm  allows 
application  programs  like  spread- 
sheets and  word  processors  to  com- 
municate with  so-called  "expanded" 
and  "extended"  memory,  namely, 
the  spaces  beginning  above  640  kilo- 
bytes and  continuing  through  1  or  2 
megabytes  or  whatever  size  memory 
the  user  has  installed. 

Unfortunately  for  Quarterdeck, 
both  Desqview  and  qemm  have  been 
eclipsed  by  a  competing  Microsoft 
product.  Besides  multitasking,  Mi- 
crosoft's new  Windows  3.0  offers 
memory  management.  Windows  3.0 
also  gives  the  user  a  graphical  menu, 
less  taxing  than  the  traditional  com- 
mand-line style  of  the  Quarterdeck 
products.  And  Windows  is  priced  to 
move,  at  $149;  buying  Desqview  plus 
qemm  would  run  a  combined  $230  to 


Quarterdeck  Chief  Executive 

Therese  Myers 

Key  to  survival 

in  Microsoft's  world: 

adaptability. 


$250,  depending  on  hardware. 

Obvious  question:  How  is  it  that 
Quarterdeck  is  still  able  to  sell  its 
products  at  all?  How  is  it  that  the 
firm's  profit  margin  is  a  fat  23%?  The 
answer  is  that  Pope's  programs  work 
much  better  than  Windows  3.0  with 
the  older  versions  of  application  pro- 
grams. Windows  3.0,  in  contrast, 
works  best  with  the  latest  versions  of 
spreadsheets,  word  processors  and 
other  application  programs,  versions 
specifically  made  compatible  with 
Windows. 

Thus,  Quarterdeck  is  selling  to  us- 
ers who  are  beefing  up  older  comput- 
er systems  rather  than  starting  over 
with  spanking  new  machines  and  ap- 
plications. Quarterdeck  sells  new,  im- 
proved buggy  whips  while  the  bigger 
firm  busies  itself  with  the  much  larger 
market  for  horseless  carriages. 

If  you  bought  your  computer  four 
years  ago,  you  may  be  just  now  get- 
ting around  to  adding  memory  and 
looking  for  a  multitasking  product. 
Buying  Desqview  and  qemm  may  be 
cheaper  than  buying  Windows  3.0 
plus  Windows-compatible  upgrades 
for  all  your  software. 

There's  a  reason  Quarterdeck  soft- 
ware is  friendlier  to  old  software.  As  a 
tiny  firm,  it  had  to  adapt  itself  to  the 
world  outside;  Microsoft  is  large 
enough  to  demand  that  the  world 
adapt  to  it.  "At  first,  Lotus  [1-2-3] 
didn't  want  to  stay  inside  our  win- 
dows, and  we  had  to  rewrite  our 
program  so  it  would,"  says  Quarter- 
deck cofounder  and  Chief  Executive 
Therese  Myers.  "Microsoft  had  a  dif- 
ferent view:  'We're  very  important, 
and  everyone  should  rewrite  their 
programs  to  work  with  ours.'  " 

Buggy  whips  are  a  nice  niche  for  a 
while,  but  what  do  you  do  when  the 
last  customer  has  traded  in  his  horse 
for  a  car?  Quarterdeck  is  looking  for 
other  niches.  Its  next  product,  now  in 
customer  testing,  allows  PC  users  to 
run  application  programs  created  for 
Unix  workstations  while  running  ms- 
dos programs  in  separate  windows. 
Years  hence,  when  DOS  is  passe  and 
new  machines  all  run  on  some  new 
operating  system,  it's  quite  possible 
that  Quarterdeck  will  still  be  selling 
this  product.  No  doubt  some  entre- 
preneur out  there  is  still  selling  re- 
placement parts  for  the  Model  T,  and 
making  a  decent  living  at  it.  ■■ 
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Simple  analogy:  Parametric  Technology  is  to  its 
competition  as  workstations  are  to  mainframes.  Plain 
result:  Parametric  is  beating  up  the  competition. 

Designing 
success 

By  David  Churbuck 


Ten  years  ago  Samuel  Geisberg,  a 
former  mathematics  professor  in  St. 
Petersburg,  was  working  at  Compu- 
tervision,  then  the  largest  producer  of 
computerized  design  systems.  He  ar- 
rived at  this  insight:  Interchangeable 
workstations  would  eventually  sup- 
plant IBM's  mainframes  and  Compu- 
tervision's  proprietary,  specialized 
hardware  as  the  equipment  on  which 
design  engineers  would  do  their 
work.  It  was  an  insight  that  his  em- 
ployer did  not  share.  Compute  rvi- 
sion,  after  all,  was  making  a  lot  of 
money  selling  proprietary  systems. 

Geisberg  rounded  up  some  venture 
capital  and  in  1985  started  his  own 
firm.  He  would  sell  software  only,  and 
he  would  write  it  so  that  it  would  run 
on  any  brand  of  workstation. 

It's  pretty  clear  now  that  Geisberg 
was  right  and  Computervision 
wrong.  Geisberg's  firm,  Parametric 
Technology  Corp.  in  Waltham, 
Mass.,  just  reported  a  76%  sales  gain, 
to  $44.7  million,  for  the  fiscal  year 
that  ended  Sept.  30. 

Over  the  past  two  years  Paramet- 
ritis share  of  the  $1 .4  billion  comput- 
erized drafting  market  has  risen  from 
8%  to  12%.  Parametric's  aftertax  prof- 
it margin  is  a  fat  23%;  Wall  Street 
values  the  company  at  a  stratospheric 
$575  million.  Geisberg,  55,  owns  a 
$26  million  piece. 

Computervision,  now  a  subsidiary 
of  sickly  Prime  Computer,  lias  not 
been  doing  nearly  as  well.  In  the 
second  quarter  iA'  1991  sales  were  oil 
9%.  Mechanical  design  software  and 
hardware  is  just  a  sliver  of  IBM's  busi 
ness,  but  the  giant's  difficulties  in  this 
market  are  symptomatic  of  a  larger 
collapse   in   its   mainframe   business 


Parametric  software  at  work 
Three-dimensional 
modeling,  a  popular 
feature  in  computerized 
design  systems,  is  a 
power  hog.  The  monster 
number-crunchers  from 
the  workstation 
industry  arrived 
just  in  time. 


Not  counting  writeoffs,  IBM's  profits 
for  the  first  nine  months  of  199 1  were 
off  77%  from  a  year  earlier. 

Geisberg's  success  mirrors  that  of 
Sun  Microsystems,  whose  Unix  work 
stations  are  the  most  popular  choice 
of  hardware  to  go  with  Parametric's 
design  software.  It's  all  part  of  the 
open-systems  movement.  Customers 
want    interchangeable    parts.    The) 
want    to   be   able    to   upgrade    their 
hardware   without   scrapping  .\n   in 
vestment  in  software    .\nd  vice  versa. 
Unix,  the  closest  thing  to  a  universal 
operating  system,  makes  such  switch 
es  possible. 

1  he  early  customers  of  computer 
aided  design    manufacturers  of  jet 
engines,  automobiles  mk\  hand  tools, 
for  instance     were  willing  to  shell  out 


SI 00,000  for  a  system  that  would 
streamline  the  design  process,  ensure 
accurate  manufacturing  specifications 
and  replace  draftsmen  scratching 
away  with  pencils  and  calculators. 

It's  cheaper  now.  Parametric  sells 
its  basic  software  for  S9,500  per  user, 
and  the  workstation  to  run  it  might  be 
only  SI  5,000  or  so.  Indeed,  Paramet- 
ric has  even  overcome  the  natural 
inertia  of  computer  users  and  per- 
suaded some  of  them  to  junk  main- 
frame systems  and  retrain  themselves 
on  workstation -based  systems. 

One  big  selling  point  for  Paramet- 
ric is  its  suitability  in  a  computer 
network,  helpful  for  engineers  col- 
laborating on  a  design.  It's  no  easy 
matter  to  make  sure  a  design  change 
made  by  one  engineer  shows  up  on 
the  screens  of  a  dozen  other  engi- 
neers. Parametric's  other  selling  point 
is  something  it  calls  "parametric  de- 
sign"— a  logical  relation  among 
ciated  parts.  Increase  the  diameter  of 
a  shaft,  and  the  softw  arc  figures  out 
on  its  own  exactly  how  much  to  widen 
a  bushing  on  the  shaft. 

While  selling  on  economy.  Para- 
metric knows  how  to  squeeze  out 
extra  sales  dollars.  It  is  now  offering  a 
$7,000  add-on  manufacturing  pro- 
gram that  plans  tooling  and  milling 
paths  and  sends  those  orders  to  com 
puter-driven  machinery  on  a  factory 
floor.  A  Parametric  engineer  can 
demonstrate  to  a  sales  prospect  how 
he  can  model  a  pump  impeller  blade 
and  in  less  than  half  .\n  hour  have  a 
prototype  cut  out  of  plastic  from  a 
desktop  milling  machine. 

Analyst  Gisela  Wilson  at  Interna- 
tional Data  Corp.  cautions  that  Com- 
putervision is  back  in  the  race  with  its 
new  softw  are,  and  other  vendors  are 
copying  Parametric's  features  in  new 
or  upcoming  products.  Parametric 
President  Steven  Waist  iponse 

"Traditional  cad/cam  [computer 
aided  design  computer  aided  manu- 
facturing] is  running  out  of  gas  Thc\ 
can't  add  any  further  value  to  their 
systems  because  they've  reached  the 
limits  of  the  technology  th<  ms 

run  on.  Bundled  hardware  represents 
70%  of  their  revenue  base,  and  CI  - 
corners  don't  want  to  bu\  mainframe  * 
power  an)  more  w  hen  they  can  get  the 
same  from  a  workstation     The  tune 
w  as  right  for  a  new  paradigm  to  COOK 

alone,  mu\  Parametric  had  it."      H 


194 


Forba  ■  November  25,  1**M 


r 


ia»i 


&,/..  "^ 


/», 


"«* 


J*>~  AWi, 


"<#. 


'***. 


( 


r 


-^ 


How  to  close 
an  eight-person  deal 


AT&T  Teleconference 
Services 

1800232-1234 


with  a  single  call. 


AT&T  Teleconference  Services  let  you 
connect  any  number  of  key  players  just 
by  dialing  1800  232-1234. 

When  turning  a  deal  into  a  done  deal 
takes  input  from  three  people  or  more, 
AT&T  Teleconference  Services  can  save  you 
precious  time. 

It's  a  simple  matter  of  dialing  toll-free 
1 800  232-1234.  After  that,you  can  leave  it 
to  an  AT&T  conference  specialist  to  set  up 
an  on-the-spot  or  reserved  phone  meeting 
with  every  person  in  your  Rolodex®  card  file, 
if  that's  what  you  need. 


You  can  even  get  viewpoints  from  people 
overseas.  And  whether  you're  in  your  office,  a 
hotel  or  a  phone  booth,  you  always  have  the 
option  of  charging  your  conference  calls  to 
your  AT&T  Calling  Card. 

So  the  next  time  you're  dealing  with  a  lot 
of  players,  deal  us  in,  too.  We'll  help  take  the 
legwork  out  of  getting  to  the  handshake  stage. 

Productivity.  Another  AfigT  advantage. 

To  make  your  AT&T  Teleconference 
call  or  for  additional  information,  just  call 
1800  232-1234. 


©  1991  AT&T    Rolodex  brand  is  a  registered  trademark  of  INSILCO 


AT&T 

The  right  choice. 
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Symantec's 
little  hits 


COMMENTARY  RY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Software,  like  movies,  records  and 
books,  is  a  business  of  hits.  Most 
software  publishers  owe  their  lives  to 
the  big  score,  a  single  program  that 
everyone  seems  to  want.  It  is  possible, 
however,  to  build  a  successful  soft- 
ware company  without  the  equivalent 
of  Lotus  Development's  1-2-3 
spreadsheet  or  AshtonTate's  dBase 
II  database.  The  proof  is  Symantec. 

A  few  years  ago  the  company  was 
enjoying  a  modest  success  with  Q&A,  a 
program  that  could  be  used  to  man- 
age files  and  edit  text.  Q&A  had  inno- 
vative technology  that  enabled  users 
to  ask  questions  in  everyday  English. 
Yet  in  its  first  two  years  on  the  market 
Q&A  managed  sales  of  only  about  $8 
million,  a  paltry  accomplishment  in 
comparison  with  expectations. 

These  slow  sales  encouraged  the 
skeptics:  Symantec's  business  plan 
wasn't  working.  Its  strategy  (Form  s, 
July  23,  1990)  involved  building  a 
growth  company  on  a  collection  of 
niche  products,  largely  through  ac- 
quisitions. But  could  it  work?  What 
do  you  acquire  when  you  acquire  a 
software  company?  Just  a  bunch  of 
programmers  who  can  walk  out  the 
door  if  they  don't  like  the  new  owner. 

Hut  Symantec  has  proved  the  skep 
tics  wrong.  It  has  succeeded  in  nearly 
quadrupling  revenues  in  the  two  years 
since  it  went  public.  With  a  22'\<  re 
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turn  on  equity,  it  beats  out  the  better- 
known  Aldus,  with  20%.  For  the  six 
months  ended  Sept.  30,  Symantec 
reported  revenues  of  $94.7  million, 
up  72%  from  a  year  ago,  and  net 
income  of  $6.2  million. 

Because  of  the  revenue  growth,  the 
price  of  Symantec  shares  has  risen 
fivefold  since  the  public  offering.  At  a 
recent  32,  the  stock  is  selling  at  about 
64  times  earnings.  That's  high  even 
for  a  desktop  software  company,  but 
note  that  the  company's  earnings 
have  been  depressed  by  the  cost  of 
making  acquisitions. 

Can  Symantec  keep  revenues  grow- 
ing rapidly  as  the  personal  computer 
industry  matures  and  as  Symantec 
itself  gets  larger?  There  are  limitations 
to  the  niche-product  acquisition  ap- 
proach, of  course.  One  is  the  size  of 
the  market  segments  where  Symantec 
has  chosen  to  play.  Unlike  Borland 
International,  which  acquired  the 
Paradox  and  dBase  product  lines  in 
order  to  compete  in  the  mainstream 
software  markets,  Symantec  has  tried 
to  develop  or  acquire  products  in  a 
variety  of  smaller  categories,  picking 
areas  where  it  has  a  chance  to  be  the 
leader.  By  definition,  niche  markets 
can  become  only  so  large. 

To  date,  however,  the  acquisition 
approach  has  worked  well  in  such 
software  categories  as  project  man 
agement,  outlining  .md  the  languages 
used  by  developers  of  software,  q&a, 
meanwhile,  has  become  the  leader  of 
a  $60  million  market  for  fiat  file  data 
base  products.  (The  flat  tile  is  the 
simplest  kind  of  database;  it  has  to 
contain  all  relevant  information  in 
one  place  to  be  useful.  By  contrast,  a 
relational  database  like  Paradox  al- 
lows the  user  to  link  information  from 
two  different  file 

By  last  year,  when  Symantec  was 

ready  to  do  its  next  acquisition,  it 
needed  a  bigger  market  opportunity, 
which  presented  itself  in  the  form  of 
Peter  Norton  Computing  A  pioneer 


in  housekeeping  programs  called 
"utilities,"  Norton  was  lagging  be- 
hind Central  Point  Software  at  a  time 
when  the  market  for  utilities  was  tak- 
ing off.  By  acquiring  Norton  and 
accelerating  its  product  development 
and  marketing  efforts,  Symantec  has 
created  a  new  growth  engine  and 
appears  to  have  pulled  slightly  ahead 
of  Central  Point  in  utilities. 

So  far  this  year,  all  three  of  Syman- 
tec's deals,  each  amounting  to  about 
S20  million  in  revenues,  represent 
plays  on  tiny  markets  with  interesting 
prospects.  These  acquisitions  won't 
be  big  revenue  boosters  right  away, 
but  they  could  turn  into  winners  once 
Symantec  integrates  them  into  a 
product  development  and  sales  orga- 
nization that  stimulates  growth  and 
accommodates  diversity. 

Best  of  all,  Symantec  has  been  able 
to  keep  most  of  the  people  it  acquires. 
To  keep  the  talent,  Gordon  Eubanks. 
Symantec's  chief  executive,  places  a 
high  priority  on  what  he  calls  the 
"passion"  of  small  companies  and 
quasi-autonomous  subsidiaries.  He  . 
keeps  the  programmers  he  wants  by 
paying  them  well  and  giving  them 
autonomy. 

Where  does  Eubanks  get  acquisi- 
tion candidates?  He  has  hired  a  for 
mer  venture  capitalist  to  plow 
through,  at  the  rate  of  five  to  ten  a 
week,  business  plans  from  small,  pri- 
vate companies  that  need  capital.  In 
lieu  of  venture  equity  they  get  a 
buyout  offer,  complete  with  a  candid 
disclosure  of  who  will  stay  and  who 
will  be  fired  if  the  deal  goes  through. 

Symantec's  success  underscores  an 
important  change  in  personal  com 
purer  software.  Good  programmers 
remain    vital    to    the    business,    but 
software  publishers,  as  corporate  en- 
tities, do  have  other  assets.  Among 
them:   brand  recognition,  acccs 
scarce  retail  shelf  space  .\nd  e\pen 
enee  with  the  process  of  developing 
a  complex  product  M\d  bringing  it  to 
market.  In  the  case  of  Symantec,  the 
assets  also  include  a  mechanism  for 
finding  new  products  Jind  companies 
M\d    integrating    them.    With    that 
structure  in  place  ,\nd  a  high  priced 
stock  providing  the  wherewithal  for*, 
.\n  active  takeover  campaign,  Svman 
-  well  positioned  to  keep  grow 
ing,   1  he  stock  isn't  cheap,  but  . 
stocks  seldom  a  *i 
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You  INVESTED  MILLIONS 

in  your  COMPUTERS. 

This  FREE  BOOK  will  help 

you  SAVE  it. 


I.S.  planning?  We  wouldn't  be 
surprised  if  this  is  one  book  you 
won't  be  able  to  put  down. 

Because  it  not  only  shows  you 
how  to  protect  your  past  invest- 
ments in  Bull,  IBM?  DEC*  and 
other  vendor  systems. 

It  gives  you  a  comprehensive 
inside  look  on  how  to  enhance  them. 

.... — -»<^>^ 

Introducing  the 

Distributed  Computing 

Model. 

—. — -*-<S>^ 

The  Distributed  Computing 
Model  is  our  blueprint  for  systems 
integration. 

Using  this  architecture,  we  can 
connect  your  different  networks. 

And  get  applications  based  on 
one  standard  to  run  with  applica- 
tions based  on  another. 

So  instead  of  being  hamstrung 
by  one  technology,  you  can  take 
advantage  of  many. 

Buying  and  using  the  best  solu- 
tion no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
work  both  today  and  tomorrow. 


Since  Bull  is  a 

founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 

Leap  into  the  future. 
Or  tiptoe. 

<f  t 

"Where  do  I  start?  What  products 
do  I  use?  How  fast  should  I  go?" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


'current  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-233-BULL. 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 

we'll  rush  you  our  free  book. 

1 

Bull,  P.O.  Box  1000,  Plymouth,  MI  48170-9989 

Name 
Company 


Address 


Worldwide 
Information 


Systems 


City 


Bull    m 


State 


Zip 


_l 


IBM  is  o  registered  trademonV  of  the  International  Business  Mochmes  Corporation.  DEC  is  o  registered  trademark  ol  the  Digital  Equipment  Corporation  ©  1991  BUU  HN  Information  Systems  Inc. 
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EDITED  BY  GARY  SLUTSKER 


A  cure  for  rheumatoid  arthritis  would  be  worth 
billions  of  dollars.  But  a  cure  is  an  unlikely 
early  outcome  for  all  these  immune-system 
ventures  so  popular  on  Wall  Street. 

The  autoimmune 


gold  rush 


By  Reed  Abelson 

The  market  is  so  itchy  for  bioengi- 
neering  stocks  that  the  smallest  trig- 
ger can  set  off  a  massive  reaction.  A 
New  York  Times  story  on  Oct.  22 
talked  about  "anergy,"  a  natural  state 
of  suppression  of  the  immune  re- 
sponse. Achieving  this  state  with 
drugs  may  someday  be  relevant  to 
treatments  for  arthritis.  ImmuLogic 
Pharmaceutical,  briefly  mentioned  in 
the  article,  saw  its  stock  shoot  up 
almost  20%  the  same  day,  to  close  at 
16.  Anergen,  Inc.  wasn't  mentioned, 
but  investors  didn't  take  long  to  make 
a  connection,  and  bid  the  stock  up  to 
31V2  a  day  after  the  Times  article. 
Anergen  had  gone  public  at  8  only 
two  weeks  before. 

This  kind  of  investor  interest  hasn't 
been  lost  on  the  biotechnology  indus- 
try, which  has  spent  the  last  several 
months  on  a  Wall  Street  fundraising 


spree  to  finance  a  search  for  arthritis 
cures  (see  table,  p.  200).  It  seems  to  be 
a  long  shot  whether  any  of  these 
startups  will  ever  deliver  a  commer- 
cially successful  drug.  But  this  arthri- 
tis gold  rush  does  at  least  have  the  side 
effect  of  funding  basic  research  into 
the  workings  of  the  body's  immune 
system,  the  network  of  cells  and  anti- 
bodies that  repel  bacteria,  viruses  and 
other  invaders. 

Although  40  million  Americans 
suffer  from  some  form  of  arthritis,  the 
sufferers  don't  make  the  kind  of  noise 
victims  of  some  other  diseases  do. 
Hence  arthritis  research  gets  relatively 
little  public  money.  This  year  the 
federal  government  and  the  Arthritis 
Foundation  will  between  them  fund 
only  $150  million  of  research  into 
arthritis,  a  tenth  the  sum  spent  on 
cancer  research.  The  result  is  that  as 


few  as  one  in  eight  academic  research 
proposals  is  being  funded,  according 
to  William  Williams,  a  scientist  at  the 
University  of  Pennsylvania.  If  the  bio- 
tech  fever  on  Wall  Street  trickles 
down  to  the  laboratory,  then  it  will 
have  done  some  good  even  if  the  early 
investors  get  nothing  from  it. 

Arthritis,  or  joint  inflammation,  is 
not  one  disease  but  more  than  100 
different  ones,  affecting  nearly  40  mil- 
lion Americans.  The  category  in- 
cludes rheumatoid  arthritis,  osteoar- 
thritis, gout,  lupus  and  ankylosing 
spondylitis,  or  spinal  arthritis.  What 
many  of  these  ailments  have  in  com- 
mon is  a  breakdown  of  the  immune 
system:  The  body's  defense  mecha- 
nisms turn  against  the  body's  own 
cells.  This  friendly  fire  can  cause  joint 


With  the  help  of  the  histocompatibility 
molecule,  a  cell  grabs  a  telltale 
snippet  of  an  antigen  and  presents  its 
distinguishing  features,  or  epitope, 
to  the  helper  T  cell.  The  latter  musters 
antibodies  and  killer  cells 
with  an  all-points  alarm. 


Helper 
T-cell 


What  causes  inflammation? 


Antigen 
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if s  one  of  the 
best  known 
companies. 


In  the  West, 

it's  one  of  the 

best  kept 

secrets. 


Sunkyong  is  a  world-class  business  group  based  in  Korea, 
with  annual  revenues  of  more  than  10  billion  dollars. 

are  a  recognized  leader  in  the  fields  of  energy,  international  trade,  petrochemicals, 
ibers,  magnetic  and  optical  media  and  engineering/construction.  Sunkyong  has  a 
>wing  commitment  to  such  technology-driven  fields  as  fine  and  specialty  chemicals, 
ligh  performance  engineering  plastics,  pharmaceuticals  and  telecommunications. 
In  the  U.S.,  we  generate  more  than  $800  million  in  annual  revenues  working 

with  hundreds  of  American  companies.  We  are  forming  alliances  with 
companies  seeking  a  partner  with  a  strong  capital  base  and  access  to  markets 
and  products  around  the  world,  particularly  in  Asia. 

If  you  are  looking  for  ^__  ._    

a  perfect  partner,  please  contact  f|  =  I   ==F|    |S^fe 

naging  Director,  Sunkyong  U.S.A.,  Inc.,  ?=i— ^yJiSl|       L  lr^^JPi 
110  East  55th  Street,  NY,  NY  10022    S^^^"  wHm  ■  ^^^1 

Fax:  (212)  906-8137  A  perfect  partner  for  American  business. 
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pain  and  inflammation,  organ  dam- 
age and  even  death. 

The  prototype  of  the  autoimmune 
joint  diseases  is  rheumatoid  arthritis, 
which  strikes  almost  1  in  100  people, 
mostly  women,  a  lot  of  them  still  in 
their  30s  and  40s.  Up  to  20%  of  those 
afflicted  will  become  severely  crip- 
pled— unable  to  walk  or  use  their 
hands — within  ten  years  of  being  di- 
agnosed. Billions  of  dollars  are  already 
being  spent  treating  the  disease,  very 
inadequately,  with  steroids  and  other 
drugs.  Almost  all  these  drugs  wear  out 
their  effectiveness,  and  almost  all  have 
severe  side  effects.  They  are  pallia- 
tives, not  cures. 

Might  a  cure  be  found  someday,  by 
getting  to  the  cause?  Maybe,  but  sci- 
entists are  still  a  long  way  from  fully 
understanding  the  cause.  Robert 
Winchester,  55,  a  Columbia  Universi- 
ty scientist,  has  spent  much  of  the  last 
30  years  trying  to  figure  out  what 
causes  rheumatoid  arthritis,  and  he  is 
just  beginning  to  get  answers.  "We 
found  most  of  the  pieces  of  the  jig- 
saw," he  says.  "We've  turned  them 
over.  Now  we're  in  the  process  of 
assembling  them." 

The  diagram  on  page  198  illus- 
trates three  big  pieces  of  the  jigsaw 
puzzle:  a  foreign  body,  called  an  anti- 
gen; a  group  of  molecules,  called  the 
major  histocompatibility  complex, 
which  act  as  go-betweens,  presenting 
antigens  to  defensive  cells;  and  the 
defensive  cells  called  helper  T  cells. 
(The  T  stands  for  thymus,  a  gland 
where  the  T  cells  mature.)  When  re- 
ceptors on  helper  T  cells  detect  either 
the  antigen  or  a  telltale  fragment  of  it, 
they  set  off  a  series  of  signals  that  call 
out  attack  weaponry,  including  killer 
cells  and  antibodies.  The  purpose  of 
the  defensive  mechanism  is  to  rid  the 
body  of  the  antigen.  When  the  system 
is  working,  the  antigen  is  a  virus  or 
bacterium,  .\nd  the  end  result  is  the 
death  of  the  invader.  When  the  system 
goes  haywire,  the  antigen  might  be  a 
st iay  molecule  or  a  fragment  of  the 
body's  own  tissue,  and  the  end  result 
is  inflammation,  pain  and  swelling. 

Dozens  of  companies  are  working 
on  intercepting  the  inflammatory 
process  at  various  stages,  while  others 
aim  to  derail  the  whole  event  before  it 
begins.  The  problem  here  is  that  sci 
entists  don't  have  a  clue  to  what,  if 
any,  foreign  body  or  group  of  foreign 


bodies  causes  the  immune  system  to 
go  berserk  in  a  rheumatoid  arthritis 
patient.  "The  antigen  is  a  total  black 
box,"  says  Peter  Gregersen,  a  re- 
searcher at  North  Shore  University 
Hospital  in  Manhasset,  N.Y. 

Yet  another  mystery  is  what  kind  of 
genetic  flaw  might  predispose  certain 
people  to  develop  rheumatoid  arthri- 
tis. Winchester,  working  with  Greger- 
sen and  others,  has  identified  a  se- 
quence of  genes  that  controls  the 
major  histocompatibility  complex 
and  that  is  closely  linked  to  the  dis- 
ease. Before  drug  companies  could 
make  practical  use  of  this  discovery, 
however,  they  would  have  to  under- 
stand a  lot  more  about  how  this  com- 
plex works  and  what  other  roles  it 


Arthritis  on  Wall  Street 

Company 

Offering 

Amount 

date 

raised 
($mil) 

Allergen1 

Oct  10 

$16 

Cytel1 

Oct  31 

36  to  422 

ImmuLogic 

Pharmaceutical1 

May  22 

21 

Immune  Response 

Oct  28 

50 

T  Cell  Sciences 

May  3 

14 

Xoma 

Apr  3 

80 

initial  public  offering. 

Estimate;  offering  not  completed. 

The  quest  for  drags  to  quell  autoimmune 
inflammation  has  of  late  been  a  popular 
selling  pitch  in  biotech  underwritings. 


performs.  The  complex  might,  for 
example,  help  determine  the  variety 
of  T  cells  each  person  has.  That  selec- 
tion may  determine  how  a  person's 
immune  system  reacts  or,  as  in  rheu- 
matoid arthritis,  overreacts. 

For  biotechnology  companies,  the 
more  immediate  payoff  seems  to  rest 
in  trying  to  disrupt  the  initiating  In- 
flammatory event.  One  approach  is  to 
come  up  with  compounds,  either 
peptides  (bits  of  protein)  or  other 
substances,  that  would  bind  to  the 
major  histocompatibility  complex  on 
the  spot  where  the  antigen  belongs, 
so  that  the  antigen  never  gets  found 
and  thus  is  never  presented  to  the  1 
cell.  Immul  ogic  is  developing  such  a 
compound,  to  be  taken  orally,  while 
(.  ytel  Corp.  is  working  on  a  wa\  i^\ 
flooding  the  s\stem  with  competing 


peptides. 

The  tricky  part,  says  Gregersen,  will 
be  coming  up  with  a  therapy  in  which 
enough  of  the  competing  substance- 
can  be  given  to  prevent  any  of  the 
huge  number  of  major  histocompati- 
bility complex  molecules  from  being 
able  to  present  the  bits  of  antigen. 

Other  companies  are  studying  the 
T  cells,  each  of  which  has  a  number  of 
different  receptors,  allowing  them  to 
recognize  a  variety  of  different  anti- 
gens. Rivals  Xoma  Corp.  and  Cento- 
cor,  Inc.  have  developed  drugs,  now 
in  clinical  trials,  that  remove — at  least 
for  a  time — the  T  cells  that  cause  the 
damage  in  rheumatoid  arthritis. 
(These  two  firms  are  better  known  for 
their  research  and  their  patent  battles 
related  to  septic  shock  syndrome . 

Xoma's  CDS  Plus  is  a  monoclonal 
antibody  with  a  a  toxic  enzyme  at- 
tached. A  monoclonal  antibody  is  a 
line  of  identical  antibodies  primed  to 
grab  on  to  one  particular  cell — in  this 
case,  the  mature  T  cell.  The  drug 
w  ipes  out  a  large  part  of  a  person's 
immune  system  for  several  weeks,  but 
leaves  unscathed  a  population  of  baby 
T  cells  that  will  mature  normally;  the 
new  crop,  it  is  hoped,  won't  get  in- 
volved in  self-destructive  attacks  on 
the  joints.  Centocor's  Centara  is  simi- 
lar but  targeted  against  a  subgroup  o\ 
T  cells,  covering  about  two-thirds  of 
those  in  the  blood.  The  idea  here  is  to 
stop  the  arthritis  without  temporarily 
annihilating  the  patient's  defense 
mechanisms. 

Better  still  would  be  a  drug  that  did 
in  only  a  small  subset  ot'Y  cells,  the 
true  culprits  in  arthritis,  if  they  could 
be  somehow  identified  and  singled 
out.  Xoma  is  looking  for  this  kind  o\ 
daig;  so  is  Immune  Response  Corp. 

None  of  these  approaches  is  a  sure 
thing,  warns  Winchester,  who  s.n» 
many  researchers  are  making  the  mis 
take  of  looking  for  cells  at  the  site  o( 
inflammation  once  the  disease  has 
already  progressed.  The  cells  present 
then  may  not  be  the  ones  responsible 
lor  causing  the  disease,  any  more  than 
police  officers  who  congregate  at  e\ 
ei\  crime  scene  are  the  cause  of  crime. 

Am    of  the   arthritis   researchers 
could  stumble  onto  a  cure  but 
how   little  is  understood  about  the 
disease,  it  seems  that  today's  in 
are  being  asked  to  finance  not  di 
development  but  basic  ■ 
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lurnaround  time  is  critical  in  ship  repair.  Newport  News 
Shipbuilding  has  the  commitment  and  the  capability  to 
meet  your  schedule  without  compromising  quality  or 
workmanship. 

With  seven  deep  draft  drydocks  -  including  the  largest  in 
the  western  hemisphere  —  and  a  modern  floating  drydock, 
we're  ready  when^ou  need  us.  With  complete  service,  from 
engineering  expertise  to  castings  from  our  own  foundry, 
we  have  what  you  need,  on-call,  around-the-clock. 

For  more  information,  contact  our  Ship  Repair  Office  at: 
(804)  380-2600,  Fax:  (804)  688-3349,  Telex:  82-3453. 


Newport  News  Shipbuilding 

A  Tenneco  Company 

Newport  News,  Virginia  23607 
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SCIENCE  &  TECHNOLOGY 


Advice  to 
Justice  Thomas 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  the  just  published 
Galileo's  Revenge:  Junk  Science  in  the 
Courtroom  (Basic  Books). 

Who  writes  the  Supreme  Court's 
opinions,  and  can  anyone  else  read 
them?  These  questions  came  to  mind 
not  long  ago,  at  the  tail  end  of  the 
Thomas  confirmation  circus. 

I  logged  on  to  Lexis,  an  on-line 
legal  database,  and  downloaded  the 
12  majority  opinions  signed  by  Justice 
Marshall  in  the  1990  term.  (I  chose 
Marshall  because  it's  his  seat  on  the 
Court  that's  been  in  the  news. )  Then  I 
loaded  up  a  software  package  called 
Corporate  Voice.  The  program  is  in- 
tended for  the  manager  who  needs  to 
make  sure  that  business  letters  or 
reports  fit  some  uniform,  readable 
style.  It  statistically  analyzes  a  model 
text,  looking  at  word  length,  sentence 
length,  vocabulary  and  such,  and  as- 
sembles a  mathematical  profile.  I  fin- 
gerprinted each  of  the  1 2  opinions  for 
style.  Then  I  ranked  every  opinion 
against  every  other  style  profile  and 
assembled  the  results. 

A  few  things  jumped  out.  A  June 
Marshall  opinion  involving  Exxon  and 
a  May  opinion  involving  animal  rights 
seem  to  have  much  in  common.  The 
Exxon  opinion  averages  1 .63  syllables 
per  word;  so  docs  the  animal  rights 
opinion.  Exxon  clocks  10.9  words  per 
average  sentence;  so  does  animal 
rights.  They  have  an  identical  ratio  of 
short  to  long  words,  2.72.  Animals 
apparently  require  a  higher  level  of 
obfuscation  than  oil  companies,  how 
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ever.  On  a  classic  readability  measure, 
Gunning's  Fog  Index,  the  two  opin- 
ions are  merely  close:  10.9  for  Exxon 
and  11.6  for  animals.  Let's  call  the 
style  these  two  opinions  share '  'Abel . ' ' 

By  contrast,  an  occupational  safety 
ruling  released  in  March  ("Baker")  is 
about  as  different  as  can  be  from  a 
procedural  ruling  in  January 
("Carr").  And  an  April  tax  opinion 
("Debs")  is  sharply  different  from 
both  Baker  and  Carr.  Further  com- 
parisons suggest  that  a  June  bank- 
ruptcy decision  was  written  by  Carr;  a 
December  opinion  on  odometer  tam- 
pering by  Abel;  a  March  opinion  on  a 
medical  malpractice  claim  by  Debs. 
Most  of  the  opinions  seem  to  cluster 
around  four  reasonably  distinct  styles. 
It  crossed  my  mind  (and  perhaps  bi- 
ased my  interpretation  of  the  admit- 
tedly fuzzy  results)  that  each  Supreme 
Court  justice  has  four  law  clerks. 

For  a  sanity  check,  I  confirmed  that 
Marshall's  opinions  were  probably 
not  written  by  Tom  Clancy,  and  al- 
most certainly  not  written  by  Louis 
L' Amour.  The  very  best  stylistic 
matches  I  found,  however,  were  with 
other  sample  profiles  supplied  with 
the  Corporate  Voice  software.  One  is 
labeled  "Legalistic — Bad."  The  other 
is  called  "Bureaucratic  Mess."  Says 
the  software  manual,  "If  you  get  a 
score  of  more  than  80%  on  this  style, 
you're  in  trouble."  Every  opinion  I 
tested  scored  in  the  high  90s.  This 
Forbes  column  gets  88. 

Most  of  this  should  not  be  taken  too 
seriously.  My  analysis  was  of  course  far 
too  superficial  to  reach  any  definite 
conclusions  about  authorship.  But  the 
process  it  illustrates  is  one  that  every- 
one who  aspires  to  be  remembered  as  a 
Cato,  Lincoln  or  Brandeis  should  un 
derstand.  A  piece  of  writing  hears  the 
stamp  of  the  writer,  like  a  smudgy 
fingerprint  or  a  speck  of  blood.  With 
modern  tools,  origins  can  be  traced 
with  high  precision,  even  in  legal  wril 
ing,  wordy,  turgid  and  opaque  t  hough 


it  usually  is.  So  at  least  one  aspect  of  the  j 
sacred  privacy  of  Supreme  Court  func- 
tioning is  sacred  no  more.  Leave  law 
clerk  tittle-tattle  to  Woodward  and! 
Bernstein:  Historians  will  have  Lexis 
and  personal  computers  to  tell  them 
who  really  wrote  what.  Remember  the  I 
big  flap  about  the  new  Shakespeare] 
poem  ("Shall  I  fly  ...  ")  uncovered I 
some  years  ago?  The  poem  may  not 
have  been  the  bard's  best  effort;  tex- 
tual  analysis   has   nonetheless   con- 
firmed   that    the    poem    really    was 
Shakespeare's. 

No  simple  analysis  of  the  kind  I  ran 
can  rank  as  a  serious  critique  of  any- 
one's writing  style.  Moreover,  it  is 
perhaps  no  great  reproach  to  say  that  a 
Supreme  Court  opinion  sounds  legal- 
istic. With  that  said,  "bureaucratic 
mess"  is  too  kind  a  description  for 
much  of  what  issues  from  all  of  our 
courts  today:  It  may  be  bound  in  the 
Supreme  Court  Reports,  but  it  often 
still  reads  like  periphrastic  rambling 
from  the  Federal  Register.  The  rea- 
sons are  no  great  secret.  Our  judges 
are  too  busy.  They  rely  too  much  on 
law  clerks.  The  courts  have  become 
bureaucratized  machines  for  moving 
the  legal  merchandise. 

Federal  Judge  Richard  Posner  dis- 
cussed this  in  an  insightful  book  in 
1985.  "The  strongly  marked  individ- 
uality that  traditionally  characterized 
English  and  American  judges  and  that 
makes  the  opinions  of  a  Holmes,  a 
Cardozo,  or  a  Learned  Hand  instantly 
recognizable  as  their  author's  person- 
al work  is  becoming  a  thing  ot  the 
past,"  he  wrote.  We  are  the  poorer  for 
it.  Style,  as  Posner  has  argued  else 
where,  is  important  in  law  .  Truly  great 
justices — the  likes  of  Cardoso — are 
remembered  as  much  by  the  power  ot 
their  rhetoric  as  by  the  wisdom  o\ 
their  votes.  A  great  jurist  must  DC  a 
great  writer,  M\d  to  become  a  great 
writer  one  must  write,  not  just  edit. 

So  here's  some  modest  adviCC  to 

our  new  associate  justice.  Write  your 

own  opinions,  at  least  on  matters  o( 
any  lasting  importance.  You  won't 
have  time  to  pad  them  with  footm 
M\d  circumlocutions,  so  don't  bother. 
Bureaucratic  gobbledygook  is  irritat 
ing  today  .\\^\  forgotten  tomorrow  It 
you  want  to  make  law  that  will  last. 
\ow  must  search  tor  language  that  will 
endure.  Your  own  language  will  do 
better  than  anyone  else's  ■■ 

bes  ■  November  25,  l**M 
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tor  our  pumps,  his  town 

wouldn't  have  survived  the 
flood.  But,  then,  pumps  are  just  part 


>t  the  new  teehnolonv  that  has  made 


us  a  work!  leader 


treating  municipal  waste  water,  and  meeting  today's  challenges  to 

protect  the  environment.  There  are  nine  businesses  in  ITT.  This  is  the  one 

that  deals  with  the  most  precious  resource  in  the  world.  Water. 
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With  cruise  ships  discounting  cabins 
left  and  right,  luxury  island  resorts 
in  the  Caribbean  are  meeting  the 
competition  by  loading  on  extras  and 
charging  flat,  all-inclusive  fees. 

Leave  your  wallet 
in  the  safe 


One  of  the  nice  things  about  taking 
a  cruise  is  that  the  price  is  all-inclu- 
sive— or  close  to  it.  Being  nickeled 
and  dimed  to  death  is  no  way  to  relax 
on  a  vacation. 

Now,  to  meet  the  ever  increasing 
competition  of  cruise  ships,  a  number 
of  Caribbean  resorts  are  following  suit 
with  plenty  of  extras  and  all-inclusive 
rates.  Your  basic  daily  charge  includes 
accommodation,  meals,  use  of  recre- 
ational facilities  and  sometimes  tips 
and  taxes.  Some  resorts  now  also 
throw  in  drinks  (including  wine  with 
meals),  gym  and  spa  facilities,  sailing 
trips,  scuba  and  tennis,  even  free  or 
discounted  airfare  from  the  U.S. 


All-inclusive  packages  are  attractive 
to  vacationers  for  two  reasons:  You 
know  in  advance  almost  exacdy  how 
much  your  trip  will  cost;  plus  you  have 
the  convenience  of  never  having  to 
reach  for  your  wallet,  fumble  for  tips 
or  wait  for  a  tab  in  the  bar  or  dining 
room.  (Waiting  for  a  check  can  be  an 
activity  of  its  own  at  some  resorts. 
Take  the  Crystal  Palace  in  Nassau, 
where  it's  advisable  to  have  a  good, 
meaty  tome  like  Three  Blind  Mice 
handy  to  pass  the  time  waiting  to  pay 
for  a  drink.) 

The  all-inclusive  trend  began  at 
moderately  priced  resorts,  geared  for 
the  budget-minded.  The  granddaddy 


of  them  all,  of  course,  is  Club  Med, 
which  was  all-inclusive  from  its  incep- 
tion in  1950.  (All  you  need  buy  are 
beads,  redeemable  for  drinks.)  Today 
there  are  133  Club  Meds  around  the 
world,  8  in  the  Caribbean  and  the 
Bahamas  alone.  Another  Club  Med 
will  open  in  1992  on  San  Salvador,  in 
the  Bahamas,  where  Columbus  is  said 
to  have  made  his  first  footfall  in  the 
New  World.  And  in  a  tour  de  force, 
Club  Med  is  meeting  the  cruise-ship 
competition  by  also  taking  to  the  high 
seas.  Its  Club  Med  1,  a  luxury  sailing 
vessel  that  accommodates  386,  was 
launched  last  year;  a  sister  ship,  Club 
Med  2,  slips  down  the  ways  next  year. 

Luxury  resorts  began  coming 
around  to  all-inclusive  rates  once  the 
Caribbean  skyline  began  to  groan  un- 
der the  weight  of  a  new  flotilla  of 
island-size  cruise  ships.  Between 
1983  and  1991,  the  number  of  bed- 
days  available  on  ships  plying  the  Ca- 
ribbean rose  from  7.4  million  to  16 
million.  And  even  more  are  coming. 

The  cruise  ships  are  now  caught  in  a 
discount  war  that  has  made  a  joke  of 
published  rates  (Forbes,  May  13). 
Anyone  who  pays  the  price  advertised 
in  the  brochure  simply  isn't  trying. 

Already  suffering  from  a  slowdown 
in  traffic  to  the  islands  because  of  the 
recession  and  the  Gulf  war,  luxury 
resort  managers  have  loaded  on  ex 
tras — and   the   all-inclusive   rate   has 


The  Meridian  Club,  on  Pine  Cay,  Turks  and  Caicos 
Thirteen  rooms — and  nothing  else  on  the  island. 


The  Oasis  spa  at  Le  Sport,  on  St.  Luoa 
Seaweed  wraps  and  all  you  can  drink. 
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most  become  the  norm. 

i  especially  at  new  resorts, 
;  ai  ^hich,  lacking  repeat  busi- 

ii  tess,  have  to  take  their  cus- 
^  omers  away  from  some- 
^  tin  /here  else. 

Mo  Take  Le  Sport,  a  luxury 
8M  esort  on  St.  Lucia.  There 
is*ii  vas  a  time  when  its  perfect 
1  the  ocachfront  setting,  and 
}r«,  ;ood  food  and  service  at 
mpetitive  prices,  would 
fogk  lave  been  enough  to  make 
^glt  a  success.  But,  as  Cari- 
^  blue,  the  resort  foundered. 
■m  Two  years  ago,  however, 
^.OGraig  Barnard,  a  native  of 
"gBt.  Lucia,  bought  the  place 
Aetully  aware  that  he  had  a 
Ji ■  challenge  on  his  hands.  Business  was 
of  poor  and  getting  worse.  Barnard, 
ttihvho  also  owns  Couples,  a  midmarket, 
^pi-inclusive  resort  on  the  same  island, 
i  Iknew  he  needed  to  add  something 


Sandy  Lane,  on  Barbados 
Throws  in  all  the  golf  you  want. 


new  and  special. 

Barnard  decided  to  get  on  the 
health  bandwagon.  He  built  a  spa  on  a 
hill  adjacent  to  the  resort  and  over- 
looking the  Caribbean  Sea,  which  is 


wine -dark  around  St.  Lucia 
because  of  the  gray,  volca- 
nic sand  beneath  the  waves. 
The  spa  is  a  miniature 
Al  ham  bra  in  architectural 
style,  with  open  courtyards, 
fountains    and    plenty    of 
Moorish    touches.    Guests 
clad  in  short  white  robes 
(free,  of  course)  pad  about 
in  their  flip-flops,  on  their 
way   to   massages,   needle 
showers,    seaweed    wraps, 
saunas,  yoga  lessons,  stress 
management  and  aerobics 
classes,    weight    workouts 
and  even  fencing  lessons — 
all  included  in   the   basic 
room  rate  of  $195  to  $380 
per  person,  per  day,  depending  upon 
season  and  the  room  or  suite  you 
select.  There  is  even  a  private,  fully 
staffed      estate      house      available, 
crammed   with   antiques,   complete 


One  price  covers  all 

Resort 

Caneel  Bay  St.  John/800-223-7637 
Ciboney  Ocho  Rios  Jamaica/800-333-3333 
Coccoloba  Anguilla/800-833-3559 
Curtain  Bluff  Antigua/212-289-8888 
Four  Seasons  Nevis/800-332-3442 
Guana  Island  Club  BVI/800-225-4255 
Hotel  Manapany  St.  Barts/800-847-42494 
Jumby  Bay  Antigua/800-421-9016 
Le  Sport  St.  Lucia/800-544-2883 
Little  Dix  Bay  Virgin  Gorda/800-223-7637 
Mariners  Angui  I  la/800-848-7938 
Meridian  Club  Turks  &  Caicos/800-331-9154 
Peter  Island  BVI/800-346-4451 
Petit  St.Vincent  Grenadines/800-654-9326 
Sandy  Lane  Barbados/800-225-5843 
Young  Island  St.  Vincent/800-223-1108 


Cost  of  7-night 
package  for  two 

2.590-3.9902 
3,800 
3,465-5,565 
3,290-5,7403 
3,710 
2,750-3,4805 
5,375 
2,730-5,320 
4,270-4,5851 
2,940-4,410 
3.8152 
3,325-4,165 
4,550 
5.9106 
4,400-5,8007 


Comments 

Airport  transfers,  ferries  to  St.  Thomas;  diving,  tennis,  sailing  packages 

Airport  transfers,  drinks,  gratuities,  spa  facilities 

Includes  drinks;  also  has  4-night  Shortbreak  package,  golf  and  tennis  plans 

Waterskiing,  scuba,  squash,  aerobics,  drinks;  jacket  and  tie  required  in  evening 

Golf,  tennis  packages;  Robert  Trent  Jones  II  course 

You  can  rent  the  entire  island  for  $7,400/day;  15  rooms 

Airport  transfers,  Jacuzzi;  includes  tax  and  tips 

Drinks,  laundry,  transfers;  also  has  4-night  Refresher  package 

Includes  airfare  credit  of  $349  for  one 

Transfers,  waterskiing;  same  plans  as  Caneel  Bay 

Drinks,  boat  excursions 

Transfers;  only  13  rooms 

Ferries  to  Tortola,  sailing 

22  private  cottages 

Includes  dining  arrangements  at  other  resorts 

Includes  3-day  yacht  cruise,  tax  and  tips 


k 


'Lower  rates  available,  without  3-meal-per-day  plan.    2Rates  lower  in  January.    3Prices  shown  include  optional  2-meal-per-day  plan.  Rates  increase 
Jan.  15.    4ln  New  York,  call  212-719-5750.    sPackage  offered  in  January,  March;  includes  breakfast  daily,  3  dinners.    6Jan.  6  to  Apr.  12.    H'en  nights. 

Here  are  some  luxury  resorts  in  the  Caribbean  that  offer  all-inclusive  rates. 

Prices  include  accommodations,  three  meals  daily,  recreational  facilities  and  other  extras.  Rates  are  for  high  season, 

from  mid-December  through  the  end  of  March,  unless  otherwise  noted.  The  range  of  rates  reflects  the  types 

of  accommodations  available— how  close  to  the  beach,  room  size,  etc. 
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u   u      u  u   l-      -—^^S- The  best  sporting Jagi 
ever  built,  with  the  best  warranty  Jaguar  has  ever  offered 


N  n  i  N 


Some  say  it  was  the  1939  SS-100.  Others 
are  partial  to  the  1954  XK-120.  And,  of 
course,  a  most  compelling  argument 
could  be  made  for  the  celebrated  1963 
E-type.  But  the  time  has  come  to  put  all 
such  arguments  aside. 

Presenting  the  1992  XJS,  the  best 
sporting  Jaguar  ever  built. 

To  attain  that  lofty  status,  Jaguar 
engineers  incorporated  no  fewer  than 
1,200  refinements  into  the  new  XJS. 

They  range  from  a  new  fuel  manage- 
ment system,  that  enhances  its  legendary 
12-cylinder  performance,  to  a  redesigned 
interior  with  power  memory  seats. 
And  its  exterior  has  been  restyled  from 
its  European  headlamps  to  its  neutral 
density  taillights. 

Innovation  extends  even  to  the  man- 
ufacturing process,  the  most  advanced 
ever  instituted  by  Jaguar. 

All  of  which  means  we  can  now  offer 
the  best  warranty  in  Jaguar  history— 
four  years  or  50,000  miles— providing  a 
sense  of  security  that's  further  enhanced 
by  a  standard  driver's  side  airbag. 

Of  course,  there  may  be  those  who'd 
still  debate  the  issue.  But  at  Jaguar,  we 
think  the  new  XJS  settles  the  argument. 

For  your  nearest  dealer— who  can  pro- 
vide more  information  on  Jaguar's  limited 
warranty-call  1-800-4-JAGUAR. 

JAGUAR 
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PERSONAL  AFFAIRS 


with  pool.  Cost:  $310  to  $450  per 
person,  per  day. 

But  Le  Sport  is  no  drying-out  clinic 
or  regimented  health  farm.  All  the 
treatments  are  optional;  most  guests 
do  wind  up  getting  at  least  a  massage 
or  two,  and  perhaps  sampling  a  few 
other  treatments.  The  staff  are  St. 
Lucians,  who  seem  mildly  bemused 
by  the  treatments  they  have  been 
trained  to  provide — they  are  not 
Prussian  health  freaks. 

In  the  dining  room  overlooking  the 
sea,  there  is  also  a  special  cuisine  legere 
menu  for  folks  who  are  watching  their 
calories;  for  those  who  aren't,  there  is 
much  heartier  fare  cooked  up  by  Xavi- 
er  Ribot,  from  Brittany.  Most  guests 
opt  for  Ribot's  offerings.  And  most 
guests  also  partake  freely  of  the  free 
wine  and  cocktails  provided.  There  is 
a  piano  bar  that  stays  open  until  the 
last  guest  wants  it  to  each  evening — 
not  what  you'd  encounter  in  the  typi- 
cal health  spa. 

Barnard  also  ripped  a  page  from  his 
own  book  at  Couples,  and  offers  spe- 
cial wedding  packages.  In  months  like 
October  and  June,  the  sight  of  brides 
in  their  wedding  gowns  flitting  past 
guests  soaking  up  the  sun  or  doing 
laps  in  the  pool  is  commonplace. 
Sometimes  there  are  as  many  as  five 
weddings  a  day  on  the  grounds. 
(Most  of  the  couples  are  British,  and 
most  are  second  or  third  time 
around.) 

Then  there's  free  archery,  golf  at  a 
nearby  course,  morning  hikes,  scuba 
lessons,  snorkeling,  sailing,  windsurf- 
ing, water  skiing  and  tai  chi.  Transfers 
from  the  airport  are  also  included.  If 
you  and  your  spouse  stay  at  least  one 
week,  you  even  get  a  $349  credit  for 
one  person  toward  airfare  from  the 
U.S.  (except  during  the  always  frenet- 
ic weeks  around  Christmas,  Dec.  15 
through  Jan.  2). 

Moral:  Ifyou're  Caribbean-bound, 
have  your  travel  agent  look  into  all- 
inclusive  packages  (see  table).  They'll 
probably  save  you  some  dollars; 
they'll  definitely  save  a  lot  of  aggrava 
tion.  And  note:  With  San  Juan  now 
the  air  hub  for  so  many  flights  into  the 
Caribbean,  you  may  well  have  to 
change  flights  there.  The  terminal's 
public  lounges  can  get  very  crowded; 
membership  in  American  Airlines' 
Admirals  Club  is  recommend- 
ed.     -W.G.F.  and  DAYID  Si ix      ■■ 
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prices  for  your  contemporary  artworks 
inevitably  rise  when  the  artist  dies? 

The  hazards 
of  deathbed 
speculation 


By  Christie  Brown 

IT'S  A  common  belief  that  the  mo- 
ment a  famous  artist  dies,  prices  of  his 
or  her  art  jump  like  the  stock  of  a 
company  put  into  play  by  the  death  of 
its  founder.  "It's  the  van  Gogh  fanta- 
sy," says  Diane  Upright,  head  of  con- 
temporary art  for  Christie's  in  New 
York.  She  means  that  anyone  who 
bought  van  Gogh's  paintings  when 
he  was  a  contemporary  artist  watched 
prices  go  ballistic  in  the  decades  that 
followed  his  death  in  1890. 

But  in  fact  it  is  never  that  simple. 
Affecting  art  values  are  many  factors 
that  can  have  little  to  do  with  the 
artist's  fame  or  position  in  the  art 
history  books. 

Take  Pablo  Picasso.  When  Picasso 
died  in  1973,  at  the  age  of  91,  thou- 
sands of  his  works  had  already  been 
sold  and  a  large  number  of  additional 
works  were  left  in  his  estate.  These 
were  to  be  divided  among  his  three 
children,  two  grandchildren,  his  wid- 
ow— and,  it  turned  out,  the  French 
government,  in  lieu  of  death  taxes. 

Expecting  a  flood  of  paintings  to 
hit  the  market  after  Picasso  died,  seri- 
ous collectors  sat  on  the  sidelines.  As 
volume  dropped,  so  did  prices.  But 
when  the  expected  flood  tailed  to 
materialize  after  three  years,  the  mar 
ket  began  to  firm  up  again. 

As  the  art  market  has  become  more 
liquid  and  collectors  more  knowl 
edgeable,  it  has  become  a  better  dis- 
counting machine.  As  the  price  o\  a 
stock  often  anticipates  the  death  o\\\ 
controlling  stockholder,  so  deathbed 
speculation  often  pushes  the  price  ot 
older  artists'  works  to  unreasonabh 


Pablo  Picasso  in  1931 

After  his  death  the  market  sagged. 


high  levels — only  to  correct  down 
ward  after  the  artist  dies.  Notes  New 
York  art  consultant  Barbara  Guggen- 
heim: "If  the  artist  is  sick  or  aged,  like 
Rufino  Tamavo  [  1  899  1 99 1 1, 1  arise 
Nevelson  [1899  1988]  or  Henrv 
Moore  [1898-1987],  the  market 
goes  up  before  they  die,  then  declines 
afterward." 

When  the  artist  is  young,  and  dies 
unexpectedly,    the    market    can    e\ 
plodc,  only  to  crash  soon  after.  Gfaffi 
ti  artist  lean  Michel  Rasquiat.  Andy 
Warhol's  protege,  died  ofa  drug  o\ 
dose  in   1988  ai  age  28    "People 
suddenly  paid  $400,000  for  paintings 
1  doubt  you  could  get  SI 00,000  tor 
toda\ .'*  says  Arnold  Glimcher,  owner 
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TO  SEND  AGIFT  OF  ABSOLUT*  VODKA  (EXCEPT  WHERE  PROHIBITED  BY  LAW)  CALL  1-800-243-3787. 
PRODUCT  OF  SWEDEN.  40  AND  50%  ALC/ VOL  (80  AND  100  PROOF).  100%  GRAIN  NEUTRAL  SPIRITS.  ©  1990  CARILLON  IMPORTERS,  LTD.,  TEANECK,  NJ. 


PERSONAL  AFFAIRS 


of  New  York  City's  Pace 
Gallery. 

Ironically,  the  belief 
that  one  should  buy  an 
artist's  works  before  the 
artist  dies  is  so  pervasive 
that  it  sometimes  discour- 
ages would-be  collectors 
from  buying  the  works  af- 
ter the  artist's  death. 
"The  fallacy  that  prices 
rise  is  so  widely  believed 
that,  in  fact,  it  becomes 
harder  to  sell  his  paintings 
when  the  artist  dies,"  says 
New  York  art  dealer  An- 
dre Emmerich.  "So  the 
poor  schnook's  work  in 
fact  goes  into  a  decline."       ■■■■ 

The  works  of  Hans 
Hofmann  (1880-1966)  nearly  met 
this  fate.  Hofmann's  paintings  had  an 
active  market  while  he  lived,  with 
prices  peaking  at  about  $25,000  for 
his  best  works.  But  after  his  death  the 
Andre  Emmerich  Gallery,  agent  for 
over  100  Hofmann  paintings  remain- 
ing in  the  estate,  could  hardly  find  a 
single  buyer. 

With  support  from  Hofmann's 
heirs,  Emmerich  did  some  clever  mar- 
keting. Every  year  his  gallery  mount- 
ed a  Hofmann  exhibit  and  marked  up 
prices  10%.  Nothing  was  selling,  but 
the  price  increases  created  the  impres- 
sion that  values  were  rising.  Within  a 
few  years,  the  impression  became  real- 
ity as  Hofmann's  paintings  started 
selling  again.  Today  his  best  paintings 
routinely  fetch  over  $1  million. 

Beware  the  artist  who  tries  too  hard 
to  control  the  market  for  his  paintings 
from  the  grave.  For  example,  graffiti 
artist  Keith  Haring  died  of  aids  last 
year  at  the  age  of  31.  During  the 
months  before  his  death,  when  it  was 
widely  known  he  had  aids,  specula- 
tors pumped  up  the  prices  of  Haring's 
works  dramatically.  But  a  year  after  his 
death,  the  market  collapsed  as  the 
speculators  unloaded. 

It  won't  be  easy  for  the  prices  of 
Haring's  art  to  recover.  Haring  had 
set  up  a  foundation,  willed  it  thou- 
sands of  his  paintings  and  drawings, 
and  left  specific  instructions  that  the 
foundation  not  sell  anything  "except 
in  ^\^  emergency."  This  had  the  effect 
of  removing  much  of  his  oeuvre  from 
the  collecting  world.  And  the  founda 
tion  can't  even  get  a  commercial  gal 


Graffiti  artist  Keith  Haring,  who  died  in  1990 

Prices  rose  on  news  he  had  AIDs,  dropped  after  he  died. 


lery  to  show  its  extensive  collection, 
since  the  works  are  not  for  sale.  Re- 
sult: With  no  product  available  and  no 
place  for  the  foundation  to  show  his 
works,  Haring  is  becoming  a  dim 
memory.  Similar  fates  have  befallen 
abstract  painter  Clyfford  Still  (1904- 
80)  and  sculptor  Isamu  Noguchi 
(1904-90).  They,  too,  established 
foundations  that  do  not  sell  their 
works.  So  not  much  is  out  there,  and 
markets  have  dwindled. 

But,  for  every  rule  in  the  art  market, 
there  is  an  exception.  The  Adolph  and 
Esther  Gottlieb  Foundation,  Inc. 
owns  hundreds  of  works  by  abstract 
painter  Adolph  Gottlieb  (1903-74). 
Working  closely  with  its  primary  deal- 
er, New  York's  powerful  M.  Knoedler 
&  Co.,  the  foundation  has  been  care- 
fully   selling    Gottlieb    paintings    at 


Jean  Michel  Basquiat  (1960-88) 
From  $400,000  to  $100,000. 


managed  prices — a  mar- 
keting strategy  that  may 
have  cost  the  gallery  some 
short-term  profits  but  also 
created  a  stable  market  in 
Gottlieb  paintings  for  se- 
rious collectors. 

"In  the  mid-Eighties 
we  could  have  said,  'Let's 
move  everything  up  by  S 1 
million,'  but  we  chose  not 
to,"  says  Sanford  Hirsch, 
executive  director  of  the 
Gottlieb  Foundation  in 
New  York.  "My  fears 
were  that  it  would  appre- 
ciate some  small  segment 
of  Gottlieb's  work,  at  the 
longer-term  expense  of 
the  larger  body  of  his 
work."  Gottlieb's  best  paintings, 
which  sold  for  around  S40,000  in 
1974,  now  sell  for  over  $600,000. 

The  jury  is  still  out  on  whether  the 
brilliant  abstract  painter  Robert 
Motherwell  (1915-91)  did  the  wise 
thing  when  he  willed  the  hundreds  of 
paintings  in  his  estate  to  museums  on 
his  death  this  past  July.  According  to 
Lawrence  Rubin,  president  of  Moth- 
erwell's primary  agent,  Knoedler. 
prices  for  the  artist's  works  haven't 
changed  since  his  death.  But  while  he 
was  alive,  Motherwell's  paintings  of 
ten  fetched  in  the  secondary  auction 
market  half  as  much  as  they  sold  for  in 
the  primary  market  at  Knoedler.  And 
his  "Elegy  for  Spanish  Republic 
#125,"  which  set  a  record  for  his 
works  when  it  was  auctioned  for  S 1 . 1 
million  to  a  Japanese  collector  in 
1989,  brought  onlv  $473,000  when 
auctioned  again  this  past  May. 

So  what  should  a  collector  expect 
when  an  artist  dies:  There  is  no 
straightforward  answer.  But  it  seems 
to  stimulate  longer  lasting  interest  in 
the  artist's  w  orks  if  the  artist  has  had  a 
long  life,  if  the  estate  has  a  smart 
executor,  and  if  the  economj 
Strong.  For  example,  when  Marc 
Chagall  died  m  1985,  at  age  97,  mam 
thought  his  works  would  go  do 
because  of  the  huge  quantity  out 
standing.  Hut  Chagall  pric< 

"He  died  in  a  boom  vcar."  says 
David  Nash,  international  directo: 
Sotheby's  impressionist  m^\  modem 
painting  department  "YouVe  got  to 
be  luckv  enough  to  die  when  the 
Japanese  are  buying."  ■ 
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When  it  comes  to  overnigfht  business  trips, 
there's  only  one  element  we  cant  control. 

Living  out  ol  a  suitcase  isn't  easy.  Which  is  why,  at  Doubletree  Hotels  and  Club 
I  lotcls,  we  taUe  the  time  to  meet  the  individual  needs  ol  business  travelers. 

I 'pon  your  arrival,  you'll  lind  elegant  accommodations  and  a  warm,  Iriendly  atmo- 
sphere. Inil  what  really  sets,  ns  apart  is  our  people.  Because  at  Doubletree,  we  have  a 
tradition  ol   making  each  guest  leel  special.  $3bsi^^g§^ 

iN>  the  next  time  von  have  an  overnight   business  11       ll      11-21      1/1     DTjC 

n    II  "    11    *    1   I         l     .  .11   J^v-AJOLC,  1  KEH 

trip,  give   Doubletree  a  call.  Anil  tbe  only  thing  von  II     HOTELS 
:    have  to  worry  about  is  bringing  an  umbrella.  1-800-528-0444 


Minnesota 


i.i Uc  >.. ii  t<>  C.i natla,  stav  wiili  our  pariiur.   Canadian  lacific  s4  Hotels  &  Resorts   1-800-828-7447. 
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Companies  will  pay  ridiculous  sums  for  their  executives 
to  learn  how  to  use  the  right  fork. 

The  image 
merchants 

By  Manjeet  Kripalani 


No  one  ever  went  broke  underesti- 
mating the  things  that  American 
companies  will  pay  for — but  image 
consultants? 

These  are  people  who  claim  to  help 
executives  get  ahead  by  making  them 
talk,  look  and  feel  better.  And  by  at 
least  one  indication,  business  is 
booming.  The  1991  Directory  of  Per- 
sonal Image  Consultants  (Image  In- 
dustry Publications  of  Staten  Island, 
N.Y.;  $35)  currently  lists  364  image 
consultants,  up  from  a  mere  36  in 
1978.  And  what  a  selection.  Within 
the  directory  you  can  find  110  image 
consultants  selling  voice  and  groom- 
ing lessons.  There  are  161  firms  offer- 
ing color  and  wardrobe  analysis. 
There  are  also  many  image  consul- 
tants who  claim  they  sell  self-esteem 
and  savoir  faire. 

What's  behind  this?  Image  consul- 
tants sell  into  their  clients'  basic  inse- 
curities. Some  men  and  women,  for 
example,  distrust  their  own  judgment 
when  buying  clothes  and  hire  people 
to  help  them.  Others  are  scared  to 
death  to  talk  in  front  of  an  audience; 
rather  than  join  Toastmasters  for  a 
small  fee,  they'll  pay  serious  money  to 
someone  who  promises  to  make  them 
a  great  public  speaker.  And  during 
times  when  the  economy  is  slow, 
companies  and  individuals  alike  will 
go  to  strange  lengths  to  gain  a  per- 
ceived edge. 

"When  times  are  b^.\  people  be- 
come frantic  aboui  survival  and  their 
focus  shifts  to  relatively  trivial  issues. 
They  get  preoccupied  with  image  and 
lose  contact  with  substance,"  says 
organizational  consultant  Dr.  Ed 
ward  Shapiro,  psychoanalyst  -\nd 
medical  director  of  the  Austen  Riggs 
Center  in  Stockbridge,  Mass  Moan 
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Sarnoff  of  Speech  Dynamics 
Advice  for  $600  an  hour. 


while,  there   is  only  anecdotal   evi- 
dence that  any  of  this  self-improve 
ment  actually  helps  one  to  get  ahead 
in  the  job. 

According  to  Jacqueline  Thomp- 
son, publisher  of  the  image  consul 
rants  directory,  fads  regularly  sweep 
through  the  image  consulting  indus 
try.  A  tew  years  back,  for  example, 
do/ens  oi  these  consultants  special 
ized  in  giving  advice  about  what  col 
ois  their  clients  looked  best  in.   Then 
they  moved  on  to  what  clothes  to 
wear;  this  i\k\  culminated  with  John 
Molloy's  Dress  far  Success.  How  now! 


Advice  on  corporate  etiquette — in-| 
eluding  the  proper  way  for  an  execu- 
tive to  hold  his  or  her  fork.  In  a  nice] 
example  of  line  extension,  a  growing] 
number  of  image  consultants  now  tefij 
people  how  to  hold  their  chopsticks] 
and  otherwise  be  socially  acceptable] 
when  doing  business  overseas. 

Hard  though  it  is  to  believe,  com- 
panies really  do  pay  for  this  stuff.  Top  ] 
image  consultants  like  Dorothy  Sar-1 
noff,  of  New  York's  Speech  Dynam- 
ics, and  Camille  Lavington,  with  an] 
eponymous  firm,  get  S600  per  hour 
for    individual    consultations,    and 
charge  up  to  $13,000  for  corporate] 
seminars. 

So  what  do  you  get  for  your  mon- 1 
ey?  With  Dorothy  Sarnoff,  a  woman  j 
who  won't  tell  her  age  and  whose  best 
talent  may  be  self-promotion,  you  get  I 
to   learn   about    "the    five   positive 
vibes."  The  vibes  are  (1)  jov,     2) 
concern,  (3)  enthusiasm,  (4)  sincerity! 
and  (5)  authority.  Sarnoff  claims  she 
can  imbue  managers  with  these  quali- 
ties and  make  them  better  presenters 
and  public  speakers,  among  other 
things.  She  does  this  by  interviewing 
her  clients  in  front  of  a  video  camera, 
and  playing  the  tape  back  and  critiqu- 
ing the  images  they  exude. 

Managers  can  also  sign  up  for  the 
full-service  image  workup.  An  insur- 
ance manager  whose  company  felt  she 
lacked  polish  was  sent  to  see  Camille 
Lavington.  Lavington,  whose  experi- 
ence in  protocol  comes  from  stints  in 
marketing  and  advertising,  and  as  an 
executive's  wife,  snipes  that  many  o( 
her  competitors  in  the  image  field  arc- 
nothing  more  than  "Kmart  type 

During  the  course  of  four  years,  the 
insurance  company  manager  saw  Lav- 
ington four  times,  lavington  would 
take  her  to  a  private  club,  where  s 
taught  the  woman  dining  tips  like 
tearing  toast   into  small  pieces  and 
holding  a  cold  glass  of  orange  juice  by 
the  stem.  The  client  was  also  taken  bv 
the  hand  to  Ferragamo's  for  its  signa 
ture  shoes  .\nd  Bergdorf  Goodman 
for  accessories.  Lavington  even 
COTtcd  her  to  a  cocktail  party,  wi\ 
the  manager's  party  banter  was  im- 
proved upon.  Lavington's  total 
around  $15,000. 

There  is  also  the  group  treatment. 
Seven  middle  to  senior  level  manag 
ers.it  Pfizer, Sea  1  and  s  Oigital 

Equipment  Corp.  ^w<\  <  sx  Corp.  re 
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Image  guru  Frederick  Knapp 
"Little  nuances"  are  key. 


cently  flew  (at  their  companies'  ex- 
pense) to  New  York  to  attend  Freder- 
ick Knapp  Associates'  two-day  Exe- 
culmage  seminar.  Knapp,  61,  is  a 
former  Sears  sales  executive  who 
charged  $895  per  head  to  teach  what 
he  calls  "the  little  nuances."  Included 
in  the  sessions  was  advice  on  how  to 
survive  a  meal  when  your  cherry  to- 
mato rolls  across  the  table — you  apol- 
ogize— and  what  to  do  with  your 
napkin  when  you  get  a  mid- meal 
phone  call  (if  the  napkin  is  soiled, 
leave  it  on  your  chair).  And  when 
asked  to  pass  the  salt?  Pass  the  pepper 
as  well. 

Knapp  allowed  a  reporter  to  sit  in 
on  the  seminars  held  in  his  Madison 
Avenue  conference  room.  The  seven 
managers  listened  intently  as  Knapp 
lectured  on  proper  public  speaking 
and  platform  posture.  Sonic  of  the 
advice:  Wear  blue  suits  for  attention, 
not  brown.  Keep  your  feet  6  to  8 
inches  apart  for  balance;  clasp  both 
hands  in  front  of  you  for  confidence. 
And  if  given  a  choice,  always  pick  the 
lectern  on  the  audience's  left  (Knapp 


says  it's  the  "stronger"  side  of  the 
stage  because,  as  in  reading,  American 
eyes  naturally  go  to  the  left). 

Still  other  image  consultants  spe- 
cialize in  wardrobe  building.  Based  in 
St.  Louis,  Mo.,  Virginia  Horton- 
Bettman  will  help  choose  hairstyles 
and  outfits  for  executives.  She  also 
supplies  advice  on  proper  executive 
car  styles.  "If  you  work  for  the  big 
three,  don't  drive  a  Japanese  car,"  she 
says.  "If  your  boss  drives  a  Buick, 
don't  buy  a  Caddy.  If  you're  a  stock- 
broker, cruise  in  a  Porsche."  For  her 
services,  Horton-Bettman  has  been 
paid  $  1 ,500  per  day  by  companies  like 
Anheuser-Busch  -\nd  A.G.  Edwards, 
the  St.  Louis-based  stockbrokers. 

It  gets  flakier.  ODT  Inc.,  m\  Am 
herst,  Mass. -based  image  firm,  sells  a 
Self  esteem  Passport  for  SI 0.  Its  table 
of  contents  contains  the  Be  Proud  o\ 
Your  Looks  Visa  and  the  Sclf-Confi 
dencc  Visa.  William  Thourlby,  a  tor 
mer  model  who  was  the  first  Marl 
boro  man,  also  markets  a  Passport  to 
Power  seminar.  T here  he  advises  insc 
cure  managers  on  "impression  man 
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Virginia  Horton-Bettman 
Stockbrokers  need  Porsches. 


agement"  and  "emotional  manage- 
ment"— in  other  words,  the  impor- 
tance of  dressing  and  talking  right. 
Among  other  things,  Thourlby  rec- 
ommends a  half-Windsor  knot  for 
your  necktie  if  you  have  a  round  face. 
He  also  gives  tips  on  how  to  fix  your 
pocket  handkerchief. 

For  its  executives  who  travel  rre- 
quendy  overseas,  AT&T  has  customari- 
ly offered  training  on  international 
business  customs  and  protocol,  such 
as  eating  Asian-  or  English-style,  and 
how  to  present  business  cards  in  Japan 
(with  both  hands  and  with  Japan* 
script  facing  the  other  person,  pleas 
Up  until   1981   the  company  relied 
entirely  on  outside  image  consultants 
for  this,  but  it  now  has  ^n  in- house 
protocol  department  of  seven,  iv 
of  whom  have  overseas  experience. 

Then  there  are  books.  Information 
on  cross  cultural  etiquette  can  be 
learned  from  a  number  of  helpn.il 
books  like  D§\  '<».*  Around  the 

World  b\  Roger  Axtell( John Wilcj  & 
Sons,  $10.95     As  tor  manners,  Isti- 
na  Bmidrjfit  V  C  'omplctc  Guide  : 
uttvc   Mtmtun     Raw  son    Associ..: 
$29  S>5       S    a    fairly    comprchen- 
handholder. 

Otherwise, don't  slurp  \  our  soup — 
mk\  keep  your  fork  in  your  left  hand. 
We'll  bill  you  separate])  H 
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Id  a  Rolls  strong  after  three-quarters  of  a 

lay  as  it  did  century  and  more  than  half  a  mil- 

lion miles. 

Even  now  you  can  test  the 
extraordinary  smoothness  of  the 
Silver  Ghost's  engine  by  balancing 
a  coin  on  the  radiator.  Just  as  Sir 
Frederick  Henry  Royce  first  did  all 
those  years  ago. 

Today,  Rolls-Royce  motor  car 
engines,  while  being  technologically 
current  and  computer  precise,  con- 
tinue to  be  painstakingly  assembled 
by  hand.  As  they  were  then. 

And  their  renown  for  power, 
smoothness  and  silence  continues 
to  grow. 

Simply  the  best  motor  car 
in  the  world. 

The  Rolls-Royce  motor  car  has,  you 
might  say,  been  in  development  for 
of  over  85  years.  A  gradual,  systematic 

i't  been  evolution  with  every  improvement 

)Hs-  thoroughly  researched,  tested  and 

xmd.         perfected  before  acceptance. 

A  process  that  has  led  to  the 
fabled  Rolls-Royce  ride,  now  further 
enhanced  through  a  remarkable 
electronic  suspension  system*  that, 
automatically  and  instantaneously, 
adjusts  to  meet  changing  road 


a 
tive. 

)lls-Roy< 
H  are 


surfaces  and  driving  conditions. 

A  load-leveling  system  so 
finely  tuned  that  it  even  compen- 
sates for  the  gradual  emptying  of 
the  fuel  tank. 

A  radiator  grille  so  intricately 
handcrafted  that  only  seven  men  in 
the  world  are  qualified  to  build  one. 

Aesthetic  refinements  such  as 
rare  woods  from  around  the  world, 
hand-cut  and  perfectly  matched  to 
create  veneers  no  two  motor  cars 
will  ever  share. 

All  in  all,  a  culmination  of  devel- 
opments of  sufficient  importance 
to  justify  a  visit  to  an  authorized 
dealer.  To  arrange  for  an  appoint- 
ment, or  to  receive  Rolls-Royce  liter 
ature,  simply  call  1-313-350-0500. 

Owning  one  will  not  make 

you  a  different  person.  Yet  you 

won't  be  the  same,  either. 

Every  motor  car  in  the  world  can 
be  compared  to  others  in  its  class. 
Except  one.  The  Rolls-Royce  motor 
car.  It  defines  its  own  class. 

Which  gives  an  owner  the  sin- 
gular distinction  of  attaining  a  goal 
all  but  abandoned  in  today's  ntj 
homogenized  society. 

Individuality. 

And  how  can  one  ever 
be  the  same  after  that? 


and  fadiatof  rjr*e  s<e  reqis'ered  trademarks  'Available  on  sedan  models,  and  on  1992  convertibles. 
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What's  up,  John? 

Billionaire  John  Kluge  has  been 
struggling  to  fix  Orion  Pictures 
Corp.,  the  moneylosing  moviemaker 
in  which  he  has  a  70%  stake  and  more 
than  $200  million  in  paper  losses.  But 
elsewhere  in  his  vast  portfolio,  the 
nation's  richest  man  (estimated  net 
worth,  $5.9  billion)  has  plenty  of  new 
ideas.  With  several  partners,  including 
Comsat,  Kluge  owns  an  outfit  called 
International  Telcell,  which  is  rushing 
to  set  up  quicker,  cheaper  wireless 
cable  stations  across  eastern  Europe. 
He  bought  a  significant  stake  in  the 
partnership  early  last  year  for  an  un- 
disclosed sum. 

Though  many  consumers  in  places 
like  Romania  and  Soviet  Georgia 
don't  have  enough  money  for  pota- 
toes, much  less  for  televisions,  Kluge 
believes  the  future  is  bright.  "There 
may  be  obstacle  courses,"  he  says, 
"but  you've  got  to  believe  these 
countries  eventually  will  succeed,  and 
that's  why  we're  there." 

TelcelPs  Moscow  station  features 
BBC  reports  and  children's  shows  that 
already  reach  11  million  viewers.  By 
next  summer  Kluge  expects  to  be 
operating  at  least  16  channels  in  five 
countries  in  the  region. 

Back  home,  where  many  investors 
are  fleeing  the  hotel  business 
(Forbes,  Oct.  28),  Kluge  happily 
bought    Manhattan's    tatty    Empire 


Billionaire  John  Kluge 

Eastern  Europe  "will  succeed." 
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Hotel  for  at  least  $64  million  in  early 
1990.  Since  then  he  has  borrowed 
another  $64  million  and  put  in  S25 
million  of  his  own  to  renovate  the 
350-room  mammoth.  After  a  lavish 
overhaul  and  a  clever  tie-in  to  Radis- 
son  Hotels'  booking  system,  the  Em- 
pire is  running  an  occupancy  rate  of 
nearly  80% — nicely  above  the  indus- 
try average  of  roughly  60%. 

Kluge 's  two  young  technology 
firms,  Axon  Systems  Inc.  and  Metro- 
media Technologies,  are  also  doing 
well.  Axon  makes  electronic  sensing 
equipment  to  monitor  brain  activity 
of  surgical  patients.  On  $1  million  in 
1990  revenues,  the  five-year-old 
company  turned  a  small  profit.  Last 
year  Metromedia  Technologies, 
which  "paints"  billboards  with  com- 
puter-generated designs,  branched 
into  doing  theatrical  stage  sets.  That 
pushed  revenues  past  $17  million. 

At  77,  Kluge  is  still  on  the 
move.  -Lisa  Co]  EMAN 

Paper  pusher 

Caw  Clement  Landegger,  chair- 
man of  privately  held  Black  Clawson 
Co.,  is  betting  his  family's  $730  mil- 
lion fortune  on  the  recycling  industry. 
Last  year  alone  at  least  140  recy 
cling  laws  were  enacted  in  38  states. 
,wk\  31  states  already  require  that  20% 
to  50%  of  newsprint  be  recycled  by  the 
year   2000.    landegger  ts   gambling 


Paper  tycoon  Carl  Clement  Landegger 
A  big  bet  on  recycling. 


that  public  policy  can  fire  up  demand  /.'.;• 
for  his  de-inking  installations  and  or: 
er  recycling  equipment,  which  can  k 
cost  up  to  S50  million  a  pop. 

And  he  wants  to  dominate  eve: 
phase  of  the  recycling  business.  Lastir; 
fall  he  bought  Zimpro  Passavant  En-  i'. 
vironmental  Systems  (1991  sak 
million),  a  major  supplier  of  advanced  c: 
equipment  for  pollution  control  and 
sludge  disposal.  (When  paper  is  reo    "" 
ded,  10%  to  15%  of  the  volume  ends- 
up  as  a  sludgy  stew  of  water,  clay,  as 
ink  and   fibers. )    Landegger   is   also 
spending  $5  million  to  expand  re-  | 
search  and  development,  particulariv 
for  recycling  paper  and  plastic. 

After  spending  more  than  $50  mil- 
lion in  the  past  year  preparing  for  a 
recycling  boom,  Landegger  sees  great 
things:  By  fiscal  1993  he  thinks  his 
sales  o\  recycling  equipment  will  hit 
$150  million,  up  from  $^0  million — 
or  50%  of  his  companies1  total  sales — 
in  fiscal  1991. 

Landegger.  61,  i^  an  intense  com 
petitoi  who  has  run  15  marathons  in 
the  last  20  years.  He  also  sees  the  value 
in  old  things:  1  lis  office  in  Manhat 
tan's  Chrysler  Building  is  tilled  with* 
archeological  treasures  from  his  i" 
at  pre  Columbian  sites  in  Latin  Air. 
ica.  While  skeptics  wonder  whether 
recycling  will  ever  become  a  major 
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jdustry  (Forbes,  Oct.  14),  Landeg- 
:r  relishes  the  challenge.  "My  life 
m  only  be  justified  by  being  part  of 
le  elite  group  that  makes  things.  My 
isiness  motivation  is  to  make  some- 
nng  and  to  make  it  bigger  and  bet- 
rr."  -Toddi  Gutner 

assing  the  bucks 

an  Francisco  49er  quarterback  Joe 

lontana  has  become  a  mutual  fund 

esman.  Like  any  star  athlete  these 

ays,  Montana  endorses  everything 

om  Wheaties  to  Nike  shoes  and 

uprin  pain  reliever.  But  he  is  also  in 

rint  ads,  sometimes  with  his  wife  and 

hree  children,  as  a  spokesman  for  the 

;ranklin    Group    of    Funds.    The 

orbes  Mutual  Fund  Survey  gives  the 

;ranklin  funds  good  grades  for  invest- 

ng  in  down  markets,   but  weaker 

cores  for  managing  in  up  markets. 

It   was    Montana's    agent,    Peter 
Johnson,  who  recommended  that  the 
quarterback  invest  in  various  Franklin 
funds,  which  are  operated  from  San 
mfMateo,  Calif.  Montana,  who  makes 
$4  million  a  year  playing  ball  and  at 
east  $5  million  in  product  endorse- 
ments, agreed  with  Johnson's  choice 
wholeheartedly.  "They're  local  here, 
they  had  great  rates,  they're  conserva- 
and  they're  very  diversified  in 
things  that  we  felt  like  we  were  going 
to  need,"  says  Montana.  "We  just 
f 


Quarterback  Joe  Montana 

Having  a  ball  with  mutual  funds. 
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wanted  to  find  someone  to  take  care 
of  the  money  and  not  lose  it." 

After  Montana  became  an  investor, 
Franklin  got  interested  in  him.  Says 
Gregory  Johnson,  Franklin's  vice 
president  of  marketing  (and  not  a 
relative  of  agent  Johnson):  "We 
wanted  to  show  that  Joe,  as  well  as  he 
does  in  football,  still  needs  help  man- 
aging money."  In  September  Mon- 
tana signed  a  two-year  contract  with 
Franklin  and  has  an  option  for  a  third 
year.  Montana  invests  in  four  Franklin 
funds  for  now;  he  declines  to  say 
which  ones. 

Montana,  35,  will  be  sidelined  the 
rest  of  this  season  because  of  elbow 
problems  and  wrist  surgery.  While 
building  a  new  home  in  Atherton,  an 
affluent  San  Francisco  suburb,  he  has 
been  taking  golf  lessons  and  ponder- 
ing what  to  do  in  two  or  three  years 
when  he  figures  his  career  will  end. 
His  dream:  buy  a  few  acres  in  Napa 
Valley,  make  some  wine  and  persuade 
his  wife,  Jennifer,  to  run  a  tiny  Italian 
restaurant  alongside.  "I  figure  if  we 
made  lunch  or  dinner,"  Montana 
laughs,  "I  could  play  golf  in  the 
morning."  -VlCKI  Contavespi 

Blue  skies  ahead 

Will  health  care  be  a  big  issue  in 
next  year's  elections?  Bernard  Tres- 
nowski  doesn't  think  so.  Tresnowski, 
59,  is  president  of  the  Blue  Cross  & 
Blue  Shield  Association,  the  nation- 
wide group  of  73  health  insurance 
plans  that  cover  70  million  Americans 
(1990  revenues,  $63  billion). 

Blue  Cross'  polls  show  people  are 
still  more  worried  about  taxes,  jobs 
and  crime.  Tresnowski  does  think 
Congress  will  pass  a  plan  to  reform 
small-group  insurance  by  1993.  That 
would  assure  small  companies  that 
they  won't  have  coverage  dropped  or 
their  premiums  tripled  when  an  em- 
ployee takes  ill.  This  would  be  a  boon 
to  Blue  Cross,  since  some  commercial 
carriers  insure  only  the  healthiest 
groups,  leaving  Blue  Cross  plans  with 
more  of  the  sick  and  therefore  higher, 
less  competitive  rates. 

Next,  Tresnowski  hopes  Congress 
will  change  the  tax  laws  along  the  lines 
of  a  new  Blue  Cross  proposal  to  give 
employers  tax  breaks  only  on  insur- 
ance bought  from  "qualified  car- 
riers," which  have  controlled  costs 


Bernard  Tresnowski  of  Blue  Cross 
He's  learned  to  live  with  a  bad  knee. 


through  managed  care. 

What's  managed  care?  Health 
maintenance  organizations  pay  doc- 
tors a  salary  or  fixed  fee  per  patient, 
killing  the  incentive  to  do  unneeded 
tests;  insurers  contract  with  select 
hospitals  for  lower  prices  on  cosdy 
items  like  organ  transplants.  Tres- 
nowski thinks  managed  care  can  tame 
the  rampaging  growth  in  medical 
spending,  which  last  year  rose  10.5%, 
to  $666  billion,  or  12.2%  of  the  gross 
national  product. 

The  burly  executive  knows  about 
all  this  firsthand.  He  has  an  old  foot- 
ball knee  injury  that  was  operated 
on — to  no  benefit.  "I  still  can't  squat 
or  do  a  lot  of  things,"  Tresnowski 
says.  "I've  talked  to  orthopedic  sur- 
geons since  who  said,  'You  know, 
Barney,  you  made  the  judgment  to 
play  football,  and  you're  just  going  to 
have  to  live  with  the  damage.'  "  Put 
another  way,  Tresnowski  and  his  in- 
surers would  have  been  better  off  not 
spending  the  money.  It's  a  lesson  he 
thinks  managed  care  can  soon  apply 
more  broadly,  using  new  research 
into  which  treatments  work  best. 

Adds  Tresnowski:  "If  you're  talk- 
ing about  major,  grandiose,  full-scale 
health  care  reform,  you're  looking  at  a 
very  long  time,  probably  not  until 
after  1996.  But  if  you're  talking  about 
steady,  evolutionary,  incremental 
change,  it's  happening  right  now." 
-Janet  Novack    rm 
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Should  The  U.S.  Reorient  Its  Thinking  ? 


Think  about  it.  Of  the  U)  largest  banks  in 
the  world,  8  are  Japanese.  None  are  American. 
Asian  companies  make  47%  of  the  TV  sets  sold 
in  the  U.S.,  while  America  makes  a  mere  1 2 
Is  the  real  story  hidden  between  the  lines? 
Find  out  in  Financial  World.  We  go 
beyond  the  bottom  line  to  scrutinize 
the  inscrutable  issues.  With  the 


depth  and  insight  vou  need  to  understand 
the  impact  of  tariffs,  protectionism,  and  work 
ethic  on  corporate  perforrnar.,  :  from 

our  Tokyo  Bureau.  That's  reading  be 
the  lines.  It's  \vhv  nearly  1 300,000  readers 
flag  down  a  copy  of  Amei  viest 

Business  Maca/ine.  Every : 
ust  like  the  sun  rises  in  the  a 
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BY  ERIC  S.  HARDY 


■The  strong  rally  in  small-cap  growth 
locks  has  somewhat  overshadowed  a 
Irnilar  rally  in  the  small -cap  value 
locks  sector,"  says  Denis  Laplaige, 
lortfolio  manager  of  the  Mainstay 
■alue  Fund.  Laplaige's  $50  million 
lortfolio  is  up  35%  so  far  in  1991, 
fcmpared  with  the  25%  total  return  in 
lie  Barra  All- US  index.  The  50  or  so 
locks  in  the  Mainstay  Value  Fund 
lortfolio  have  an  average  price/earn- 
ligs  ratio  of  only  13,  well  below  the 
larra  index  stocks'  average  P/E  of  25. 
Laplaige  says  his  low-multiple  portfo- 
In  is  probably  less  vulnerable  to  a 
market  decline  than  the  average 
Irowth  fund. 

I  One  of  Laplaige's  favorites  is  Off- 
Ihore  Logistics,  which  provides  heli- 
copter transportation  to  oilfield 
porkers  in  the  Gulf  of  Mexico.  The 
ttock  does  not  pay  a  dividend  but  has 
i  P/E  of  only  7.  Laplaige  also  likes 
Grown  Crafts,  which  makes  bedding 
supplies  and  pays  a  small  dividend. 


Correction 


Column  heads  for  the  best  and  worst 
performers  shown  on  last  issue's  Mutual 
Fund  Review  page  were  transposed. 
The  correct  data  for  the  12  months 
tended  September  are  shown  below. 


Fund 

Total 
return 

Fund 

Total 
return 

AIM  Charter 

36.2  % 

ASAUmited 

-24.3  % 

AIM  Weingarten 

42.2 

Alliance  Bond-Hi  Yield 

27.3 

Benham  Target  2005 

31.7 

Bull  (Bear Gold 

-13.0 

Berger  100 

81.7 

Dean  Witter  Hi  Yield 

15.8 

Bergstrom  Cap 

67.4 

Fidelity  Set-Precious 

-11.4 

CGM  Cap  Devel 

98.5 

First  Inv  Hi  Yield 

17.0 

Fidelity  Contrafund 

57.5 

Keystone  B-4 

18.3 

Fidelity  Growth 

59.1 

Keystone  Precious 

-7.5 

Fidelity  Sel-Health 

79.9 

Lexington  Gold 

-16.5 

Fidelity  Sel-Util 

23.0 

Pilgrim  S-T  Mufti  Inc 

6.9 

Finl  Ind  Income 

44.5 

Strategic  Invest 

-29.2 

Smith  Barney-US  Govt 

16.7 

US-Global  Res 

-2.6 

Transamerica  Inc  Shrs 

19.9 

US-Gold  Shares 

-18.2 

USAA  Mutual-lnc         19.5 
Vanguard  Fixed  GNMA  16.7 


Van  Eck  Intl 
Vanguard  Gold  £  Prec 


-10.2 


-4.3 


The  overall  market 


2400 
2200 
2000 
1800 
1600 
1400 


The  Barra  All-US  index 

Index  as  of  10/31/91 

Market  value:  $3,569.8  billion 

Price/book:  2.2 

P/E:  24.9 

Yield:  2.8% 


12-month  closeup 

■Barra  index 
■200  day  moving  1 


17001 


'85 


'86 


'87 


'88 


'89 


'90 


'91 


1  1   1  1  1   1   1  1   1   1  1 

NDJ    FMAMJ    JASO 

'90 1  '91 


Closeup  on  the  market 


The  best  and  worst  performing  stocks6 


The  best  and  worst  performing  industry  factors' 


%  change  from 

Index  or  investment 

2-week  change 

1  year 

5-year  high 

Barra  All-US  index 

0.5% 

■ 

32.0  % 
29.1 

0.0% 
-0.7 

Sharpe/Barra  Growth  index ' 

-0.1 

1 

Sharpe/Barra Value  index2 

0.5 

■ 

35.1 
25  0 

-0.2 
-0.3 

Dow  Jones  industrials 

0.5 

■ 

S&P  500 

0.1 

1 
1 

27.8 
29.2 

-1.1 
-0.3 

NYSE 

0.3 

Nasdaq 

1.3 

M 

64.2 
34.1 

0.0 
-2.5 

Amex 

1.6 

■■ 

EAFE3 

0.7 

■ 

3.7 
-5.6 
-3.6 

-17.5 
-19.8 
-28.8 

CRB  index45 

-0.1 

1 
■ 

Gold5 

-0.5 

Yen5 

1.2 

■1 

5.2 

-20.2 

Oil5 

-2.5  ■ 

-36.5 

-43.3 

Best 

Price 

2-week 
change 

1991 
EPS' 

Worst 

Price 

2-week 
change 

1991 
EPS' 

Glycomed 

18i/4 

87% 

NA 

$0.07 

0.14 

0.55 

Owens-Corning 
CareNetwork 
Intl  Rectifier 

22 

-33% 

$1.31 

1 

1.12 

1.60* 
2.47 
NA 

Medimmune 

52i/2 

69 

11 1/2 

131/4 

-32 
-26 
-26 
-24 

Informix 

15  V4 

11  Vk 

59'/4 

61 
58 

ICN  Pharmaceuticals 

Harley-Davidson 
Regis 

44 

77/8 

Immune  Response 

39 

-0.30 

Best 

2-week 
change 

Since 
12/31/90 

Worst 

2-week 
change 

Since 
12/31/90 

Coal  &  uranium 

10.1% 

10.0% 

Motor  vehicles 

-7.2% 

11.6% 

Oil  refining,  distribution 
Insurance,  non-life 

5.5 
5.2 

29.5 

15.9 

Construction 
Consumer  durables 
Forest  products 
Water  transport 

-6.0 
-5.6 
-5.0 
-4.9 

6.8 
14.2 
26.3 

27.5 

Drugs,  medicine 

4.9 

49.1 
57.7 

Tire  &  rubber 

4.9 

'  Note:  Data  for  period  ending  10/31/91.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 5  Knight-Ridder  Financial 
Information. 6  During  the  last  two  weeks.  'Estimate  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8 Shows  return  to  the  industry  factor  after  controlling  for  other  influences  including  company 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  *1992  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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BY  ERIC  S.  HARDY 


CRB  Spot  indexes 


CRB  Futures  indexes 
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Like  the  U.S.  economy,  the  Commodity  Research  Bureau 
Futures  index  has  gone  nowhere  in  the  past  12  months,  a 
dispiriting  sign.  James  Nevler,  an  analyst  at  the  Commod- 
ity Research  Bureau  in  New  York,  sees  no  strength 
developing  in  commodity  prices,  and  is  thus  skeptical 
about  the  chances  for  a  strong  economic  recovery.  "If 
prices  for  raw  materials  are  leading  economic  indicators,  as 
they  should  be,  I  see  no  reason  to  be  optimistic  about  the 
overall  economy  for  at  least  the  next  few  months,"  says 
Nevler.  "There  is  no  significant  [demand]  out  there." 

If  demand  does  improve,  supply  for  most  commodities 
does  not  appear  to  be  much  of  a  problem.  The  petroleum 
market  is  a  good  illustration.  OPEC  has  raised  its  official 
output  quota  by  6%,  to  24  million  barrels  a  day.  This 


increase  should  offset  expected  increased  demand,  and 
reduced  output  in  the  Soviet  Union. 

There  are  a  few  pockets  of  strength  in  the  commodity 
markets.  The  grain  price  index,  for  example,  has  been 
increasing  in  response  to  a  rise  in  wheat  prices.  The  Soviet 
Union  has  already  tapped  S585  million  in  U.S.  grain 
credits  in  fiscal  1992  and  is  requesting  an  additional  $ 
billion  in  credits  and  SI  billion  in  outright  grants.  Also 
helping  to  support  wheat  prices  is  unusually  dry  weather  in 
the  Midwest;  the  U.S.  Department  of  Agriculture  reports 
the  summer  wheat  crop  yield  was  relatively  small.  And  on 
Oct.  10  the  usda  also  released  a  report  predicting  tight 
supplies  of  Florida  oranges.  That  could  help  firm  up  pr 
in  this  market. 
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Commodity  spotlight 


Cash  and  futures  prices 


January  Lumber'  ($  per  board  foot) 
2.40 


Spot  indexes 

Futures  indexes 

Index 

Value 

3-mo  change 

Index 

Value 

3-mo  change 

All  commodities 

242.90 

1% 
-3 

CRB  index 

217.86 

6% 

Raw  industrials 
Metals 
Textiles 
Foodstuffs 

270.81 

Precious  metals 

238.01 

-6 

245.16 
230.49 
207.43 

1 

-10 

7 

Industrials 
Grains 
Livestock  &  meat 

231.63 
194.69 
191.05 

17 
-3 

Lumber  prices  hit  an  alltime  high  after 
logging  restrictions  in  the  Pacific 
Northwest — designed  to  save  spotted 
owls — were  announced  in  May.  The 
threat  of  environmentally  related  ac- 
tion still  overhangs  the  market,  while 
forest  tires  in  the  Northwest  may  also 
prop  up  U.S.  prices.  But  don't  expect 
much  upward  pressure  on  prices  tiom 
the  depressed  housing  market. 

Note:  All  prices  as  of  10/25/91.  'Composed  of  13  commodities.  -'Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  '  Gold,  platinum  and  stiver.  "Composed  of 
21  commodities.  'Prices  from  1/23/91  through  10/25/91.  "Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight  Ridder  Commodity  Researcn  Bureau. 


Spot  commodity  prices 

Futures  prices 

Index                             Price 

3-mo  change 

Index 

Price 

3-mo  change 

Steei  scrap  (short  ton)    $97.00 

9% 

Jan  platinum  (troy  oz) 

$367.40 

-6% 

Copper  scrap  (pound)         0.85 

4 

Dec  crude  oil  barrel) 

11 
6 

Print  cloth  (sq  yard)            0.88 
Corn  (bushel)                    2.42 
Soybean  oil  (pound)            0.19 

4 
10 

4 

Dec  copper  (pound) 
Dec  cotton  (pound) 
Dec  Chi  wheat  (bushel) 

1.05 
0.63 
3.65 

:.:: 
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NOW  READY 


THE  NEW  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life,  in 
both  its  one-  and  expanded  two- 
volume  forms,  has  for  a  number  of 
years  now  been  appreciated  by  a 
growing  number  of  devotees  for  its 
pearls  of  wisdom  that  span  the 
centuries  from  ancient  times  to  mod- 
ern day. 

Forbes  is  proud  to  announce 
that  yet  another  volume  has  been 
added  to  this  collection  of  timeless 
quotes.  The  three-volume  set,  print- 
ed on  fine  quality  stock,  bound  in 
blue  cloth  and  housed  in  a  hand- 
some matching  slipcase,  is  the 
quintessential  bedside  companion 
with  over  10,000  meticulously 
culled  quotes  of  many  of  the  world's 
greatest  authors. 


The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on  your 
list.  It  is  a  pleasure  to  read,  wheth- 
er you  choose  to  sample  a  random 
few  inspirational  thoughts  at  a  time 
or  to  pursue  a  more  charted 
course  with  the  aid  of  both  subject 
and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cherished 
for  a  lifetime.  The  cost  including 
slipcase  and  shipping  is  $49.50.  To 
receive  your  edition  or  send  it  as  a 
gift,  simply  fill  out  and  return  the  cou- 
pon below.  The  company  of  the 
greatest  writers  and  thinkers  awaits. 


□  over  3,000  more  quotations 
than  the  two-volume  set 

□  binding  in  blue  cloth  with  gold 
imprint 

□  blue  cloth  slipcase  to  match 
binding  at  no  additonal  charge 

□  indexed  by  author  and  subject 

□  authors  span  whole  range  of  civ- 
ilization from  classical  Greece  and 
Rome  to  present 

□  over  1 ,500  pages,  over  10,000 
quotations 

Q  no  shipping  or  handling  charge 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


TO  OWNERS  OF 
EARLIER  VOLUMES: 

You  can  now  add  this  latest 
volume  to  your  present 
collection.  To  update  your  two- 
volume  set,  the  third  volume  is 

available  for  individual 
purchase  at  $19.50.  The  blue 
and  gold  binding  of  the  third 
volume  has  been  selected  to 
make  a  matching  set.  Check 
the  appropriate  space  in  the 
coupon  at  right. 


Forbes  Books,  60  Fifth  Avenue,  New  York,  NY  10011 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 
No 


Exp.  Date . 


City  State  Zip 

□  Reserve  Volume  3  only  for  $19.50.  Shipping  and  payment  details  entered  above. 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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Peter  Thayer  uses  a  fancy  option  strategy  to  reduce  risk 
in  his  fund.  Are  his  shareholders  better  off  for  it?  Barely. 

Option  alchemy 


By  Suzanne  L.  Oliver 

Over  the  six  years  through  Septem- 
ber, the  s&P  500  has  averaged  a  17% 
annual  return.  The  Gateway  Index 
Plus  Fund  has  averaged  12%. 

Not  so  hot  for  an  index  fund?  Peter 
Thayer  begs  to  differ.  Thayer,  a  43- 
year-old  Harvard  Business  School- 
trained  money  manager,  started 
Gateway  14  years  ago  and  adopted  its 
current  strategy  6  years  ago.  He  notes 
that  measured  by  beta  (which  gauges 
stocks'  market  sensitivity),  Gateway 
Index  Plus  is  only  half  as  risky  as  the 
overall  market.  Yet  it  is  delivering 
better  than  two-thirds  the  market's 
return.  So,  on  a  risk-adjusted  basis, 
Thayer  insists  he's  doing  just  fine.  His 
Forbes  ratings:  a  miserable  "D"  in  up 
markets  but  a  solid  "A"  in  down 
markets,  befitting  a  low-risk  fund  (see 
the  Forbes  Annual  Fund  Survey,  Sept. 
2).  And  risk  reduction  is  just  what  his 
investors  want,  Thayer  says. 

How  does  Thayer  achieve  two- 
thirds  the  market's  return  with  only 
half  the  market's  risk?  With  options. 
Thayer  invests  the  fund's  assets  (cur- 
rently $75  million)  in  a  portfolio  of 
stocks  that  mirrors  the  S&P  100  stock 
index.  Then  he  sells  "at  the  money" 
call  options  on  the  S&P  100.  That 
means  that  if  the  market  appreciates 
from  its  level  when  Thayer  sells  the 
call  option,  he  must  pay  out  that 
appreciation  to  the  holder  of  the  op- 
tion. This  is  just  equal  to  the  apprecia- 
tion the  fund  makes  from  owning  the 
stocks.  When  the  market  goes  up,  in 
other  words,  the  fund's  return  is  limit- 
ed to  dividends  on  its  stocks,  plus  the 
premiums  it  takes  in  from  selling  the 
options. 

Take  an  example.  Suppose  that  the 
s&P  100  index  is  trading  at  360. 
Thayer  will  write  a  90  day  call  at  360. 
A  buyer  would  pay  about  5%  for  the 
call,  or  $18  per  $360  of  stocks  Thayer 
owns.  If  the  market  Stayed  flat  during 
the  entire  year,  Thayer's  strategy 
would   yield    a   terrific    return — 20% 


1             t  • 
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Peter  Thayer  of  Gateway  Index  Plus 
Are  options  really  a  plus? 


without  even  counting  the  dividends 
or  the  effect  of  compounding. 

Here's  how  Thayer  analyzes  his 
strategy:  "Stocks  have  gone  up  an 
average  of  10%  a  year  since  1929.  If 
we  can  sell  their  potential  profits  for 
20%  a  year  and  keep  the  dividends 
besides,  aren't  we  going  to  come  out 
ahead  in  the  long  run?" 

The  answer  to  this  question  is  no. 
What's  wrong  with  Thayer's  arithme- 
tic? Simply  that  it  doesn't  cover  what 
happens  when  the  market  goes  down. 
In  a  bear  market,  the  premium  Thayer 
receives  from  selling  the  option  acts  to 
cushion  the  loss  on  his  stocks,  but  he 
has  still  got  the  loss  on  the  stocks.  He 
can't  easily  make  up  the  loss  in  a 
subsequent  rally  because  he  must  give 
away  the  rally's  appreciation  to  option 
buyers.  He  can  slowly  dig  his  capital 
into  a  hole  from  which  it  is  hard  to 
climb  out.  Note  that  while  Gateway 
Index  Plus  reduces  risk,  it  sure  doesn't 
eliminate  it.  In  October  1987,  when 
the  market  lost  22%,  Thayer's  fund 
lost  17%. 

If  risk  reduction  is  what  you  really 
want,  you  doift  have  to  resort  to 
complicated  option  strategies  to  gel 
there.  Here's  a  homemade  recipe  for 
low  risk,  low  return  investing  in  the 
stock  market.  Put  half  vuir  money  in 


the  low-cost  Vanguard  Index  50' 
fund,  which  has  averaged  a  com 
pound  annual  17%  over  six  years.  Pn 
the  other  half  in  a  Vanguard  mone 
market,  which  would  have  yielde 
7%-plus.  If  you  had  done  that  six  year 
ago,  you  would  have  averaged  an 
overall  return  of  12%,  same  as  th 
Gateway  fund's.  Your  beta,  or  risi 
level,  for  the  50-50  portfolio  wouk 
be  half  that  of  the  S&P  500,  since  hal 
your  money  was  out  of  the  market. 

The  monthly  returns  on  the  home 
made  50-50  portfolio  won't  be  exact 
ly  the  same  as  on  the  Gateway  fund' 
but  the  long-term  results  will  be  simi -' 
lar,  and  you  will  get  the  same 
risk/ reward  combination  that  Thayer 
has  achieved.  One  good  reason  roi 
preferring  the  homemade  alternative 
is  that  it's  cheaper.  Gateway  charges 
fundholders  1.1%  a  year  in  fees  and 
expenses;  the  Vanguard  mix  would 
run  only  0.25%  a  year. 

What's  the  moral  in  all  this  forJ 
investors?  Don't  expect  any  magic 
from  an  option- writing  strategy.  It 
may  lower  your  risk,  but  it  won't  give 
you  something  for  nothing.  If  there 
were  easy  money  to  be  made  wit 
options,  arbitragers  would  grab  it. 
(For  an  example  of  this  truth,  see  the 
story  on  page  96.) 

Thayer  understands  this  and  has 
added  another  dimension  to  his  strat- 
egy— timing.  When  he  is  bullish,  he 
sells  out-of-the-money  call  options, 
which  have  exercise  prices  above  the 
current  level  of  the  s&r  100.  H^ 
less  money  for  the  option,  but  he 
doesn't  miss  out  entirely  on  a  rally,  if 
that's  what  the  market  has  in  store. 
When  he  is  bearish,  he  buys  out  of 
the- money  puts,  with  exercise  prices 
below  the  current  market  level,  to 
protect  against  a  severe  market  drop. 

Is  Thayer  a  good  market  timer?  His 
record  is  too  short  to  make  a  rirm 
judgment,  but  he  has  done  well  re- 
centlv.  Over  the  last  market  cycle 
(since  Aug  30,  1987  rhayer's  fund 
has  averaged  an  annual  10%,  to  the 
market'^  B  I  hat  streak  o\  . 
performance,  or  good  luck,  makes  up 
for  weaker  results  in  earlier  \  et 

Bottom  line:  It'  you  have  COflfi 
deuce  in  Tinner's  instincts  about 
where  the  market  is  going,  buy  his 
fund.  If  not,  think  about  creating 
your  own  low  budget  "index  plus" 
fund.  tM 
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[NG  ON  TOP  OF  A 
•IDLY  GROWING  MARKET. 
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Cuba 
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Roger  Engemann  owns  many  of  the  same  stocks 
Warren  Buffett  does.  The  only  connection  between 
the  two  is  that  they  think  somewhat  alike. 

Warren  who.5 


By  Mary  Beth  Grover 

What  do  Gillette,  Coca-Cola,  Wells 
Fargo,  Capital  Cities/ abc  and  Fred- 
die Mac  have  in  common?  They  are  all 
stocks  in  which  both  Warren  Buffett 
and  Roger  Engemann  have  big  posi- 
tions. Engemann,  51,  is  the  manager 
of  the  five -year- old  Pasadena  Growth 
Fund.  It  isn't  any  sizzler  like  Buffett's 
Berkshire  Hathaway,  but  it  has  done  a 
very  respectable  job,  with  an  annual 
average  return  of  18%  for  the  five 
years  ended  Sept.  30,  versus  15%  for 
the  Standard  &  Poor's  500. 

Engemann  and  Buffett  have  in 
common  that  they  like  name -brand 
stocks,  at  least  the  ones  that  are  avail- 
able at  less  than  outrageous  prices. 
Buffett  explains  his  philosophy  as 
seeking  companies  with  "franchise" 
value,  like  trademarks  or  broadcast 
licenses.  Engemann  is  more  likely  to 
explain  his  preference  for  a  Coca-Cola 
or  a  Capital  Cities/ABC  as  going  for 
"market  leaders."  But  the  end  results 
are  often  the  same:  large  companies 
with  above-average  growth  and  seem- 
ingly impregnable  positions  in  their 
markets. 

Another  thing  the  two  investors 
share  is  an  aversion  to  heavy  trading. 
Buffett  is  loath  to  sell  off  a  large  equity 
position  except  in  a  tender  offer;  En- 
gemann's  fund  has  a  portfolio  turn- 
over of  32%,  in  a  business  where  the 
average  mutual  fund  has  nearly  90% 
annual  turnover. 

Engemann  describes  it  as  a  "fluke" 
that  he  is  a  money  manager.  Armed 
with  a  new  M.A.  in  economics  from 
ucla,  he  was  looking  for  a  job  as  an 
economist  back  in  1966.  He  tried 
Bank  of  America,  but  it  had  openings 
only  for  security  analysts.  "That's 
how  they  decided  what  1  wanted  to 
be,"  jokes  Engemann. 

He  loved  it.  And  did  well  at  it.  So 
well  that  just  three  years  later  EngC 
mann  launched  his  own  firm,  Pasade 


na,  Calif. -based  Roger  Engemann  & 
Associates.  It  now  manages  $2  bil- 
lion, $237  million  of  it  in  Pasadena 
Growth. 

Companies  that  Buffett  also  owns 
recendy  represented  15%  of  Pasadena 
Growth's  portfolio.  "Warren  who?" 
Engemann  replies  facetiously  when 
reminded  of  the  overlap.  He  admits 
he   followed   Buffett  into  Salomon 


Pasadena  Growth's  Roger  Engemann 
Hunting  market  leaders. 


Brothers,  but  only  after  the  stock  was 
battered  in  the  recent  Treasury  bond 
scandal  and  Buffett  took  control.  En 
gemann  also  purchased  Gillette  and 
Coca-Cola  after  Buffett.  Coca  Cola, 
the  fund's  largest  holding,  is  up  42% 
this  year;  Gillette,  31%. 

late  last  year  Engcmann's  Pasade- 
na Growth  Fund  bought  into  Federal 
Home   Loan  Mortgage  Corp,  alias 
Freddie  Mac,  at  37.  Though  the  stock 
has  increased  nearly  threefold,  it  still 
trades  at  a  cheap  (by  today's  Stan 
dards)  ten  times  Hngcmann's  cstimat 
ed  1991  earnings. 

What  does  Engemann  own  with 
out  Buffett's  company?  This  year  he 
increased  his  holdings  in  drugcompa 


nies  Rhone -Poulenc  Rorer  and 
Lilly.  "I'm  from  California  and  eve 
body  knows  we're  into  drugs," 
Engemann.  He  has  also  recently  in 
creased  his  holdings  in  Las  Vegas 
based  casino  operator  Circus  Circu> 
Enterprises,  a  stock  he  started  buying 
in  1986  at  around  8. 

Retailers  represent  23%  of  Pasade- 
na Growth's  holdings.  "The  lexer- 
aged  buyouts  and  so  many  of  the  big 
retailers  being  stretched  too  thin  and 
going  bankrupt  give  the  guy  that's  left 
a  leg  up,"  he  says.  Engemann  looks 
for  retailers  with  high  returns  on  equi 
ty  and  low  overhead.  He's  been  abli 
to  sniff  out  some  successful  ones,  fi 
buying  Wal-Mart  at  its  1970  initi 
public  offering  and  Tovs  "R"  Us  ba 
in  1989.  He  still  holds  both.  Throu 
June,  Engemann  had  nearly  triple 
his  holdings,  now  at  3.5%  of  the  fundj 
in  Intelligent  Electronics,  a  franchise 
of  computer  stores.  At  nine  times 
trailing  earnings,  the  stock  is  still 
cheap,  but  is  dogged  by  doubts  about 
the  quality  of  the  earnings  ( FORBES, 
June  10). 

Smaller  fixtures  in  Engemann's 
portfolio  are  the  drugstore  operator 
Medicine  Shoppe  International,  post- 
al and  fax  servicer  Mail  Boxes  Etc.  and 
institutional  investment  manager 
United  Asset  Management. 

Is  it  too  late  to  buy  name- brand 
companies?  Engemann  says  big 
growth  companies  are  still  cheap  rela- 
tive to  their  smaller  counterparts, 
which  have  taken  off  this  year. 

And  is  Pasadena  Growth  a  g 
way  to  buy  in?  That  depends  on  your 
circumstances.  The  fund's  5.5%  load 
is  a  big  draw  back,  but  the  load  e 
low  as  1%  tor  large  pure 
million. 

Buying  shares  o(  Buffett's   Berk 
shire  Hathaway,  mi  operating  compa- 
ny that  looks  .in<A  acts  like  a  cl 
end  investment  compam .  is  m\  alter 
name  wa\   to  bu\   a  basket  of  these 
growth  stocks.    This  entu\   is  some- 
times a  little  cheaper  to  get  in  and  out 
of — a  round  trip  trade  in  one  $8,600 
share  would  run  you  commiss 
totaling  2% — but  it  is  exp< 
another  sense:  It  is  almost  cenainlv 
trading  at   a  cosih    premium   to  its 
breakup  value,  whereas  in  Pasadena 
Growth  the  onl\   premium  is  in  the 
sales  load.    1  he  name  brand  always 
costs  more  WM 
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Many  who  vacation  on  Laucala  Island  in  the  Fijis 
are  millionaires.  So  it  isn't  the  attractive  cost  that 
entices  the  rich  and  famous  to  this  famed  idyllic 
retreat  of  the  late  Malcolm  Forbes.  It's  the  exclusivity. 
The  privacy. 
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No  more  than  ten  or  twelve  guests  are  ever  on  our 
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family  is  housed  in  their  own  private  seaside  cottage. 
It's  the  perfect  place  for  a  honeymoon  or  an  escape 
from  reality. 

Stroll  pristine  beaches.  Swim,  snorkel  or  scuba  in 
azure  waters  renowned  for  the  splendor  of  their  tropi- 
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activities,  meals,  drinks,  lodging,  and  service  with  a 
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So  come  on  down.  Luxuriate  in  this  South  Pacific 
paradise.  It's  the  vacation  oi  a  lifetime  Youll  want 
come  back  again  and  again. 
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lany  junk  bond  issues  still  have  attractive  yields 
(fter  a  ten-month  rally.  But  further  capital  gains 
jotential  is  small  and  the  risks  are  great. 


: 


hoenix 
onds 


BY  BEN  WEBERMAN 


[  Early  in  1990,  when  the  media  and 
(the  experts  were  forecasting  further 
disasters  for  junk  bonds,  Forbes  ad- 
vised its  readers  to  consider  buying 
better- quality  junk  ("Why  you 
should  buy  junk  now,"  Apr.  30, 
1990).  That  was  good  advice:  Even 
while  federally  mandated  dumping  of 
the  bonds  continued,  smart  buyers 
stepped  in  and  bought  the  bonds  in 
huge  quantities  at  a  time  when  16% 
yields  were  quite  common.  Over  the 
past  year  junk  bonds  handily  outper- 
formed the  stock  market. 

What  now?  Although  the  prices  are 
way  up,  the  relative  yields  still  look 
pretty  good:  around  13%,  five  full 
percentage  points  over  Treasurys,  and 
four  points  over  good-quality  corpo- 
rate bonds.  While  the  capital  gains 
potential  in  the  bonds  has  probably 
been  pretty  well  exhausted,  for  long- 
term  investors  with  the  stomach  for  it 
this  is  enough  of  a  spread  to  offset  the 
considerable  risk.  The  best  way  for  the 
ordinary  investor  to  participate  is 
through  a  high-yield  mutual  fund. 

Choosing  a  fund  requires  diligence 
and  care.  Some  funds  are  excellent, 
others  are  dreadful.  An  obvious 
guide:  Forbes  Annual  Mutual  Fund 
Survey   (Sept.  2).  It  is  essential  to 


examine  funds'  performances  over 
five-  and  ten-year  periods. 

That  means  you  don't  just  pick  the 
fund  that  put  on  the  best  fireworks 
over  the  past  year  and  a  half.  Dean 
Witter  High  Yield  Securities  has  one 
of  the  worst  performances  among 
high-yield  funds.  Yet  it  now  stands  as 
number  one  in  performance  since  the 
start  of  the  year.  Despite  the  fund's 
recent  spurt,  investors  who  stuck  with 
this  fund  through  thin  and  thinner 
saw  more  than  half  their  principal 
wiped  out. 

One  of  the  better  junk  funds  is 
$300  million  (assets)  Liberty  High 
Income  Bond  Fund,  run  by  Federat- 
ed Research  Corp.  of  Pittsburgh. 
Mark  Durbiano,  Federated  vice  presi- 
dent and  Liberty  portfolio  manager, 
says  his  fund  currently  yields  1 1 .75%. 
This  fund  has  done  well  in  the  rally 
and  fared  reasonably  nicely,  too, 
when  junk  bonds  all  but  collapsed. 
Durbiano  says  that  his  fund  rode  out 
much  of  the  market's  decline  from 
1987  to  1990  by  investing  in  compa- 
nies that  have  a  large  market  share  in 
their  industry — what  he  calls 
"franchise"  value.  These  are  compa- 
nies that  clearly  are  not  bankruptcy 
candidates  despite  heavy  debt  loads. 

Last  fall  Durbiano  built  positions  in 
supervolatile  zero  coupon  and  pay- 
ment-in-kind (pik)  bonds.  At  the 
time,  such  issues  were  shunned  by 
other  money  managers  even  though 
many  had  senior  credit  status.  Liberty 
now  holds  major  positions  in  rjr  piks 
and  zeros,  and  American  Standard 
zeros,  which  helped  push  the  fund  to 
the  top  of  the  high-yield  funds. 

Durbiano  avoids  debt  issues  of  re- 
tailing organizations  such  as  Allied- 
Federated  because  of  lousy  industry 
prospects.  Other  issues  he  avoids  are 


Playtex  Family  Products  and  Quan- 
tum Chemical,  the  former  because  it 
has  just  too  much  debt  and  the  latter 
because  its  cash  flow  is  overly  affected 
by  relatively  small  moves  in  the  price 
of  polyethylene. 

According  to  Chicago- based 
Morningstar,  Inc.'s  latest  mutual 
fund  performance  report,  other  well- 
performing  junk  bond  funds  include 
the  Kemper  High  Yield  Bond  Fund, 
which  earned  an  annual  total  return  of, 
16.2%  over  the  past  ten  years,  and 
Merrill  Lynch  Corp.'s  High  Income 
A  Bond  Fund,  which  racked  up  an 
annual  total  return  of  14%  over  the 
same  period. 

Vanguard's  Fixed  Income  High 
Yield  Bond  Fund  is  a  good  bet  for 
those  who  prefer  higher-quality 
though  lower-yielding  junk;  Van- 
guard's management  fees  are  among 
the  lowest  in  the  business.  For  those 
who  prefer  a  more  aggressive  ap- 
proach, Fidelity's  Capital  &  Income 
Bond  Fund  puts  some  of  its  money  in 
bankruptcy  issues,  hoping  to  make  a 
profit  in  the  eventual  restructuring. 

Howard  Marks  is  group  managing 
director,  Trust  Co.  of  the  West,  man- 
aging $1.5  billion  of  high-yield  mon- 
ey. Unless  you  have  at  least  $2  million 
to  invest,  Marks  doesn't  want  your 
account,  but  he  is  willing  to  share  his 
views  with  you  all  the  same. 

Marks  agrees  that  the  reward  from 
owning  junk  bond  funds  is  considera- 
bly less  than  a  year  ago,  when  yields 
had  a  spread  often  percentage  points 
over  Treasurys  in  the  third  quarter  of 
1990.  He  thinks  there  are  still  modest 
prospects  for  price  appreciation  in 
junk  bonds  and  total  yields  that  ex- 
ceed handily  the  yields  available  in 
better-quality  corporate  bonds  and 
Treasurys.  WM 
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The  media  have  many  investors  scared  silly. 
Which  is  very  bullish. 

The  bucking  bull 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


Staying  with  this  bull  market,  or 
any  bull  market,  is  sort  of  like  hanging 
on  to  a  horse  when  it's  bucking;  it 
keeps  trying  to  toss  you  off.  But  hang 
on.  Don't  listen  to  the  beaten-up 
bears  who  seize  on  every  correction  to 
trumpet  the  long-awaited  end.  Ever 
since  the  initial  rally  started  in  Octo- 
ber 1990,  folks  have  grasped  for  rea- 
sons to  get  off  early. 

With  each  correction  or  setback  in 
the  trend  to  higher  prices  the  argu- 
ments grow  in  volume,  if  not  logic: 
First  was  the  Gulf  war,  then  recession, 
then  the  weak  economic  recovery  or 
no  economic  recovery.  Last  month 
folks  feared  another  October  massa- 
cre. They  are  always  afraid  we  have 
too  much  debt  and  that  p/es  are  too 
high.  While  each  correction  is  fol- 
lowed by  new  strength  from  the  bull, 
I  find  investors  still  nervous. 

I  explain  to  them  that  interest  rates 
have  fallen  and  will  continue  to  do  so. 
That  Treasury  bills  are  at  their  lowest 
in  14  years;  and  that  the  yield  curve 
slopes  steeply  upward — very  bullish. 
That  it  has  always  been  smart  to  buy 
stocks  in  a  recession  and  hold  them 
for  several  years.  And  finally,  I  remind 
them  that  it  has  usually  been  great 
holding  stocks  in  the  year  before  a 
presidential  election. 

Folks  will  acknowledge  all  that,  but 
they  think  that  this  time  it's  different. 
Why?  Too  much  debt,  they  say.  Non 
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sense.  I  have  never  believed  America  is 
overindebted.  Everyone  says  so,  but 
that  doesn't  make  it  true.  Contrarians 
know  that.  As  I  have  pointed  out 
before,  society's  total  return  on  assets 
is  nicely  higher  than  the  cost  of  capi- 
tal, and  as  long  as  that  is  true,  we  will 
keep  adding  societal  debt. 

John  Templeton  is  famous  for, 
among  other  things,  saying  that  "the 
four  most  dangerous  words  in  the 
English  language  are:  'This  time  it's 
different.'  "  It's  always  different,  and 
yet  at  the  same  time,  always  the  same. 
Each  time  is  uniquely  scary. 

It  sure  was  different  in  1974-75, 
with  massive  commodity  price  infla- 
tion and  an  oil  embargo,  at  the  same 
time  as  the  biggest  worldwide  reces- 
sion since  the  1930s.  And  we  paddled 
through  those  perilous  waters  with  a 
President  who  hadn't  even  been 
elected  Vice  President,  and  who 
rammed  an  anti-inflation  tax  hike 
down  our  throats  in  the  very  depths  of 
the  recession. 

It  certainly  was  different  in  1981- 
83,  when  the  AA  corporate -bond  rate 
hit  16%  and  short-term  rates  hit  20%, 
while  the  federal  budget  deficit  and 
national  debt  exploded.  Based  on  my 
study  of  history,  I  can't  think  of  a 
single  early  bull  market  period  that 
didn't  have  its  own  unique  differences 
that  scared  the  heck  out  of  investors 
and  caused  most  of  them  to  shy  away 
from  rising  stock  prices. 

Now  this  one  is  different,  too.  The 
media  companies  got  hit  badly  this 
time,  which  is  different,  and  you  can 
feel  it  in  the  way  they  report  the 
economic  news.  The  media's  pessi- 
mism makes  most  investors,  who 
can't  think  for  themselves,  too  pessi- 
mistic. That  is  in  itself  bullish. 

Some  people  think  it's  different  to 
see  a  bull  market  proceed  when  the 
P/Fs  of  the  Dow  and  S&P  SOU  are  SO 
high.  Not  st).  Just  as  it  is  tins  tune,  the 
recessions  of  ll>~~4  mu\  WS2  made 
P/ES  for  most  stocks  temporarily  high 


as  earnings  disappeared — not  a  com 
ment  on  how  high  stocks  were  but 
standard  mechanism  the  bucking  bu! 
uses  to  scare  investors  away.  Are  valu 
ations  of  the  few  very  biggest  stocks—' 
the  ones  that  get  noticed — very  high 
Yes,  that  much  is  true.  But  smalk 
stocks  are  not.  Despite  what  the  bear 
may  babble,  valuations  of  most  stock 
are  nicely  lower  today,  relative  to  the 
cost  of  money,  than  they  were  at  mos 
times  in  the  last  15  years. 

Many  people  see  another  differ 
ence.  They  think  the  economy  won'i, 
respond  to  monetary  loosening  by  the 
Fed.  They  fear  the  banking  system  it. 
too  tied  up  in  knots  to  lend  as  the  Fee 
loosens.  I  doubt  it.  But  even  if  I'm* 
wrong,  it's  still  bullish,  because  it 
means  to  get  a  mere  scent  of  stimula-- 
tion  the  Fed  must  force  interest  rates 
vastly  lower.  Put  short  rates  at  3%  and 
stocks  will  rise,  even  if  the  Fed  can't 
get  the  banks  to  lend  a  penny. 

So  hang  on,  despite  the  corrections 
and  the  litanies  of  gloom.  It's  a 
bull  market,  and  the  way  to  make 
money  in  it  is  to  own  good  stocks  and 
stick  with  them.  Three  stocks  I  like 
now7  include: 

Carolina  Freight  (21)  is  far  below 
its  peak  price  for  any  of  the  last  eight 
years.  In  the  next  five  years  it  should 
more  than  double,  exceeding  its  old 
peak  of  42.  Its  p/e  of  45  seems  high, 
but  only  because  the  recession 
crunched  all  truckers'  earnings. 
16%  of  revenue  and  dead-on  book 
value,  it  is  cheap  compared  with  its 
historical  valuations.  It  will  grow ,  but 
better,  its  $40  million  of  noneaming 
cash  flow  is  big  enough  to  pay  off  all 
its  debt  in  two  years — M\d  is  huge 
relative  to  the  SI 25  million  price  tag 
the  market  puts  on  Carolina  Freight. 

Mr.  Coffee  (7,  o-t-c )  has  had  a  hard 
time  recently,  but  I  think  current  calls 
for  a  tough  Christmas  season  over 
look  its  brighter  future  At  35°>  or' 
revenue  and  100%  of  book  \aluc,  it 
could  easily  double  in  the  next  few 
years,  and  the  time  to  buy  it  i>  now. 
when  folks  are  scared  away  by  visions 
o\\\  weak  Christinas 

Finally,   Cyprus  Minerals 
much  too  cheap  because  the  recession  k 
dampened  copper  prices.  But  v 
will   come    back,   mk\   then    ( 
won't  sell  at  fbookvalue    «>rat 

levels  where  total  cash  flow  is  2J£ 
us  market  capitalisation.  ■ 
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R  DANIELS  MIDLAND  COMPANY 

ADM  EARNS  41  CENTS  A  SHARE  IN  FIRST  QUARTER 

atur,  II.,  October  14,  1991 — Archer  Daniels  Midland 
ny  today  reported  net  earnings  of  $126,501,000,  equal 
jents  per  share,  for  the  three  months  ended  September 
I  91,  based  on  average  shares  of  ADM  stock  outstanding 
.399,000  shares.  This  compares  with  earnings  of 
31,000  equal  to  34  cents  per  share  on  314,110,000 
outstanding  in  the  same  period  a  year  ago,  adjusted 
5%  stock  dividend  in  September,  1991. 
visions  for  federal  and  state  income  taxes  for  the  first 
months  of  the  current  fiscal  year  were  $70,475,000, 
red  with  $60,631,000  in  the  same  period  a  year  ago. 
ntact:  R.E.  Burket,  V.P./Asst  to  Chairman,  Archer 
Js  Midland  Company,  P.O.  Box  1470,  Decatur,  IL  62525. 
^  !:  (217)-424-5413.) 


(NO  OIL,  INC.  N 

ASHLAND  SUBSIDIARY  TO  SELL  MARINE  TERMINAL 

nd.    KY— October    21,    1991— Ashland    Oil,    Inc. 

:ASH)  reported  today  that  Scurlock  Permian  Corpora- 
its  wholly-owned  subsidiary,  has  entered  into  an 
ment  to  sell  its  Corpus  Christi,  Texas,  marine  terminal, 

ill  as  other  pipelines  and  oil  gathering  systems  to  Koch 

itries,  Inc.,  a  private  Kansas  corporation. 

rms  of  the  transaction  were  not  disclosed.  The  agree- 
s  subject  to  approval  by  the  boards  of  directors  of  both 

ock  Permian  Corporation  and  Koch  Industries,  Inc., 

ning  all  required  governmental  approvals  and  other 

.al  conditions. 

tie  transaction  is  part  of  a  previously  announced  program 

•shland  to  divest  properties  and  businesses  valued  at 

cximately  $100  million  during  1991.  Funds  from  the 

saction  will  be  used  to  reduce  debt. 

contact:  William  P.  Hartl,  Ashland  Oil  Inc.,  535  Madison 
New  York,  NY  10022.  Phone:  (212)  421-1250.) 
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ND  OIL,  INC.  N 

4LAND  REPORTS  RESULTS  FOR  1991  FOURTH  QUARTER,  YEAR 

shland,  Ky— October  22,  1991— Ashland  Oil,  Inc, 
>E:ASH)  reported  net  income  of  $63  million,  or  $1.07  per 
e.  For  the  quarter  ended  September  30,  the  fourth  quarter 
s  1991  fiscal  year.  In  the  quarter  a  year  ago,  Ashland  had 
income  of  $59  million,  or  $1.06  per  share.  Sales  and 
ating  revenues  were  $2.7  billion  in  both  periods. 

Jesuits  for  1991  include  a  previously  announced  $10 
ion  after-tax  loss  equal  to  18  cents  a  share  resulting  from 
closing,  due  to  unfavorable  geological  conditions,  of  Arch 
eral  Corporation's  Oven  Fork,  Ky.,  mine.  Ashland  owns  50 

cent  of  Arch  Mineral. 

or  the  year  ended  September  30,  1991,  Ashland  had  net 

ime  of  $145  million,  or  $2.56  per  share.  In  1990,  Ashland 

1  net  income  of  $182  million  or  $3.27  per  share.  Sales  and 

mating  revenues  were  $9.9  billion  in  1991  and  $9.5  billion 

t  year. 

'Results  for  the  quarter  were  slightly  above  those  of  a  year 

"  said  Ashland  Chairman  and  Chief  Executive  Officer 

R.  Hall.  Looking  at  the  year,  several  of  our  operating 

panies  performed  well.  We  were  very  pleased  with 

standing  results  from  Ashland  Chemical,  an  improved 
ormance  from  Valvoline  another  excellent  year  from 

^ land  Exploration  and  good  results  from  Ashland  Coal,  Inc. 

ftiBut,  unfortunately,  we  were  unable  to  overcome  the 

pact  of  the  Iraq-Kuwait  war,  which  caused  a  loss  in  1991  's 

st  fiscal  quarter,  and  the  significant  deterioration  in  Arch 

reral's  performance,"  he  added. 

Hall  said  lower  refining  margins  in  September  resulted  in 

decline  in  Ashland  Petroleum's  fourth-quarter  operating 

:)me,  while  the  Persian  Gulf  crisis  was  the  major  contribu- 

r  to  lower  results  for  the  year. 

Operating  income  from  SuperAmenca  declined,  due  to 


weak  gasoline  margins  stemming  from  circumstances  sur- 
rounding the  Gulf  conflict  and  intense  competition  for  market 
share  as  marketers  sought  to  hold  volumes  in  a  weak  market. 
Valvoline,  however,  rebounded  in  the  second  half  of  the  year, 
posting  record  results  for  the  quarter  and  a  5  percent 
increase  for  the  year. 

Ashland  Chemical  outperformed  the  industry  in  a  difficult 
year.  Operating  income  of  $26  million  more  than  doubled  for 
the  quarter,  and  the  year's  results  climbed  40  percent  to  $98 
million.  Excellent  results  from  most  petrochemical  business- 
es were  the  primary  factor  in  the  year's  results,  and  several 
distribution  and  specialty  chemical  businesses  continued  to 
perform  well  despite  the  weak  economy. 

Operating  income  from  APAC  declined  in  both  periods, 
reflecting  depressed  conditions  in  the  private  construction 
market  and  competitive  pressures,  in  the  public  sector. 

Ashland  Exploration  had  another  excellent  year  despite 
weak  natural  gas  prices  and  the  continued  natural  decline  in 
Nigerian  crude  oil  production.  Operating  income  of  $10 
million  for  the  quarter  and  $41  million  for  the  year  slightly 
exceeded  both  prior  periods. 

Equity  income  from  Ashland  Coal  increased  52  percent  for 


the  quarter  and  10  percent  for  the  year,  reflecting  higher 
sales  volumes  and  favorable  long-term  contracts  that 
mitigated  the  effects  of  sharply  lower  spot  coal  prices. 

Arch  Mineral's  difficulties  resulted  in  a  $5  million  equity 
loss,  as  compared  to  equity  income  of  $28  million  in  1990. 

"In  summary,  although  our  results  for  1991  were  mixed, 
we  were  pleased  and  encouraged  by  result  from  Ashland 
Chemical,  Valvoline,  Ashland  Exploration  and  Ashland  Coal," 
Hall  said.  "Looking  ahead,  however,  refinery  margins  are 
weak.  Crude  oil  prices  have  been  extremely  strong  in  recent 
weeks,  reflecting  uncertainly  over  export  volumes  from  the 
Soviet  Union  and  the  lack  of  significant  production  from  Iraq 
and  Kuwait. 

"But  as  Ashland's  1992  fiscal  year  progresses,  we  are 
optimistic  that  crude  oil  prices  will  moderate  and  demand 
will  improve.  Gasoline  inventories  are  about  6  percent  below 
last  year  and  should  remain  low  as  refiners  maximize  heating 
oil  production  this  winter.  Low  inventories  should  position  the 
industry  for  better  refinery  margins  when  demand  begins  its 
seasonal  spring  rebound,"  Hall  concluded. 

(Contact:  William  P.  Hartl,  Ashland  Oil,  Inc.,  535  Madison 
Ave.,  New  York,  NY.  10022.  Phone  (212)  421-1250.) 
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Quietly  and  without  fanfare,  investors'  clubs 

have  been  racking  up  an  impressive  long-term  record. 

They  can  teach  us  a  lot. 

Keeping  it  simple 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Bad  news,  professional  money  man- 
agers: You  have  been  whipped  by  a 
bunch  of  amateurs  using  a  simple, 
commonsense  approach  to  investing, 
one  that  requires  no  sophisticated 
quantitative  analysis.  And  the  contest 
wasn't  even  close. 

The  clear  winners  are  the  members 
of  the  7,500  local  chapters  of  the 
Royal  Oak,  Mich. -based  National  As- 
sociation of  Investment  Clubs  (naic). 
naic's  most  recent  survey,  which  I 
have  no  reason  to  disbelieve,  reports 
that  an  impressive  61.9%  of  member 
clubs  have  bettered  the  S&P  500's 
total  return  over  their  lifetimes,  which 
average  just  less  than  ten  years.  In 
contrast,  only  19%  of  equity  mutual 
funds  have  beaten  the  S&P  over  the 
last  decade. 

What's  the  secret  of  their  success? 
There  is  none  in  the  sense  of  any  novel 
strategy  or  unique  formula.  Rather, 
member  clubs  simply  pursue  a  pro- 
gram of  patient,  long  term  invest- 
ment in  growth  stocks. 

The  most  important  feature  of 
naic's  approach:  Member  clubs  are 
expected  to  invest  new  money  in  the 
stock  market  at  frequent  and  regular 
Intervals.  This  is  essentially  equivalent 
to  continuous  dollar  cost  averaging. 
But  NAIC  recommends  the  technique 
not  so  much  because  it  beats  buying 
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and  holding  but  because  of  the  disci- 
pline it  imposes.  Investing  the  regular 
infusions  of  cash  forces  the  clubs  to 
focus  each  month  or  quarter  on  which 
stocks  are  most  undervalued. 

naic  believes  investors  should  con- 
centrate on  this  question  rather  than 
on  trying  to  time  the  stock  market. 
Quite  sensibly,  naic  is  skeptical  that 
very  many  professional  investors  are 
able  to  time  the  market  successfully 
and  believes  therefore  that  member 
clubs  shouldn't  even  try. 

naic  refuses  to  budge  from  this 
policy  no  matter  how  bleak  things 
may  look.  Even  in  the  dark  days  after 
the  crash  of  1987,  for  example,  naic 
admonished  members  to  keep  the 
faith,  despite  the  urge  among  some 
new  members  to  abandon  their  policy 
of  regular  investing  or,  God  forbid,  to 
disband  their  clubs,  naic  reminded 
members  that  a  faithful  adherence  to 
these  principles  is  their  best  bet  when 
investing  in  the  stock  market. 

The  second  hallmark  of  naic's  in- 
vestment philosophy:  a  focus  on 
growth  stocks.  That  is,  naic  looks  for 
companies  with  a  long  and  impressive 
history  of  earnings  growth,  and  rec- 
ommends them  in  the  hope  that  a 
continuation  of  those  growth  trends, 
along  with  an  expansion  in  price/ 
earnings  ratios,  will  drive  their  recom- 
mended stocks  higher. 

naic  uses  this  approach  to  recom- 
mend particular  stocks  through  its 
publications  Better  Investing  and  the 
NAIC  Investor  Advisory  Service.  But  it 
also  encourages  member  clubs  to 
apply  the  growth  stock  principles 
themselves,  hveryone  is  provided 
with  worksheets  that  allow  for  the 
easy  calculation  of  past  growth  trends 
and  easy  projection  of  future  prices, 
given  any  of  a  number  of  alternate 
growth  .\nd  B  l  assumptions.  Noth 
ing  more  than  a  hand  held  calculator 
is  needed. 

The  member  clubs  seem  to  have 


learned  their  lessons  well.   In 
most  of  them  have  outperformed 
model    portfolio    recommended 
naic's  publication   Better  Investi 
which  has  not  outperformed  the 
500  over  the  last  five  years.  (Howevi 
that  model  portfolio  has  bettered 
Value  Line  Composite,  which  m 
closely  reflects  naic's  focus  than  d 
a  blue-chip-dominated  index  like 
S&P  500.) 

Why  do  the  clubs  do  so  well?  N 
ther   the    clubs'    buy-and-hold 
proach  nor  their  growth-stock  co: 
centration  is  all  that  unusual.  I 
only  guess  at  the  answer,  but  I  sus 
it  lies  in  the  clubs'  exceptionally  far 
ful  adherence  to  those  principles.  It 
exceedingly  difficult  to  convince  am 
committee   to   change   course,   a] 
clubs,  since  they  arrive  at  their  de 
sions  democratically,  act  like  commi 
tees.  Even  if  many  of  the  membe: 
panic    at    something    like    Octo 
1987,  it  is  nearly  impossible  to  get 
whole  membership  agreed  on  ab 
doning  the  basic  principles  of  holdin 
and  adding  on. 

Can  a  simple  adherence  to  n 
basic  rules  be  all  that  it  takes  to  do  so 
much  better  than  Wall  Street's  insti 
tutional  investors?  I  think  so.  Wha 
naic's  performance  suggests  to  me  i." 
that  one  of  the  greatest  inefficiencies 
in  an  otherwise  very  efficient  market  i« 
caused  by  Wall  Street's  focus  on  the 
very  short  term.  Most  institutiona 
investors  operate  under  incentive; 
that  lead  them  to  dump  stocks  that 
don't  perform  well  right  away;  end- 
of-quarter  window  dressing  further 
exacerbates  the  same  inefficiencies. 
By  holding  growth  stixks  for  a  sever 
al-year  time  horizon,  N  U<  *S  investors 
need  do  nothing  spectacular  in  order 
to  beat  Wall  Street 

Which  stocks  are  currently  favored 
by  naic's  growth-stock  approach} 
Three  were  recommended  in  the 
most  recent  issue  of  the  SMC  Investor 
Advisory  Service:  MX,  Tclecommuni 
cations  (o  I  c),  which  manufactures 
copper  mi<\  fiber  optic  cable 
devices;  Bruno's  .  which  oper 

,\tes  a  supermarket  chain;  and  Yi»ha\ 
lntertechnolog\,  which  makes  ck 
tronk  components 

But  don't  forget:  \  \u    is  no; 
ommending  these  .is  short  term  plays 
but  as  purchases  to  be  held  for  at  least 
several  \  ears.  ^* 
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kll  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1%  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


Price  subject  to  change  without  notice 


Forbes  Lake  of  the  Ozarks 

Box    303,  Fort  Garland,  CO  81133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address . 


City/State/Zip 
Telephone . 


or  phone  81 6/438-2801  ioe4 

Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  it  any,  of  this  property.  Equal  Credit  and  Housing 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches.  NYA88-178 
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MONEY  &  INVESTMENTS 


The  other-people's-money  crowd  is  flocking  to  the 
stock  market.  The  invest-their-own  crowd 
is  looking  at  real  estate,  and  oil  and  gas. 

Cheap  but  not 
dirt  cheap 


BY  FREDERICK  E.  ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 

People  who  are  in  the  "business  of 
investing"  deal  in  their  own  money. 
People  who  are  in  the  "investment 
business"  deal  in  other  people's 
money.  When  there  isn't  much  opm 
around,  it  is  said  that  business  is  bad. 
When  the  opm  business  is  bad,  those 
who  deal  in  their  own  money — 
TOM — tend  to  look  for  the  bargains 
they  think  result  from  the  lack  of 
opm.  There  are  plenty  of  such  bar- 
gains around  today.  Some  people 
find  them  compelling.  I  find  them 
merely  interesting. 

Real  estate  brokers  and  promoters, 
for  example,  will  tell  you  that  business 
is  terrible,  but  may  be  looking  up.  So 
buy  now.  Obviously,  investment  real 
estate  is  cheaper  than  it  used  to  be.  It 
is  cheaper  in  absolute  dollars  and  also 
cheaper  in  the  sense  that  cash  returns 
have  dramatically  improved  relative  to 
bond  yields.  In  the  old  days  when 
Citibank  et  al.  were  eager  to  lend  on 
real  estate,  a  developer  could  borrow 
at  double  digit  rates,  invest  at  single 
digit  rates  and  live  magnificently  on 
the  difference,  or  so  the  joke  went. 

So  what  sorts  of  returns  arc  we 
talking  about  now?  Investors  with 
patience,  cash  and  the  ability  to  deal 
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with  the  Resolution  Trust  Corp. 
(which  must  dispose  of  hundreds  of 
billions  of  dollars'  worth  of  proper- 
ties) are  able  to  buy  quality  income 
properties  that  produce  cash  returns 
in  excess  of  12%.  Prices  paid  consis- 
tently reflect  discounts  in  excess  of 
50%  to  current  construction  costs. 

Is  that  cheap?  Certainly,  relative  to 
recent  history.  But  prices  could  go  a 
lot  lower.  Richard  Russell,  who  pub- 
lishes the  Dow  Theory  Letter,  has  fre- 
quently recounted  his  father's  criteria 
for  buying  income  properties  in  New 
York  City  during  the  Depression. 
Here  are  the  criteria:  The  property 
had  to  produce  a  25%  cash  return  at 
50%  occupancy.  The  returns  available 
today  aren't  anything  like  that,  but 
they  are  not  to  be  sneered  at.  For  what 
it  is  worth,  my  real  estate  magnate 
friend  Preston  Carter  believes  that  the 
current  real  estate  pricing  environ- 
ment is  the  opportunity  of  a  lifetime. 
"My  friend  inflation  is  on  his  way 
back,"  says  Preston.  "You  can  write 
that  on  your  boot  heel." 

The  oil-and-gas  investment  busi- 
ness has  basically  ceased  to  exist.  Con- 
ventional wisdom  is  that  there  are  no 
more  major  oil-and-gas  discoveries  to 
be  made  in  the  lower  48.  Big  oil 
companies  are  winding  down  their 
domestic  operations  and  selling  mar 
ginal  properties,  lots  of  them.  A  mar 
ginal  property  for  a  big  oil  company, 
which  has  layer  upon  layer  of  bureau- 
cracy to  support,  may  represent  a 
fabulous  investment  for  an  individual 
with  cash  and  not  much  overhead.  M\ 
father-in-law,  who  is  70-something 
and  active  in  the  oil  and  gas  business 
in  southern  Texas,  tells  me  that  the 
opportunities  available  to  ^\n  individ 
ual  investor  in  domestic  oil  and  gas  arc 
the  best  that  he  has  seen  in  his  lifetime. 
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What  sorts  of  returns  are  we  talkir 
about  here?   Oil-and-gas  propertic 
are  routinely  advertised  in  the   Wi 
Street  Journal,  priced  to  pay  out  i 
two  years.  An  individual  who  is  able  t 
operate  his  own  properties  might  rea 
istically  expect  to  make  annual  re 
in  excess  of  25%.  And  there  is  dire 
correlation  between  the  efforts  one 
willing  to  expend  and  even  grean 
returns.  Opportunities  to  recompler 
wells,  drill  offset  wells,  etc.  abound. 

The  stock  market?  That's  a  dirfe. 
ent  story.  There  the  opm  investin 
business,  of  course,  is  fabulou? 
There  are  more  mutual  funds  in  actu 
al  numbers  than  there  are  companie 
listed  on  the  New  York  Stock  Ex 
change.  Investment  bankers  are  a 
busy  as  bees,  and  the  amount  of  ne\ 
stock  coming  to  market  has  alread 
set  an  alltime  annual  record.  Stod 
brokerage  firms  are  hiring  trainees  a 
a  clip  that  a  year  ago  would  hav. 
seemed  unimaginable.  Not  coinci 
dentally,  stock  market  valuations  an 
as  high  as  they  have  ever  been.  At  2 
times  earnings,  3  times  book  valu* 
and  30  times  dividends,  returns  don' 
seem  very  compelling.  Stocks  may  gi 
higher,  but  at  this  point  it  seems  o 
me  that  investors  are  relying  on  ; 
greater  fool  to  buy  them  out. 

On  the  theory  that  it  is  smarter  u 
follow  the  TOM  crowd  than  the  OPi 
crowd,  it  seems  clear  to  me  that  rea 
estate  and  oil  and  gas  are  the  places  u     .> 
be.  Most  of  us  don't  have  the  time  oi 
inclination  to  cope  with  the  Resolu  ^-^ 
tion  Trust  Corp.  or  to  right  rattle- 
snakes in  the  oilfields.  Our  invest 
ment  window  is  limited  to  the  st 
market.   Since   the   Stock   market   i: 
high,  the  opportunities  it  provides  to' 
capitalize  on  real  estate  and  oil  An^\ 
gas  are  not  irresistible,  but  thev  are 
worth  thinking  about  for  those  with 
monej  to  invest. 

W'amiartcu  Rail:  -  .\n  e\ 

ceedingty  well  run,  well  capitalized 
real  estate  investment  trust  based  in 
Houston.  The  current  return  is  a  litt It- 
better  than  6%,  but  the  Rill  is  ideally 
situated  to  take  advantage  of  the  huge 
number  of  quality  properties  now  ol 
fered  on  the  market  , 

1  ikewise,  there  is  a  bullish  caa 
be  made  for  natural  gas  over  the  next 
two  years    Investors  might  U>ok  at 
Xohlc  AffUimtti    1  7  .  which  seems  to 
be  in  .i  position  to  capitalu  B 
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CORPORATE  ITEMS 


WINE  CELLARS 


100%  Cotton/ Your  Logo!  — 

tetter  Than  Lacoste  or  Ralph  Lauren! 


CTXp 

[u  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
s  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
Jefinite  period  of  time!  Minimum  order  just  12  shirts,  for  a  price  list  and  catalogue 

call:  1-800-274-4787 

The  Queensboro  Shirt  Company 

Dept  F21 ,  119  N  11th  St.,  Greenpoint,  NY  11211 


WINE  CELLARS 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 


FACTORY  DIRECT  TO  YOU  VISAD7s^cv7*AMX 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

440 

Upright 

400 

700 

Upright 

600 

296 

Credenza 

280 

114 

Compact 

114 

230 

Two  Doors 

230 

700FUR 

Fur  Vault 

8  to  10  Furs 

700HH 
Desiane 

His  ana  Hers 
rs'  non  wood  mc 

300  bottles  4/5  Furs 
>del  60  bottle  alass  c 

SUGG 

YOUR 

RETAIL 

COST 

S2495 

$1695 

2995 

1995 

2695 

1795 

1395 

995 

1795 

1195 

2995 

1995 

3995 

2995 

659 


VinOtemp  //)/'/♦  134  W  131st  St  (PO  Box  6161 E)  ♦  Los  Angeles.  CA  90061 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/7199518 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS.  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 
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EXECUTIVE  GIFTS 


BUSINESS  OPPORTUNITIES 


FRANCHISING 


*r\ote  your  business.. .Everyday 
■    '/  n^es  on. 


1-800-792-2277 

FAX  1-510-786-1111 
HE  CORPORATE  CHOICE 


BUSINESS  SERVICES 


RESEARCH  REPORTS. 

19,278  academic  topics  available! 
Send  $2.00  tor  the  272-page  catalog. 
tustom-written  reports  also  available. 
RESEMCN  MSST/WCE 

11322  Idaho  Ave.  ,#206FM, 

Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California.  310-477-8226) 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
famstones.  Free  wholesale  catalog  since 
1 967'  Member:  Jewelers  Board  of  Trade  & 
''hamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


Timely 
Reminder 

Special  Promotional  Offer— $19.50 

Send  us  your  color  logo  (stationery  or 
business  card).  We'll  reproduce  it  on 
this  deluxe  quartz  watch.  Limit:  3  per 
customer  at  $  1 9.50  ner  watch  (plus  sales 
tax  CA  only). 

GREAT  AMERICAN  IMAGES 

One  Waters  Park  Drive,  Suite  213-  FO 
San  Mateo.CA  94403  (415)  358-0800 


It  keeps 

more  than 

memories 

alive. 


THE  AMERICAN  HEART 

ASSOCIATION 
MEMORIAL  PROGRAM . 


O 


Association 


This  space  provided  as  a 
public  service 


BUSINESSES  FOR  SALE 
OWNERS  WILL  FINANCE 

All  Areas  except  Northeast 
Established  businesses,  good  terms. 

AFFILIATED 
BUSINESS  CONSULTANTS 

719-548-8888 
Colorado  Springs,  CO 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shell  Corporations. 

Call/Write  for  FREE  KIT: 

P.O.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP.  302-662-6532 


MauKire 

1M 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES,  INC. 


Call  1-800-933-4677  To  Find  About 
"The  Coinless  BeerVending  Machine' 


Our  comprehensive  brochure  out- 
lines all  facts  pertaining  to  this  60 
Billion  Dollar  Industry  This  exclu- 
sive concept  has  proven  itself  for 
years  in  Japan  and  is  now  legal  in 
the  U.S.  Lucrative  locations  available. 
Must  qualify.  Minimum  investment 
15k  to  one  million. 


Forbes: 

Capitalist  Tool 


® 


Franchise 

your  business! 

For  the  expert  help  you  need 

to  become  a  franchisor, 
call  the  franchise  specialists. 

Frcincorp 

New  York  Chicago         Los  Angeles 

237  Pirl  Avenue  20200  Gomnon  0n«      6033  W   Ctnlu't  Bl.tJ 

New  Yon    NY  10017     Oiympii  FielOt  IL  60461    Los  Angtiet  CA  9004$ 
(212)9223600    (706)461-2900     (213)3380600 

1-800-877-1103 

FB  . 


DO-IT-YOURSELF 
FRANCHISE  KIT 


Just  released,  the  only  low- 
cost  easy  way  to  Franchise 
your  business.  Free  info  call! 
1-800-444-4199 


FRANCHISE  YOUR 
BUSINESS  52, 900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


it 


J  FRANCHISES 


THAT 
J  SELL 

609-662-6446 


BUSINESS  SOFTWARE 


ATTENTION  MAILERS 
SAVE  POSTAGE 

BarMaker  Software  prints   USPS 

POSTNET  bar  code  using  most  existing 

computers  and  printers 

Only  $99  00  +  $3  00  postage  &  handling 

LEMUR  ASSOCIATES 

P.O.  Box  17666 

Rochester,  NY  14617-0666 

l,„ll,l,,!,ll„,,l,lil.,,l,l„l,l,„l„ll„l,l,„ll 


FORBES  MARKET 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


#1  IN  PROFITS,  with  a  581.5%  total 
return,  for  the  whole  11  years  through 
6/91  among  all  advisory  services 
tracked  by  Hulbert. 
(Past  results  do  not 
guarantee  future 
results.)  Call  today  for 
bonus  Performance 
Ratings  and  gift  book 
with  your  Zweig  Fore- 
cast trial.  Time  is 

crucial  EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


STOCK 

RECOMMENDATIONS 

ON  CASSETTE! 


No  time  to  read 
stock  reports? 
We  will  supply  /-■ 
you  with  our  f( 
stock  recommen-  C 
dations  on  cassette,  so  you 
can  listen  while  driving  or 
whenever  you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,000. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York,  NY  10022 


Charles  Allmon  's 


Growth  Stock 
Outlook 


27th  Year 

•  Growth  Stock  Outlook 

•  Junior  Growth  Stocks 

•  New  Issue  Digest 

•  Utility  Analyst 

•  Bank  Stock  Analyst 

Call  for  FREE  sample  info: 
(301)654-5205 


Real-time  Stock  Quotes 


SIGNAL  &  QUOTREK 
Buy  Signal  receiver  at  a 
discount  and  get  Insight 
trading  software  free  for 
one  month. 

TOTAL  TRADING  (718)  743-1773 


COMPUTERS 


MfmRRYfTlRC 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy"  Computers 

Radio  Shack""  phones  .    .  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


FREE 
CATALOG 

Of  business  hooks  for  sulc 

by  the  i  s  Government! 

Write  i<> 

i  n  c  Business  (  julou 

i  S  Government  Printing  Office 

oiiui  ol  Marketing    Mop  \\i 

Wfcthlngton  i><    10401 


FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  ?6S^$55 

An  introductory  subscription  to  The  Value  Line 

Investment  Survey  brings  you  the  2000-page  Investors  Reference 

Service— Value  Line's  most  recent  Ratings  and  Reports  on  1700 

stocks.  You  will  also  receive  analyses  ofabout  130  stocks  each 

week  for  10  weeks  for^$65  $55.  Available  only  once  every  two  year 

to  any  household.  SPECIAL  BONUS:  With  your  subscripUon  you  Jf 

will  also  receive  the  J.K.  Lasser's  1992  Tax  Guide,  covering  Yeai 

Round  Financial  Planning  •  24  hours  Tax  Update  Hotline  •  IneomVl 

Tax  Forms  and  Worksheets... available  while  supplies  last.  Your 

subscription  to  Value  Line  may  be  tax-deducUble.  Consult  your  ta 

advisor.  Send  check  or  money  order  along  with  name,  address 

and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.316G25)American  Express.  MasterCard  or  Visa. 

24  hours  a  day.  7  days  a  week.  30  day  Money-Back  Guarantee. 

Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax. 

Foreign  rates  upon  request. 


ML 


The  Value  Line  Investment 

711  3rd  Avenue 
NY.  NY  10017 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICA1 

AWARD  PLAQUES  WHOl 

Perfect  award  to  show  appreciation  anj 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


FINANCIAL  SERVICES 


EDUCATIONAL  SERVICES  | 


IMMEDIATE 
CASH 

FOR YOUR 

SLOW  PAYING 

ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 

417  Fifth  Avenue 

New  Vu-k,  N\  L0016 

(212)  696-0505 

Contact  Corporate 

Finance  Department 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  00CT0RA 
Hi  tort  L*t  <M  Icaar- 
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VOICE  MAIL 


EXECUTIVE  GIFTS 


REAL  ESTATE 


Sound  like  A  MILLION  BUCKS! 


YOUR 
MESSAGE 
THRU! 


\s% 


Executive  BackChair 


AIL 
CALL  PROCESSING 


Let  Voice  Solution  transform  your 
PC/XT/AT/386  into^fculti-line  voice 
processing  commarW  center.  Have 
your  computer  intelligently  pro- 
cess your  sales,  inquiries  and 
messages.  Complete  package. 

Single  Line  (Bigmouth) .  $295.00 
Multi-Line $995.00 

(Developer/OEM  packages  available) 

VISA    MCAMEX- COD 

Call:  (510)  522-3800 

FAX:  (510)  522-5556  ■ 

w 


TALKING  TECHNOLOGY,  INC. 

1125  ATLANTIC  AVE   •  ALAMEDA,  CA  94501 


FURNITURE 


V'FREE  COLOR  CATALOG 


Revolving  Bookcases,  Solid 

Mahogany  &  Other  Hardwoods 

Factory  Direct  Prices 

Time-N-TimberWoodcrafters,lnc. 
FB, Box 355.  Silverhill.AL, 36576 


'h  our  ma/tnifuant    Ergonomi 
tand-llp  Desks 

irtiink  belter  •  Work  better 
I  eel  Titter  •  Makes  a  great  gift 
vorludfor  Ckunhiil,  Hrmutgwaf, 
ranifurttr,  Jtfftrsoa  ami  many  oiktn 
ii  owlet 
nt»rthor     7oe-j«5-i270 
B 1 7  toocri  SI  tfoodvtow  IL  60 1 53 


FORBES  MARKET/ 
CLASSIFIED 

Advertising  closing  date  is  one 
month  preceding  date  of  issue. 

Frequency  discounts  available. 
Payment  must  accompany  order 
unless  from  accredited  agency. 

FOR  ADDITIONAL 

INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Fifth  Ave..  N.Y..  NY  10011 
(212)  620-2440 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain. 

•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

■  Forward-tilt 
feature 


PdLKJdVCr     1-800-251-2225  ot  write 
53  Jeffrey  Ave..  Dept.  WE.  HoUiston.  MA  01746 


HEALTH/FITNESS 


I  i  f  a/- 


Vff 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
is  Jitness  to  go" 

USA  TODAY 
FREE  INFO 

1-800-553-6633 

LIFELINE 

1421  S.PARK  ST. 

MADISON,  Wl  53715 

Made  in  the  USA 


SOUTH  CAROLINA  COASTAL  PLANTATION 


HARRIETTA  PLANTATION 
Striking  Southern  Colonial  architec- 
ture, circa  1797,  on  Nat'l  Register. 
336  acres  along  the  Santee  Delta, 
breathtaking  waterfront  views,  guest 
&  manager' s  cottages,  1 73  acres  diked 
marshes  for  duck  hunting  &  fishing. 
A  rare  &  remarkable  country  or  cor- 
porate estate  just  45  mi.  north  of  his- 
toric Charleston,  SC,  10  mi.  from  the 
ocean.  $3,950,000.  Brochure. 

THE  PRUDENTIAL 

Charleston  Area  Realty 

John  A.  Wilder,  B1C 
7951  Dorchester  Rd.,  Charleston,  SC  29418 
Bus.  (803)  552-2905/Res.  (803)  873-6507 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


The  Buffalo  Runners,  Big  Horn 
Basin  by  Frederic  Remington 

Includes  story  booklet  and  custom  gift 
presentation.  Touring  America  Guild,  Inc. 
1-800  541-8058    Free  color  brochure 


MUSIC  CATALOG 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogany  with 
handpainted  markings  and  details 

•  Over  160  models'  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1  800  950  9944 


It  aVI, II  If  IIC 


WOOD'S  liAMNGMAKEB 

Of  FINS 
AU0SCUUTUK5 

14255  North  79*  Stral 
kottsooltAirpoit.AZ  85260 
16021 991-1841   ft£>    » 


WORLD'S  LARGEST  CD  CATALOG 

Browsing  through  Bose  Express  Music  Catalog  is  like  having  an  enormous  record  store  all  to 
yourself.  You  can  shop  for  the  music  you  want,  when  you  want  it.  We  carry  everything  in  print  in 
Rock,  Jazz,  Blues,  Pop,  Classical... you  will  find  it  all  here  in  our  240-page,  50,000-title  CD,  Tape 
and  Video  source  book. 

The  catalog  is  $6.00  per  year  (and  includes  a  $6.00  refund  certificate).  To  order,  call  our  800  number, 
or  send  the  order  form  to  us  by  fax  or  post.   There  is  no  obligation  or  unrequested  shipments. 

FREE  UPDATES 

New  Subscribers  will  receive  one  free  year  of  Updates,  covering  new  releases  &  specials. 


EXPRESS! 


ML 

CATALOG^ 


ALMOST 


FREE  CD 


New  catalog  subscribers  may  choose  to  receive  a  Free  72-minute  CD  with  23  tracks,  including  a  song  from  the  new  Nils  Lofgren  release, 
plus  Jimi  Hendrix,  Jerry  Jeff  Walker,  Frank  Zappa,  Badfinger,  DEVO,  David  Bowie  and  more.  Reg.  Price:  $9.99  +  S&H.  New 
subscribers  pay  only  the  $3.95  S&H  Charge  (55328) 


L 


SUBSCRIPTION/MAIL  ORDER  FORM 

□  Start  the  Updates  &  send  the  240-page  Catalog  ($6.00/yr,  refundable 
on  the  first  order  from  the  Catalog) 

□  Yes.  Please  include  my  FREE  Rykodisc  CD.  I'm  enclosing  an  extra 
$3  95  for  Shipping  &  Handling.  (55328) 

J  Check  or  □  Credit  Card  UVisa  CJMC  QAMEX 
(Outside  U.S.  Credit  Card  Only,  Please) 

CC#  EXP 


Name 


Address 


City,  State,  Zip 


Call  1-800-451 -BOSE  (2673)  or  mail  with  payment  to:    | 
BOSE  EXPRESS  MUSIC 


The  Mountain,  Framingham,  MA  01701 
Fax:  508-875-0604 
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Looker 

Last  year  Helene  Curtis  Industries, 
Inc.,  the  $1  billion  (estimated  sales) 
producer  of  packaged  toiletries  and 
hair  care  products,  launched  Degree 
antiperspirant  in  the  U.S.,  introduced 
its  Salon  Selectives  hair  care  line  in 
Japan  and  entered  the  German  hair 
care  market  with  Finesse.  The  effort 
hit  the  Chicago- based  company's 
earnings.  For  the  fiscal  year  ended 
Feb.  28,  1991,  Helene  Curtis  earned 
just  70  cents  a  share  from  continuing 
operations,  down  from  SI  .87  in  fiscal 

1990.  But  Chief  Executive  Ronald 
Gidwitz,  46,  wasn't  deterred.  "We're 
at  a  point  where  we  can  do  a  lot  of 
things  and  do  them  well,"  he  says. 

Analyst  Bonita  Austin  of  New 
York's  Wertheim  Schroder  &  Co. 
agrees.  She  expects  the  company's 
profits  to  grow  about  20%  per  annum 
on  13%  annual  sales  gains  over  the 
next  five  years.  In  the  current  fiscal 
year,  she  estimates  Helene  Curtis' 
earnings  will  recover  to  $2  a  share, 
and  she  expects  it  to  earn  $2.30  in 
fiscal  1993,  soon  to  begin. 

Over  the  last  ten  years,  says  Austin, 
Helene  Curtis'  total  marketing  ex- 
penses equaled  roughly  39%  of  sales. 
But  now  that  the  company  is  a  major 
force,  Austin  expects  marketing  to 
edge  down  as  a  percent  of  sales.  That 
will  help  raise  the  operating  margin, 
only  3.1%  last  year,  to  about  6%  in 
five  years. 

Helene  Curtis  stock  hasn't  gone 
unnoticed.  Recently  at  373A  on  the 
nvsh,  it  is  up  58%  since  the  start  of 

1991.  But  Austin  thinks  it  will  rise 
about  another  30%,  to  50,  inside  12 
months.  (Through  their  99%  owner- 
ship of  the  supervoting  Class  B  stock, 
the  Gidwitz  family  controls  81%  of 
the  total  votes.) 

Marketing  war? 

SPEAKING  of  personal  care  products, 
analyst  Austin  ofWcrtheim  Schroder 
also  has  some  comments  about  the 
prospects  fol  $660  million  (estimated 
sales)   Tambrands    Inc.    Headquar 
tcred   in   White    Plains,   NY.,    lam 
brands'  Tampax  brand  accounts  tor 
about   60%  of  the   U.S.   market    tor 
tampons.    Other    products    include 
Maxithins  feminine  protection  cxter 
rial  napkins 

The  Big  Board  stock  has  risen  42'V 
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this  year,  to  a  recent  55.  Austin  esti- 
mates that  1991  earnings  will  remain 
at  $2.30  a  share,  followed  by  a  30% 
gain,  to  $3,  in  1992. 

Still,  Austin  is  cautious.  She  notes 
that  Tambrands  intends  to  raise  Tam- 
pax prices  another  20%  next  year,  on 
top  of  the  10%  increase  last  year.  This 
will  put  its  tampon  prices  closer  to 
rival  Playtex's.  But  Austin  believes  a 
segment  of  the  population  has  been 
willing  to  pay  a  premium  for  Playtex 
because  of  real  or  perceived  differ- 
ences in  the  product's  quality. 

At  higher  prices,  Austin  thinks 
Tambrands  runs  the  risk  of  losing 
market  share  to  Playtex — and  to  ag- 
gressive pricing  and  heavy  advertising 
from  Kimberly-Clark  (Kotex)  and 
lohnson  &  Johnson  (o.b.).  Pending 
further  information,  she  grades  Tam- 
brands a  hold. 

Better  bettor 

The  recession  has  cut  deeply  into 
gaming  industry  earnings.  But  now  a 
recovery  appears  to  be  under  way. 
How  to  play  the  turn? 

Allan  Roness  and  Stuart  Linde  of 
New  York's  Fahnestock  &  Co.  rec- 
ommend $485  million  (estimated 
sales)  Aztar  Corp.  Based  in  Phoenix,  it 
runs  the  former  gaming  business  of 
Ramada  Inc.  Aztar's  main  hotel/ca- 
sinos are  the  TropWorld,  in  Atlantic 
City,  and  the  Tropicana,  in  Las  Vegas. 
(There  is  also  the  much  smaller  Ra- 
mada Express,  in  Laughlin,  Nev. ) 

Aztar  has  slashed  staff  and  market- 
ing expenses.  This  has  added  operat- 
ing leverage.  Meanwhile,  the  Tropi- 
cana has  been  remodeled  and  the 
number  of  slot  machines  has  been 
increased. 

Although  Roness  and  Linde  admit 
that  additional  capacity  may  delay  a 
rebound  for  the  industry  as  a  whole 
(Forbes,  Sept.  30),  they  say  it  could 

work  to  Aztar's  benefit  in  the  case  o\ 
the  Tropicana,  which  is  situated  at  the 
southern  end  of  the  las  Vegas 
"Strip."  Traffic  there  has  risen  since 
Circus  Circus  opened  the  Excalibur 
across  the  street  from  the  Tropicana 
last  year. 

Another  attraction:  A/tar  has  the 
strongest  balance  sheet  in  the  Indus 
try.  Long  term  debt,  $177  million, 
equals  a  relatively  modest  36%ofcapi 
tal.  Plus  there  is  about  $70  million,  or 


Aztar's  Tropicana  in  Las  Vegas 
More  slots. 
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SI. 85  a  share,  of  cash  in  the  till. 

Roness  and  Linde  estimate  Azts 
will  earn  12  cents  a  share  this  yea 
down  from  16  cents  in  1990.  The 
expect  1992  earnings  to  nearly  quj 
druple,  to  45  cents  a  share.  Sine 
March  the  stock  has  pretty  much  bee> 
stuck  between  6  and  7x/i.  Recent  o-t- 
price:  6 Vs.  The  analysts  think  th 
stock  will  go  to  12 — a  double — ove' 
the  next  12  months.  (There  are  37.J 
million  shares.) 
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How  now,  Dow? 

Like  all  cyclical  companies,  S18.( 
billion  (estimated  sales)  Dow  Chemi 
cal  Co.  has  struggled  during  the  reces 
sion.  Last  year  the  giant's  earnir. 
45%,  to  S5.10  a  share;  in  1991  t: 
will  likely  drop  another  30%  or  so.  tt 
S3. 55.  Last  year  the  stock  was  cut  ir1 
half,  from  75  to  37.  Recent  price:  53 

This  year's  third-quarter  earning? 
(82  cents  a  share,  versus  SI .04  in  the 
same  period  last  year  I  declined  far  les* 
than  anticipated.  But  don't  mistake 
this  for  a  turnaround,  warns  analvst 
Paul    Leming  o\   Kidder,   Pcabody. 
He's  worried  by  the  longer  term  im- 
plications ot   Dow  \  massive   . 
program.  After  averaging  just    5 
million  from  N84  through  191 
jumped  to  nearly  the  S 1  "billion  Ic 
in  1988  Sc>  and  has  since  risen  to  an 
annual    $2.1    billion.    The    \^ 
forecast  is  about  S2  billion  a  year. 

Dow  has  opened  major  new  stvrcnc 
capacity  in  Europe.  A  vinyl  chloride 
plant  will  come  on  stream  in  W°4, 
two    big    ethylene    plants    also    are 
planned,   set    to   open   in    1994  95  V 
With  each  of  these  commodity  chemi 
cals  already  suffering  from  o\  ercapaci 
t\ ,  1  eming  thinks  Dom  is  asking  for 
trouble  by  building  even  m 
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:ming  estimates  that  by  year-end, 
's  total  debt  will  exceed  $8  bil- 

i,  up  from  $6.1  billion  at  the  end  of 
k9.  That  would  represent  roughly 
k>  of  capital,  the  highest  since  the 
\\  1980s.  Add  it  all  up,  and  Leming 
kcts  another  earnings  decline,  to 
JSO  a  share,  next  year.  Despite 
Iw's  strong  dividend  (currently 
j.60  a  share,  for  a  4.9%  yield),  he 

iks  the  stock  could  backtrack  into 

mid-40s. 

lack  'em  up 

xdi.hman  Co.,  the  biggest  rack 

ber   of  home   entertainment   to 

ss  merchants,  had  a  terrible  fiscal 

91.  Retailing  in  general  was  weak 

d  there  were  no  big  movies  or  music 

Sii  ts  to  release  on  videocassettes  or 

ix  impact  discs,  respectively.  Earnings 

oi  r  the  year  ended  Apr.  30  fell  36%, 

i  Dm  $  1 . 1 3  to  72  cents  a  share. 

<H    Nonetheless,    Troy,    Mich. -based 

31  andleman  in  July  paid  S99  million 

1  cash  for  assorted  assets  of  leading 

^mpetitor  Lieberman  Enterprises,  a 

ivision  of  live  Entertainment.  Why? 

jecause  Handleman  wants  a  bigger 

i  fiare  of  a  market  that's  already  going 

i  s   way.    Mass    merchants    such    as 

d  Opart  and  Wal-Mart,  which  account 

t  3r   roughly    60%    of  Handleman's 

c  '960  million  (estimated  sales)  vol- 

me,  are  selling  lots  more  videos  and 

ompact  discs. 

Handleman  has  some  hot  products 

>  o  distribute,  too.  In  videos,  block- 

mster  Home  Alone  was  released  for 

lome  sale  in  August;  animation  clas- 

;ic  Fantasia  recently  came  on  the 

narket.  In  music,  there  are  new  hit 

ilbums  by  Guns  N'   Roses,  Garth 

Brooks  and  Motley  Criie,  and  albums 

coming  up  by  Michael  Jackson,  U2 

and  rap  star  Hammer. 

Analyst  Mark  Manson  of  Donald- 
son, Lufkin  &  Jenrette  expects  earn- 
ings for  the  current  fiscal  year,  ending 
next  April,  will  recover  to  $1.15  a 
share.  His  estimate  for  the  following 
vear  is  $1 .40.  The  stock — recent  NYSE 
price  of  1 7V% — has  doubled  over  the 
year  or  so;  the  easy  money  has 
been  made.  But  Manson  notes  that 
•iHandleman  still  has  another  40%  to 
go  before  it  reaches  its  1989  high. 
There  are  32.8  million  shares  out- 
standing; the  Handleman  family 
owns  about  10.5%.  Wk 
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LOOKING  FOR  MORE  INCOME? 


Choose  Spartan 

For  Higher 
Tax-Free  Yields 

A  Nationally  Diversified  Portfolio 
of  Quality  Municipal  Bonds 


Spartan  Municipal 
Income  Portfolio 


Tax-Equivalent 
Yield2 

(31%  tax  rate) 


10.23% 


Current  Yield2 

(30day) 


7.06* 


1-Year 
Total  Return2 

(9/30/90-9/30/91) 


13.45% 


Avg.  Annual  Return/ 
Life 


of  Portfolio2    111   QR% 


Spartan  Municipal 
Income  Portfolio  uses  the 
Spartan  Approach®  to  maxi- 
mize tax-free  yields  by  mini- 
mizing fund  expenses.  And, 
you  pay  only  for  the  transac- 
tions you  make.1 

Plus,  in  seeking  yields  that 
are  free  from  federal  income 
taxes,3  the  fund  offers  you  the 
benefits  of  diversification  by 
investing  in  a  quality  portfolio 
of  municipal  bonds  from  all 
regions  of  the  country.  Of  course,  yield,  share  price  and 
return  will  vary. 

For  more  complete  information,  including  management 
fees  and  transaction  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  (Mini- 
mum investment  is  $10,000.) 

Call  24  Hours  For  a  Free  Fact  Kit 

1-800-544-8888 


(6/4(90-9/30/91) 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


'Transactions  will  reduce  your  return.  2  Annualized  historical  yield  for  the  period  ending  10/31/91-  Perfor- 
mance figures  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains 
and  the  effect  of  the  $500  closeout  fee  on  an  average  size  account.  Vbu  may  have  a  gain  or  loss  when  you  sell 
your  shares.  If  the  adviser  had  not  paid  a  portion  of  the  Portfolio's  expenses  the  yield  and  tax-equivaient  yield 
would  have  been  approximately  6.81%  and  987%,  respectively,  and  total  return  would  have  been  lower.  The 
expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  yield  will  go  down.  3A  portion  of 
income  may  be  subject  to  the  federal  alternative  minimum  tax.  Fidelity  Distributors  Corporation  (General 
,     Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266-0603  CODE:  FORB/SMB/1 12591 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelrv  or  now 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call 

}  or  wine  to:  Errol  Rvland. 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WK2 
Ft.  Garland,  COSH 
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|e  more  things  change . . ." 
)  years  ago  in  Forbes 

OM  the  issue  of  Nov.  26,  1921) 
onsumption  [of  gasoline]  in  Au- 
st,  according  to  the  U.S.  Bureau  of 
nes,  made  a  new  high  record  at 
.5  million  gallons.  In  July  it  was 
jly  457.8  million  gallons,  and  the 
record  in  1920  was  479.7 
ion  gallons.  Thus,  right  in  the 
dst  of  a  severe  business  depres- 
|n.  .  .  gasoline  is  consumed  in  great- 
quantities  than  ever  before." 


census  of  unemployment  in  New 

>rk  City  made  by  the  Committee  on 

lemployment  Statistics  shows  a  to- 

of  343,000,  apart  from  a  large 

imber  working  part  time.  Those  out 

rwork  total  about  13.5%  of  the  city's 

[531,747    residents    employed    in 

linful  occupations.  ..." 

0  years  ago 

-ROM  THE  ISSUE  of  Dec.  1, 1931) 
Closed  banks  should  either  be 
eedily  reopened,  or  the  proceeds 
om  their  assets  distributed  (as  real- 
ised) to  depositors  with  all  feasible 
spatch.  The  affairs  of  bankrupt  con- 
erns  have  been  notoriously  mishan- 
led  in  the  past.  Receivers  usually 
lave  made  their  jobs  last  unconscio- 
nably. Interminable  delays  in  paying 
reditors  have  been  the  rule.  It  is 
ssentially  important  that  victims  of 
>ankrupt  banks  receive  every  possible 
>enny  without  a  day's  avoidable 
lelay." 

)0  years  ago 

From  the  issue  of  Dec.  1,  1941) 


Early  downtown  rebuilding  of  Stony 
Brook,  N.Y.'s  retail  district. 

"The  surest  way  for  federal  lawmak- 
ers to  commit  suicide  would  be  to 
command  taxpayers  to  pay  next  year 
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Its  Convair  jets  lost  General  Dynamics  a  cool  $470  million. 


both  1941  and  1942  levies.  There  will 
be  resentment  enough  among 
[those]  forced  to  pay  stiff  income 
taxes  next  March  on  this  year's  earn- 
ings. To  pile  on  top  of  that  still  heavier 
1942  imposts  .  .  .  would  so  infuriate 
voters  that  those  lawmakers  endors- 
ing such  action  would  be  almost  cer- 
tain to  suffer  defeat  when  seeking 
reelection  next  November." 

"Look  for  total  federal  expenditures 
of  $23  billion  in  1942  and  $29  billion 
in  1943,  says  Dr.  Carl  Shoup,  asso- 
ciate professor  of  economics  of  Co- 
lumbia University.  If  these  figures  are 
realized  look,  too,  for  more  and  more 
taxes,  more  and  more  government 
control  in  business." 

"Hudson  Motor  Car  Co.,  conduct- 
ing a  survey  of  color  preference  for  its 
1942  models,  reveals  that  black  is  still 
the  popular  favorite,  with  red  close 
behind,  followed  by  green.  According 
to  W.L.  Courage,  sales  office  manag- 
er, however,  the  popularity  of  black 
has  fallen  off  considerably  in  recent 
years  in  favor  of  the  brighter 
colors.  .  .  ." 

25  years  ago 

(From  the  issue  of  Dec.  1, 1966) 
"  'I  suppose  it's  really  too  much  to 
expect  that  you  could  write  a  story 
about  General  Dynamics  without 
talking  about  the  Convairs,  isn't  it?' 
asks  the  man  from  General  Dynam- 
ics. .  .  .  The  answer,  of  course,  is  that 
it's  a  litrie  like  writing  a  story  about 
Johnstown,  Pa.  without  mentioning 
the  flood.  The  Convair  story  has  a 
macabre  flavor  all  its  own — the  great- 
est corporate  bath  in  history,  so  re- 
corded in  the  Guinness  Book  of  World 
Records,  $470  million  down  the 
drain,  $50  million  more  than  the 
Ford  Motor  Co.  lost  on  the  Edsel. 


The  miracle  is  that  the  loss  didn't 
finish  the  whole  company  off  there 
and  then." 

"A  new  kind  of  mutual  fund  began 
selling  shares  last  month.  The  Hubsh- 
man  Fund,  finally  approved  by  the 
SEC,  began  the  management  of  assets 
with  which  it  is  permitted  to  sell  short, 
borrow  money  on  securities,  buy  puts 
and  calls,  and  indulge  in  a  lot  of  short- 
term  trading.  .  .  .  The  new  Hubsh- 
man  Fund  is  a  hedge  fund.  That  is,  it 
protects  itself  against  reversals  in  the 
market  not  by  holding  a  cash  reserve, 
but  by  going  short  in  some  stocks." 

10  years  ago 

(From  the  issue  of  Nov.  23, 1981) 
"The  American  public  has  given  the 
U.S.  auto  industry  an  ultimatum: 
Produce  better-quality  cars  at  a  lower 
price  or  we  will  buy  Japanese.  General 
Motors  Corp.  and  Ford  Motor  Co. 
are  passing  the  ultimatum  to  the 
United  Auto  Workers:  Slash  the  pay 
and  fringe  benefit  package.  Don't  nip 
pennies  from  it;  hack  off  dollars  per 
hour.  Slash  it  now.  We  aren't  going  to 
wait  until  new  contract  bargaining 
next  summer  and  fall.  If  you  don't  we 
will  move  production  overseas.  If  we 
don't,  the  public  will  do  it  for  us." 

"Over  four  seasons  from  1966 
through  1969,  the  NCAA  managed  to 
get  $36  million  from  the  ABC  televi- 
sion network  for  the  exclusive  right  to 
broadcast  ncaa  football  games.  For 
four  years  beginning  with  the  1982 
season,  if  all  goes  well .  .  .  the  ncaa 
will  extract  7  times  that  sum — $263.5 
million,  to  be  exact.  ..." 

"Wall  Street  firms  currendy  earn 
more  money  from  financing  and  in- 
vesting customer  balances  than  from 
buying  and  selling  stock."  ■■ 
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10  un  mt  Duoincoo  ur  Lire 


A  religion  which  does  not 
enrich  and  enlarge  life 
here  and  now,  which  denies 
rewards  for  worthiness  this 
side  of  the  grave,  is  not 
worthwhile,  has  not  and 
should  not  have  an 
irresistible  appeal  to  a 
normally  minded  human 
being.  Such  was  totally 
different  from  the  brand  of 
religion  Christ  enunciated, 
I  am  profoundly  convinced. 
The  Old  Country  concentrated 
mainly  on  the  Old  Testament. 
The  New  Testament  fits 
better  into  the  New  World 
and  the  new  day.  It  offers 
<(life  more  abundant,"  joy, 
peace,  hope,  unfailing  and 
unstinted  rewards  here  below. 


-B.C.  Forbes 


Health  food  makes  me  sick. 

-Calvin  Trillin 

The  federal  [bank  deposit] 
insurance  scheme  has  worked 
up  to  now  simply  and  solely 
because  there  have  been  very 
few  bank  failures.  The  next 
time  we  have  a  pestilence  of 
them  it  will  come  to  grief 
quickly  enough,  and  if  the 
good  banks  escape  ruin  with 
the  bad  ones  it  will  be  only 
because  the  taxpayer  foots 
the  bill. 
-H.L.  Mencken  (1936) 

By  the  time  you  swear  you're  his, 
Shivering  and  sighing, 
And  he  vows  his  passion  is 
Infinite,  undying — 
One  of  you  is  King. 
-Dorothy  Parker 

Lite  does  not  cease  to  be 
funny  when  people  die  any  mote 
than  it  ceases  to  be  serious 
when  people  laugh. 
Cil  ORGI  Hi  RNARD  Shaw 


A  Text ... 

Say  ye  to  the  righteous 
that  it  will  be  well  with 
him:  for  they  shall  eat 
the  fruits  of  their  doings. 
Woe  unto  the  wicked!  it 
shall  be  ill  with  him: 
for  the  reward  of  his 
hands  shall  be  given  him. 
-Isaiah  3:10-11 


Sent  in  by  Mrs.  Gary  Boggs, 
Fallston,  N.C.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


I  did  not  attend  his  funeral, 
but  I  wrote  a  nice  letter 
saying  I  approved  it. 
-Mark  Twain 

I'm  leaving  because  the 
weather  is  too  good.  I  hate 
London  when  it's  not  raining. 
-Groucho  Marx 

How  do  you  know  when  you're 
old?  When  you  double  your 
current  age  and  realize  you're 
not  going  to  live  that  long. 
-Michael  J.  Leyden  II 

In  the  eyes  of  the  people, 
the  general  who  wins  a  battle 
has  made  no  mistakes. 
Vol  r.MRi 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave..  New 
York,  N.Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Love:  A  temporary  insanity 
curable  by  marriage. 
-Ambrose  Bierce 

Facts,  as  such,  never 
setded  anything.  They  are 
working  tools  only.  It  is 
the  implications  that  can  be 
drawn  from  facts  that  count, 
and  to  evaluate  these 
requires  wisdom  and 
judgment  that  are  unrelated 
to  the  computer  approach 
to  life. 
-Clarence  B.  Randall 

The  greatest  mistake  is  to 
imagine  that  we  never  err. 
-Tho.\l\s  Carlyle 

False  gods  must  be  repudiated, 
but  that  is  not  all:  The 
reasons  for  their  existence 
must  be  sought  beneath 
their  masks. 
-Alex\nder  Herzen 

Love  is  what  happens  to  a 
man  and  a  woman  who  don't 
know  each  other. 
-Somerset  Maugham 

The  colonel's  lady  and 
Judy  O'Grady  are  sisters 

under  their  skins. 

-RrOYARD  KirLINC, 

The  rarest  courage  is  the 
courage  of  thought. 
-Anatoi  y  Fk 

Education  is  a  method 
whereby  one  acquires  ■ 
higher  grade  ofprejudk 
-Laurenq  I.  Peter 

The  harshest  tvranm  is 
that  which  acts  under  the 
protection  of  legality  and 
the  banner  of  JUStk 

M  IT' 

Truth  is  the  daughter  o\ 
time,  not  of  authoritx 
-Fram  is  Ba<  on 
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PORTRAITS 


DO  THEY  REALLY  HAVE  TO  BE  SO  DULL? 


SHOTGUNNING  WITH  SCHWARZKOPF, 
SKIING  MOUNT  ULTIMATE  (1)1(1  more 


Regatta  Traditions  suit  from  Hart  Schaffner  &  Marx  is 
tailored  in  crisp,  pure  wool  for  seasonless  comfort.  In 
sizes  3846  regular,  40-46  long,  525. OO 
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"Multiple  Choice" 

This  woman  is  obviously. . . 

a.  in  love  with  rich  food. 

b.  eating  her  carats. 

c.  about  to  drop  about 
$250,000  worth  of  pasta 
in  her  lap. 


\ 
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The  300-HP 
Advanced  Traction 
Control  Chevrolet 
Corvette  LT1 

The  new  LT1  V8  is  the 
mast  technically  advanced 
small  block  in  Chevrolet 
history  And  only  one 
machine  has  it:   The  new 


1992  Corvette.  ♦  Flaunting 
such  technical  wizardry 
as  reverse-flow  cooling;  a 
front-mounted  ( )pti-Spark 
distributor,  aluminum 
cylinder  heads,  hjgh- 
compivssion  ( 10.^:1 ) 
pistons  and  an  aggressive 
hydraulic  roller  cam- 
shaft, the  III  generates 


>eamle>\  effortless  pow« 
The  kind  of  power  that 
makes  a\\  enthusiasts 
mouth  water  And  to 
help  get  it  to  tlx*  grouixl. 
Corvette  featun  -lera 

lion  Slip  Regulation  I  VSF 
a  highly  sophisticated 
traction  o>ntn>l  system 
that  regulates  ilie 
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FEATURES 


The  Portrait  Thing 

•  •  •  •  • 

An  official  portrait  of  George  Bush 

will  be  unveiled  next  month.  Frankly, 

we  like  ours  better. 

Page  60 

Saving  Face 

How  to  look  royal  in  oil. 
Page  68 

The  Homeowner  Who 

Told  The  Contractors 

To  Shove  It 


Page  70 


NTRIBUTORS 

Robert  Forbks 

hristopher  buckley 

Duncan  Christy 
Mark  Grischke 

Neal  Santelmann 
Allison  Moir 

Geoffrey  Norman 

G.  Gordon  Liddy 

Peter  Occhiogrosso 

Alexander  Isley  Design 

Ellen  Dweck 
Evelyn  Mitchell 

John  Romeo 

James  Cianelli 

Edward  B.  Morgan 

Robert  E.  Crawford 


Page97 


Hot  Tools 

•  •  •  •  • 

The  glory  and  the  power. 
Page  76 
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Behold  The 
Balloon  Snifter! 


The  second-best  thing  about  brandy 

is  the  glass,  posits  our 

spiritsual  advisor,  Don  Vivant. 

Page  110 

That  Weekend 
In  New  York 


Manhattan,  the  way 

Cole  Porter  meant  it  to  be. 

Page  112 

The  440,000  Mile  Car 

A  son 's  sweet  revenge. 
Page  120 


Airfare 

The  FedEx  Gourmet:  when  it  absolutely, 

positively  has  to  be  delicious. 

Page  78 

At  Ease  With 
The  General 

•  •  •  •  • 

Schwarzkopf  shoots  skeet.  Neat! 
Page  84 

The  Bull(etin)  Board 

•  •  •  •  • 

Ripping  clippings. 
Page  94 

Moguls  For  Moguls 

The  FYI  vacation  ski  package. 
Page  97 


Classic  Toys 

Ghosts  of  Christmas  Past  —  and  present. 
Page  126 
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Page  84 


We  wrote  the  book  on  vs 
performance.  wait  till 
-    you  get  your  hands 

on  the  sequel. 


. 


application  of  power  to 
the  rear  wheels,  providing 
optimum  grip  in  all  traction 
conditions.  ♦  Test-drive  the 
1992  Corvette  LT1.  Cover  to 
cover,  it's  the  best   \ette  yet. 
Corvette  LT1  Features: 
•  5.7  Liter  fuel-injected  1X1 
V8  with  300  HP  @  5000 
RPM.  •  Acceleration 


Slip  Regulation  (ASR). 

•  New  directional  and 
asymmetric  high- 
performance  Goodyear 
GS-C  Eagles.  •  Power  i- 
wheel  Bosch  ABS  IIS  anti- 
lock  disc  brake  system. 

•  Choice  of  4-speed 
automatic  or  6-speed 

manual  •  No-dedik  tible. 


3-ysai  3e>.000-mile  Bumper 
to  Bumper  Plus  Warranty* 


The  Heartblm 

of  Am  erica  is 

Winning: 


The  FYI  Selection 

The  Cream  Of 

The  Mail-Order 

Catalogues 

Yule  love  these  Yuletide 

'/ogues.  (Ouch.) 
Page   172 


Excerpt:  Holding 
Your  Liquor  In 
Ancient  Greece 


Page  130 


December  7,1941 


James  Chace  looks  back  at  the  day 

that  shaped  the  second  half 

of  the  American  Century,  and  asks 

the  pertinent  question. 

Page  131 

On  The  Block 


Auction  pro  Caroline  Butler  on  the  best 

autumn  buys  at  the  regional  houses. 

Page  140 

Making  The  Blade 

An  elegant  slice  of  Americana. 
Page  146 


Classics,  Illustrated 

•  •  •  •  • 

How  the  butler  did  it  in  Kazuo  Ishiguro  s 

The  Remains  Of  The  Day. 

Page  176 


Page  40 


•  ALSO- 

March  Of  Dollars 


.  1  Clip '//  'Save  guide. 
Page  40 

Lenin  For  Sale 


The  ultimate  conversation  piece. 
Page  58 
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DEPARTMENTS 


SECURITY 


(».  Gordon  Liddy,  up  in  arms. 
Page  8 

COYOTE  JACK, 
OUTDOORS  GUIDE 


There  are  strange  things 

done  'neath  the  midnight  sun. 

Page  IS 

SECOND  OPINION 


Slow  down,  America! 
Page  24 

TEN  PERCENT 
SOLUTIONS 


Don't  just  tithe,  tithe  with  style. 
Page  28 


GRAPE  JUICE 


Grapemeister  Stephen  Tanzer 

gets  his  kicks  from  Champagne. 

Page  32 

GDLTTRD? 


So  what  did  you  bring  me,  daddy? 
Page  3  8 

REVIEWS  ON  TAPE 


Audio  books  so  riveting  you 

could  grow  to  love  gridlock. 

Page  42 

SENIOR  VP  FOR 
ETIQUETTE 


The  holidays  decoded. 
Page  46 

THE  GOLF  BAG 


The  world's  unusual  tournaments. 
Page  50 


THE  EXECUTIV 


CROSS-TRAINING  COURSES 

With  your  routine,  who  needs  to  belong  to 
an  athletic  club?  Consider 
your  warm-up  as  you  nego- 
tiate Grand  Central's  human 
obstacle  course,  or  sprint  the 
length  of  O'Hare  for  an  interna 
tional  connection.  Add  the  hundreds 
of  stairs,  dashing  to 
cabs  and  pacing 
convention  halls  and  it's  no  wonder  the 
corporate  world  is  tough  on  your  feet. 
That  is  precisely  why  H.H.  Brown  created 
Comfa,  the  shoe  that  functions  like  a 
cross-trainer,  yet  looks  distinctively 
rich  and  professional.  It's  the  kind  of 
attention  to  detail  you'd  expect  to  find 
from  a  company  that's  been 
handcrafting  footwear      _^ 
since  1883.  £  TAX  I 
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Leather  stabilizers 
support  the  critical 
arch  and  heel  areas. 


—  Anatomically  curved 
and  padded  collars 
cradle  your  feet. 


Flex-Grid    air  chambers 


1 —  Our  Chameleon  Heel 
Bed,M  literati)  changes 

its  shape  and  guarantees 
a  custom  heel  tit. 


Comfa  WInc  iir\  Pi  un  i>»is  \m>Pimi  Boots  \k  \\  \\\  \m  \r. 


CHICAGO 

HANIG'S 


DETROIT 

SHERMAN  SHOES 


NEW  YORK  CITY 

PARAl.OV   VII*  ior 


PARAMUS,NJ 

OLOU     NORDSntOM 


ROSS-TRAINER 


Old-world  oiled,  full- 
grain  and  buck  leathers. 


NARROW 

MEDIUM 

WIDE 


w 

1 

D 

T     H     S 

A     N 

D 

SIZE 

S 

7 

7.5 

• 

8.5 

9 

9.5 

10    10.5 

11 

11.5 

12      13      14 

15 

HHBrqwn 

^W"'  SINCE  1883 


PHOENIX 

DILLARD'S 


SAN  ANTONIO  ,     SEATTLE 

dillard's  nordstrom 

For  more  information,  call  1-800-331-1728. 


WASH      GTON,  D.C. 

GEN  1ENSJODHPUR 


For  the  prudent 

man  who  leads  an 

interesting  life 


Security 


BY  G.  GORDON  LIDDY 


Hardware 
For  The  Home 


IOKBI.S 


THE  FOLLOWING  reflects  the 
views  of  the  author  and  in  no  way 
implies  agreement  on  the  part  of  the 
owners  of  this  publication  or  any  oth- 
er persons  associated  with  it. 
There. 

I'll  bet  that  got  your  attention.  But 
I  didn't  start  this  article  off  with  that 
paragraph  to  do  so.  I  put  it  there 
because,  although  the  editors  want 
my  counsels  to  be  practical,  my  ad- 
vice on  this  subject  is  so  candid, 
blunt  and  useful  as  to  violate  taboo: 
the  more  fundamental  the  truth,  the 
more  politically  incorrect  is  the  ex- 
pression thereof.  What  follows  is 
enough  to  send  my  colleagues  in  for  a 
triple  bypass.  It 
serves  them  right 
for  bringing  aboard 
someone  not 

known  for  his  shy 
and  retiring  person- 
ality. 

There  are  essentially  two  kinds  of 
people  in  this  world,  and  they  can  be 
distinguished  easily  by  their  reaction 
to  life-threatening  situations  such  as 
the  invasion  of  one's  home.  All  resort 
to  prayer.  But  it  is  by  the  texts  of 
their  prayers  ye  shall  know  them.  For 
some  it  is  a  version  of  "God,  please 
don't  let  them  find  me,"  then,  when 
found,  "God,  please  don't  let  them 
hurt  me."  Sometimes  the  plea  is  for  a 
miracle:  "God,  please  let  the  police 
get  here  in  time!"  Such  persons  have 
elected  to  be  life's  victims  and,  in- 
deed, only  God  can  help  them. 

There  are  others,  however,  who 
have  chosen  not  to  be  victims,  and  to 
whom  it  has  occurred  that  God  may, 
from  time  to  time,  be  busy  on  anoth- 
er line,  and  it  might  be  prudent  to  do 
i he  necessary  thing  to  protect  them- 
selves. Their  prayer,  left  on  the  Di- 
vine answering  machine,  is  for  the 
intruder:  "May  God  have  merc\  on 
your  soul."   This  article  is  for  them. 

There  is  an  essential  tool  of  self- 
protection  no  home  should  be  with- 
out: a  firearm.  What's  di.it  you  vi\  r 
Yours  is  one  of  the  few  municipalities 
with  a  law  thai  Forbids  outright  the 
presence  ^\  .1  firearm  in  the  home? 
Or  requires  .1  license  winch  the  au- 
thorities just  will  not  issue'  When  1 

TYI 


was  a  special  agent  of  the  FBI  there 
were  a  lot  of  rules  and  regulations 
issued  by  the  Bureau.  There  was  also 
an  unwritten  one  issued  by  the 
agents:  "I'd  rather  be  a  fired  ex- 
agent  looking  for  a  job  than  have  my 
name  on  a  plaque  in  Mr.  Hoover's 
office  proclaiming  me  a  Bureau  mar- 
tyr, and  my  widow  looking  for  a  job." 

Fortunately,  J.  Fdgar  Hoover's 
ideas  on  the  use  of  firearms  were 
characterized  by  reasonableness  and 
practicality.  Moreover,  he  had  a  flair 
for  impressing  them  upon  us  vividly. 
I  shall  never  forget  the  first  lesson, 
which  was  taught  the  very  moment 
after  we  were  all  sworn  in  as  brand- 
new  special  agents. 

At  the  completion  of  the  oath  of 
office,  we  were  asked  to  remain 
standing.  Each  of  us  had  been  issued 
a  leather  briefcase.  Among  its  con- 
tents was  a  service  revolver.  We  were 
instructed  to  remove  the  revolver 
from  the  bag  and  to  hold  it  out  in 
front  of  us,  at  face  level,  pointing 
straight  up  at  the  ceiling.  When  we 
had  all  done  so,  the  instructor  pro- 
duced a  revolver  himself,  held  it  in  a 
similar  position  and  pointed  to  the 
front  sight,  saying.  "Observe  the 
front  sight.  Now,  while  the  gunsmith 
is  here,  is  the  time  to  tell  us  if  you 
want  the  front  sight  filed  off." 

There's  one  in  every  crowd,  of 
course,  and  so.  after  a  moment  of 
puzzled  silence,  a  voice  came  the 
ranks:  "Why  would  we  want  to  do 
that,  sir?" 

"Because."  growled  the  veteran 
instructor,  "if you  ever  point  that  gun 
at  anyone  ami  you're  not  prepared  to 
kill  him.  he'll  take  it  awav  from  you, 
shove  it  up  vour  ass.  and  vou'll  feel  a 
lot  more  comfortable  if  we've  first 
filed  off  the  front  sight!"  1  esson:  it  is 
not  enough  to  know  how  and  when 
to  use  .1  firearm;  you  must  be  willing 
to  use  it. 

Those  without  the  benefit  of  prior 
training  in  the  use  of  firearms  in  the 
military  or  in  law  enforcement 
should  approach  the  task  of  learning  fcj 
as  if  it  were  tennis:  go  to  a  profession- 
al instmctOI  and  take  lessons.  Those 
with  the  tune  and  inonev  required  to 
take     the     tennis     ranch     approach 


Ten 

Perfectly 

Rational 

Reasons 

For  Wearing 

The 

Costliest 

Fragrance 

In  The 

World. 


1 .  "JOY  IS  MY  ONLY  ACCESSORY  THAT  DOESN'T  NEED 
CHANGING  FROM  THE  BOARDROOM  TO  THE  BEDROOM." 

2.  "A  SINGLE  WHIFF  OF  JOY  TURNS  A  RICH  MAN  INTO  A 
GENEROUS  MAN." 

3.  "Wearing  JOY  perfume  in  baccarat  crystal 

AT  THE  EXPENSE  OF  MY  EX-HUSBAND  IS  AMAZINGLY 
PLEASANT  AND  WICKED!" 

4.  "JOY  ADDS  LENGTH  TO  MY  LEGS,  WIT  TO  MY 
CONVERSATION  AND  A  BETTER  ACCENT  TO  MY  FRENCH." 

5.  "My  76  year  old  Grandmother  wears  JOY,  and 

SHE'S  LIVING  WITH  HER  28  YEAR  OLD  FENCING 
INSTRUCTOR." 

6.  "JOY  IS  THAT  RARE  BOUQUET  OF  10,400  JASMINE 
FLOWERS  AND  28  DOZEN  ROSES  THAT  NEVER  NEEDS 
WATERING  AND  NEVER  DIES." 

7.  "A  DAB  OF  JOY  ON  MY  CHECK  WRITING  WRIST  HELPS 
THE  ZEROS  FLOW  WITH  EASE." 

8.  "A  SPLASH  OF  JOY  BEFORE  COFFEE  AND  CORNFLAKES 
PUTS  THE  GLAMOUR  BACK  INTO  BREAKFAST." 

9.  "JOY  BODY  CREAM  MAKES  ME  FEEL  LIKE  A  MILLION 
WITHOUT  SPENDING  A  MINT." 

10.  "I  WEAR  DIAMONDS  BEFORE  FIVE,  BLACK  BEFORE 
DARK  AND  JOY  EAU  DE  TOILETTE  BEFORE  EVERYTHING." 


The  most  precious  flowers  on  earth  are  just  a 
few  of  the  things  that  make  JOY  the 
costliest  fragrance  in  the  world. 
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The  Ultimate  Timepiece 
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should  contact  Jeff  Cooper  at  the 
Gunsite  (sic)  Ranch,  Prescott,  Arizo- 
na. The  best  place  to  get  instruction 
locally  is  at  a  gun  club  affiliated  with 
the  National  Rifle  Association.  Then 
practice.  A  few  golf  lessons  do  not  a 
good  golfer  make;  one  must  spend 
time  at  the  driving  range.  To  learn 
gun  control,  which  means  hitting 
what  you  aim  at,  you  must  spend 
time  at  the  firing  range. 

As  for  when  to  use  a  gun,  Hoover's 
rule  is  best:  never  point  a  weapon  at 
someone  unless  you  are  justified  in 
killing  him;  then,  if  warranted,  do  so. 
Hoover's  FBI  forbade  warning  shots 
or  shooting  to  wound.  We  shot  to  kill. 
Period.  It's  still  the  best  policy. 

The  law  varies  from  jurisdiction  to 
jurisdiction  but,  generally  speaking, 
it  requires  that  a  citizen  faced  with 
deadly  force  retreat,  so  long  as  it  is 
possible  to  do  so,  before  resorting  to 
deadly  force  himself.  In  most  juris- 
dictions, however,  one  is  not  re- 
quired to  retreat  from  inside  one's 
own  home.  Even  if  the  law  in  your 
jurisdiction  differs,  consider:  a)  how 
many  grand  juries  will  indict,  or  petit 
juries  convict,  someone  who  used 
deadly  force  within  his  home  against 
a  hostile  intruder?  and  b)  remember 
the  unwritten  rule  of  the  special 
agents  cited  above.  So  what  if  they're 
mad  at  you  for  being  so  politically 
incorrect  as  to  defend  your  life?  At 
least  you're  alive  to  argue  the  point! 
Remember,  what  I  have  counseled 
has  to  do  with  a  hostile  intruder.  I 
don't  care  what  the  law  of  your  juris- 
diction is,  if  you  bang  out  Uncle 
Willie  coming  home  from  a  bender  at 
3:00  a.m.,  you're  in  trouble. 

When  alerted  to  an  intrusion  by 
tinkling  glass  or  otherwise,  1)  arm 
yourself.  2)  Identify  the  intruder.  3) 
If  hostile,  kill  him. 

Step  number  3  is  of  particularly 
practical  importance.  If  you  leave  the 
guy  alive  out  of  misguided  softhcart- 
cclncss,  he  will  repay  your  generosity 
of  spirit  by  suing  you  for  causing  his 
subsequent  paraplegia  and  seek  to 
force  you  to  support  him  for  the  rest 
of  his  rotten  life.  In  court  he  will 
plead  that  he  w;is  depressed  because 
society  had  failed  him,  and  he  was 


rv/00^> 


There's  one  big  problem  with  a  shotgun,  though:  you're  going  to  catch  hell  from 

your  wife  because  you'll  also  shred  the  Chippendale  sideboard  and  the 

irreplaceable  portrait  of  her  mother. 


looking  for  Mother  Teresa  for  com- 
fort and  to  offer  his  services  to  the 
poor.  In  that  lawsuit,  you  will  lose.  If, 
on  the  other  hand,  you  kill  him,  the 
most  you  can  expect  is  that  a  relative 
will  bring  a  wrongful  death  action. 
You  will  have  two  advantages:  first, 
there  will  be  only  your  story;  forget 
Mother  Teresa.  Second,  even  if  you 
lose,  how  much  could  the  bum's  life 
be  worth,  anyway?  A  lot  less  than  50 
years  worth  of  paralysis.  Don't  play 
George  Bush  and  Saddam  Hussein. 
Finish  the  job. 

Which  brings  us  to  the  question  of 
the  hardware.  Anyone  with  any  expe- 
rience at  all  in  the  resolving  of  seri- 
ous interpersonal  differences  will  tell 
you  that  nothing  beats  a  12-gauge 
shotgun  loaded  with  ()()  buckshot.  If 
you  possess  one,  it's  probably  be- 
cause you  hunt  or  shoot  skeet  or  trap, 
meaning  you  are  familiar  with  the 
piece  and  know  how  to  use  it.  At  the 
range  of  a  household  gunfight — rare- 
l\  over  20  feet — aim  need  onl\  be 
approximate;  you're  going  to  shred 
the  guy.  There's  one  big  problem 
with  a  shotgun,  though:  vou're  going 

to  catch  hell  from  youi  wife  because 
you'll   also   shred    the   Chippendale 


sideboard  and  the  irreplaceable  por- 
trait of  her  mother. 

Your  high-powered  hunting  rifle  or 
the  30-06  M-l  Garand  Dad  brought 
back  from  World  War  II  also  are  not 
ideal.  The  bullet,  after  going  through 
the  bad  guy  with  little  loss  of  energy 
and  velocity,  will  likely  sail  off  down 
the  street  to  take  out  the  water-meter 
reader.  You  will  not  win  that  lawsuit 
either. 

No,  what  is  needed  is  a  handgun. 
The  question  arises  immediately: 
which  one?  Handguns  fall  into  two 
categories:  revolvers  and  semiauto- 
matic pistols.  Revolvers  are  made  in 
both  single  and  double  actions,  i.e., 
those  that  require  manual  cocking 
before  the  trigger  is  squeezed  and 
those  that  COCK  as  the  trigger  is  oper- 
ated. All  come  in  a  \ariet\  o\  si 
and  fire  a  bewildering  number  ot 
different  cartridges  from  the  pun\  to 
the  \er\  powerful.  Which  to  choos 

The  argument  is  akin  to  that 
which  has  engaged  pilots  for  years 
about  the  relative  merits  of  the  high- 
wing  oi  low -wmg  monoplane. 

Both  have  their  pros  and  cons  Po- 
lice departments  these  days  are  con- 
verting from  double-action  revohfl 
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IT'S  OUTRAGEOUS. 


THE  MOST  ACCURATE  COLOR  AND  SHARPEST  PICTURE  OF  ANY 
BIG-SCREEN  TV  IS  JUST  THE  BEGINNING. 


NEXT,  YOU  ADD  THE  STUNNING   RESOLUTION  AND  CD  SOUND  OF 

PIONEER"  LASERDISC. 


THEN,  THE  PIONEER  A/V  RECEIVER  WITH  DOLBY8  PRO  LOGIC 
SURROUND  SOUND  BRINGS  IT  ALL  TOGETHER. 


ACTUALLY,  GIVEN  OUR  EXPERTISE  IN   BOTH  AUDIO  AND  VIDEO,  IT'S 
NO  SURPRISE  WE  BRING  YOU  THE  BEST  IN   HOME  THEATER. 


i]  Pioneer  Electronics  (USA)  Inc.,  I  ong  Beach.  CA. 


Call  1-800-421-1606,  ext.405.  for  the  dealer  nearest  you.  'Actual  on-screen  image. 


CD  PIONEER 

The  Art  of  Entertainment 


VSX-9900S  A/V  Receiver. 


Pioneer  SD-P5057Q  50"  Projection  TV*  and  S-T500  Speakers. 


CLD-3090  CD/LaserDisc  Player. 


to  semi-automatics;  something  the 
military  did  circa  World  War  I.  Why? 

A  double-action  revolver  (the  kind 
we're  talking  about  here;  single-ac- 
tions are  the  kind  used  in  the  Old 
West — fine  if  you're  Wyatt  Earp) 
will  fire  the  most  potent  of  car- 
tridges. But  its  capacity  is  limited  to 
six  rounds  and  the  police,  anticipat- 
ing military-like  battles  with  well- 
armed  drug  bandits,  want  the  high- 
capacity  magazines  of  some  of  the 
newer  semi-automatics;  many  hold 
15  rounds.  They  also  like  the  ability 
to  toss  a  spare  magazine  to  another 
officer  who  has  run  out  of  ammuni- 
tion. He  can  then  employ  the  se- 
mi-automatic's nearly  instant  reload- 
ability  to  get  back  into  the  battle. 
None  of  which  has  much  relevance 
to  the  homeowner  faced  with  an  in- 
truder unless  his  spouse  is  equally 
proficient  with  handguns  ("I  got  the 
two  guys  in  the  bathroom,  Fred,  but 
I'm  running  low  on  ammo.  Toss  me 
another  magazine  of  nine  mil."  Sub- 
stitute "Gordon"  for  "Fred"  and 
you've  got  our  house,  but  I  admit 
we're  atypical). 

The  semi-automatic  at  its  best  has 
several  drawbacks.  The  first  is  that  it 
can  jam.  A  good  one  will  do  so  rarely, 
but  what  if  that  rare  time  comes 
when  you're  fighting  for  your  life?  A 
jam  can  be  cleared,  of  course,  but 
that  takes  two  hands.  What  if  you've 
been  wounded  and  have  only  the  use 
of  one?  Any  firearm  can  experience  a 
misfire  from  a  bad  round  of  ammuni- 
tion. Using  only  fresh  commercial 
cartridges  will  keep  that  a  rare  occur- 
rence, but  with  a  semi-automatic  it 
also  requires  two  hands  and  precious 
seconds  to  chamber  a  new  round. 
Then  there  is  the  problem  that  has 
afflicted  semi-automatic  pistols  of  re- 
cent manufacture — lawyers. 

lime  was  when  a  new  semi-auto- 
matic pistol  was  invented  In  brilliant 
gunsmiths  like  John  Brow  ning  or  Bill 
Ruger.  Not  any  longer.  Now  they  arc 
created  by  teams  of  product  liability 
lawyers  in  an  attempt  to  produce  a 
firearm  that  cannot,  in  any  circum- 
stance imaginable,  disehargc  acci- 
dentally. To  this  end  the\    have  so 

many     safety-related     "bells     ami 


whistles"  attached  to  them  they  be- 
come dangerous  to  those  relying 
upon  them  for  self-defense.  Consid- 
er: some  of  the  new  models  don't  just 
have  a  manual  safety,  required  to  be 
placed  in  the  "off  position  before 
the  weapon  will  fire,  they  have  ham- 
mer de-cocking  devices,  ambidex- 
trous safeties,  grip  safeties,  magazine 
safeties  and  more. 

The  problem  with  all  these  bells 
and  whistles  is  that  a  handgun  is  a 
weapon  of  last  resort.  When  you 
need  it,  you  need  it  NOW!  The  bad 
guys  aren't  going  to  wait  around 
while  you  flip  off  all  the  safeties, 
then  follow  the  instructions  stamped 
into  the  side  of,  say,  a  Ruger  P-85: 
"BEFORE  USING  GUN  READ 
WARNINGS  IN  INSTRUCTION 
MANUAL  AVAILABLE  FREE 
FROM  STURM,  RUGER  &  CO. 
INC."  (I  am  not  making  this  up).  By 
this  time,  of  course,  Ruger's  lawyers 
are  confident  they  can  successfully 
defend  an  accident  case  involving 
their  model  P-85.  I  don't  know  what 


comfortable.  The  addition  of  a  tirip 
filler  will  improve  your  shooting  abil- 
ity measurably. 

Whether  you  decide  upon  a  re- 
volver or  semi-automatic,  there  re- 
mains the  question  of  the  ammuni- 
tion. Which  cartridge  to  chooser  The 
literature  on  the  question  of  the  ideal 
cartridge  to  stop  a  man  would  fill  the 
New  York  Public  Library,  but  here's 
my  advice.  First,  never  choose  a  car- 
tridge that  is  too  much  for  you  to 
handle,  i.e.,  shoot  accurately  without 
being  so  afraid  of  the  blast  and  recoil 
that  you  are  reluctant  to  squeeze  the 
trigger.  Choose  the  most  gun  and 
cartridge  combination  you  can  han- 
dle with  confidence  after  practice. 
Remember,  a  less  powerful  round  is 
better  than  no  round  at  all. 

Having  said  that,  I  want  to  add  that 
I  have  watched  many  a  man  and 
woman  fire  handguns,  and  I  have 
seen  diminutive  women,  after  in- 
struction and  practice,  work  up  to 
handling  more  powerful  cartridges 
than  I  am  going  to  recommend  as 


/  don  V  care  what  the  law  of  your  jurisdiction  is,  if 

you  bang  out  Uncle  Willie  coming  home  from  a 

bender  at  3:00  a.m.,  you  're  in  trouble. 


they're  worrying  about.  How  can  you 
sue  when  you're  dead  from  the  other 
guy's  gun? 

A  double-action  revolver  may  have 
similar  nonsense  stamped  into  the 
barrel,  but  it  doesn't  have  all  the 
bells  and  whistles.  It  doesn't  need 
them.  It  doesn't  have,  nor  does  it 
need,  a  safety.  A  revolver  is  the  most 
inherently  safe  handgun  there  is.  It 
goes  into  action  NOW.  Not  only  that, 
it  doesn't  jam.  If  a  bad  round  is 
experienced,  it's  a  one-hand  busi- 
ness to  correct — just  pull  the  trigger  a 
second  time  and  a  new  round  is  in 
place  for  firing.  As  for  ammunition 
capacity,  if  you  can't  kill  a  man  with 
si\  shots,  don't  pick  up  a  gun  to  shoot 
him;  use  a  club — a  nine-iron  should 
do  nicely.  If  you  take  m\  advice  and 
choose  a  revolver,  have  it  fitted  with 
a  "grip  filler."  Most  revolver  .unps 

aie    too   slender   fore   and   aft   to   be 


ideal  for  home  protection. 

The  handgun  cartridge  newl\ 
adopted  by  the  United  States  mili- 
tary is  the  9mm  NATO,  ne  Luger, 
sometimes  called  "parabellum."  It 
dates  back  to  the  early  days  of  this 
century.  We  fought  against  it  in 
World  Wars  I  and  II.  If  it  were  a  good 
cartridge,  the  Pope  would  be  dead 
(this  is  a  historical  allusion  and  not  an 
effort  to  shift  the  standard  of  mea- 
sure from  "manstoppcr"  to  "Pope- 
stopper;"  in  fact  he  was  hit  three 
tunes  with  this  bullet  and  survived). 
The  9mm  NATO  cartridge  was 
adopted  for  political  reasons  in  order 
to  standardize  the  ammunition  used 
In  members  of  \  \  l'O. 

The  superior  cartridge,  used  b\ 
the  United  States  military  in  World 
Wars  1  and  II.  is  the  15  UT  (for 
automatic  Colt  pistol).  It  meets  the 
criteria     for     knock-down     nunstop- 
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Formal  Wear. 


PURE  WOOL 


Tuxedo  $495,  Ten  Pleat  Shirt  $75,  Black  Cummerbund  $50, 
Butterfly  Bowtie  pre-tied  $21  or  self  tie  $20. 


For  every  man  who 


has  ever  danced 


his  best  girl  through 

the  New  Year, 
walked  his  daughter 


down  the  aisle, 


raised  money  for 


his  favorite  charity, 


or  raised  a  glass  to 


his  oldest  friend  - 


there  has  been  a 


Brooks  Brothers 


formal  ensemble 


to  fit  the  occasion. 


Refined  as  always 


in  the  finest 


pure  worsted  wools. 
Redefined  as  only 


Brooks  Brothers 


can  in  the 


black  tie  traditi 


The  problem  with  all  these  "bells  and  whistles"  is  that  a  handgun  is  a  weapon 
of  last  resort.  When  you  need  it,  you  need  it  NOW! 


ping:  a  big  (nearly  11.5mm),  heavy 
(230  grains)  bullet  moving  slowly 
(850  feet  per  second)  so  it  dissipates 
all  its  energy  in  the  target.  Although 
it  is  designed  to  function  only  in  a 
semi-automatic  pistol,  there  are 
high-quality  revolvers  available  that 
will  chamber  it  with  the  use  of  "half- 
moon"  adapters. 

Virtually  the  same  effect  can  be 
obtained  with  another  cartridge  de- 
signed for  use  in  revolvers:  the  .44 
S&W  Special.  It  is  nearly  as  big 
(about  11.25mm),  heavier  (246 
grains),  moves  slowly  (755  feet  per 
second),  and  has  the  added  attraction 
of  having  been  developed  originally 
as  a  target  round;  it  is  therefore  very 
accurate  and  easy  to  shoot. 

There  arc  a  lot  more  ammunition 
options  I  have  not  dealt  with  here  in 
the  interests  of  practicality;  the  tre- 
mendously powerful  .357  S&W  Mag- 
num and  various  light  weight,  high- 
speed hollow-point  expanding  bul- 
lets for  example.  This  article  does 
not  pretend  to  be  exhaustive — just 
practical.  Dirty  Harry  Callahan's  .44 
Magnum  is  not  practical.  The  recoil 
is  such  that  in  the  time  it  takes  to 
bring  it  back  onto  target  after  a  shot, 
a  good  gunman  firing  a  lesser  round 


could  get  off  at  least  three  shots.  It 
will  chamber  the  .44  S&W  Special, 
however,  and  is  a  fine  piece  with  that 
round;  accurate,  soft  recoil,  easy  to 
shoot  rapidly. 

For  those  who  insist  on  a  9mm 
NATO  semi-automatic,  the  best  is 
the  classic  Browning  P-35  High  Pow- 
er. It  has  a  high  ammunition  capacity 
(14  rounds)  and  was  designed  by 
John  Browning,  not  the  firm  of 
Mean,  Nasty,  Brutish  &  Short,  Es- 
quires. The  Browning  has  manual 
and  magazine  safeties. 

Have  your  gunsmith  remove  the 
magazine  safety  and  the  piece  will  be 
perfect.  You'll  be  able  to  switch  mag- 
azines with  a  round  left  in  the  cham- 
ber ready  to  fire  if  you  need  it  before 
the  new  magazine  is  inserted.  Those 
wanting  bells  and  whistles  should 
buy  the  Walther  P-88  or  P-5,  avail- 
able in  the  United  States  through 
Interarms  (in  Alexandria.  Va.),  in 
9mm  NATO  or,  my  preference,  the 
Jeff  Cooper  version  of  the  .45  AGP 
Colt  Government  model.  Have  the 
grip  safety  pinned  out. 

Fine  revolvers  are  made  b\  Colt, 
Smith  C\  Wesson  and  Roger.  M\  rec- 
ommendation is  .44  S&W  Special 
calibre,  or  a  model  that  will  fire  the 


.45  AGP  with  half-moon  adapters.  In 
seeking  assistance  to  buy,  talk  with 
the  salesman  a  bit  first.  If  he  calls  the 
spring-loaded  magazine  that  fits  into 
the  grip  of  a  semi-automatic  the 
"clip,"  get  another  salesman  (there 
are  such  things  as  clips — the  M-l 
Garand  uses  a  clip,  but  anyone  who 
doesn't  know  the  difference  be- 
tween a  magazine  and  a  clip  is  not 
going  to  be  very  helpful  to  you). 

When  you  practice,  do  not  use  tar- 
get ammunition,  often  referred  to  as 
"wadcutter"  for  the  bullet  shape  that 
cuts  a  clean  hole  in  the  paper  target.  I 
cannot  emphasize  too  strongly  that 
you  ought  to  practice  with  the  same 
ammunition  you  will  use  in  combat! 
Practice  ammunition  has  different 
characteristics,  such  as  softer  recoil, 
and  you  are  practicing  to  become 
familiar  with  the  way  the  piece  will 
behave  in  battle  conditions. 

Speaking  of  practice,  most  is  done 
at  short  range  against  silhouette  tar- 
gets— a  featureless  head  and  torso 
printed,  as  are  bull's-eyes,  in  black 
on  a  white  background  for  sight  pic- 
ture contrast.  Recently,  at  a  firing 
range  operated  by  Dade  Countv. 
Florida,  I  asked  for  and  was  denied 
the  use  of  a  silhouette  target.  I  was 
informed  that  they  are  no  longer  per- 
mitted because  their  color  is  deemed 
"insensitive.''  (I  am  not  making  this 
up.)  We  now  have  politically  incor- 
rect targets!  Pray  therefore  that  the 
rapist  you  kill  in  your  home  is  a 
Norwegian.  I  suspect  there'll  be  a  lot 
less  paperwork. 

Good  hunting!  g 

G .  Gordon  Li  d  d\  is  the  author  of 

the  novel.  The  Monke\  Handlers. 
published  by  St.  Martins  Press.  He  oper- 
ates the  G.  Cordon  l.nldy  Aeaderny  for 
corporate  security  in  Miami.  Fla. 


Col.  Jeff  Cooper,  Gunsite  Ranch. 
P.O.  Box  401,  Prescott,  A/  So534: 
602-636-4565.  Interarms,  10 
Pnnee  Street,  Mcxandria.  \  \ 
22314;  703-54S-1400.  The  Nation- 
al Ritle  Association.  1600  Rhode 
Island  Avenue  V\\  ..  Washington. 
D.C.,  20036;  202  000. 
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FYI 


MINOLTA  JUST  TAUGHT  CAMERAS 
A  WHOLE  NEW  WAY  TO  THINK. 


me 


Introducing  the  Maxxunf  7x1 . 

If  only  lighting  never  changed,  your 
subjects  never  moved,  and  backgrounds 
were  always  constant,  picture-taking  would 
be  a  snap. 

But  they  do.  And  that's  the  chal- 
lenge and  the  fun  of  photography.  It's 
also  why  you  need  the  first  camera 
that  thinks  for  itself.  i  ,» 

Suppose  you're  watching 
cyclists  race  from  light  through 
shadow  and  back.  TheMaxxum  7x1 
will  break  from  the  pack  with  its  abil 
ity  to  adjust  for 
the  most  minute 
lighting  changes. 
If  the  cyclists 
speed  up,  slow  down  or 
take  off  in  any  direction, 
Maxxum's  unique  Predictive  Autofocus 
will  freeze  them  in  perfect  clarity  Only  the  7x1 
4 can  do  it  four  times  a  second. 

And  because  things  happen  fast,  the  7x1 

has  all 
systems 
working  before 
your  eye  meets 
the  viewfinder. 

You  see, 
the  new 
Maxxum  7x1 
can  make  your 

Because  Maxxum  analyzes  images  a  whole  new  way, 
photos  are  sharper  and  more  precise  than  ever. 

life  easy  because  it  thinks  with  the  most 
powerful  computer  ever  put  behind  a  lens. 
It's  the  first  computer  which  applies 
"fuzzy  logic"  to  draw  on  the  pre-programmed 
expertise  of  professional  photographers. 

Look  for  valuable  Minolta  USA  2-year  camera/5-year  lens  limited  warranty 
cards  with  your  products.  For  more  information,  see  your  selected  Minolta 
dealer  or  write:  Minolta  Corp.,  101  Williams  Drive,  Ramsey,  NJ07446. 
In  Canada:  Minolta  Canada.  Inc.,  Ontario.  «■  1991  Minolta  Corporation. 

NEW  MAXXUM*-Jxi 

ONLY  FROM  THE  MIND  OF  MINOLTA 


So  you 'II be  guided  to  the  perfect,  subtle  decision 
even  in  the  most  complicated  situation. 
What  more  can  an  SLR  do? 
Well,  in  this  case,  its  4-mode  flash 
reduces         red-eye,  its  compact 
lenses  zoom 
automatically 
and  its 


Creative 

Expansion  Cards 

let  you  really  exercise  your  ingenuity 

Yes,  the  Maxxum  7xi  has  a  new  way  of 
thinking.  But  it's  the  results  that  will  amaze 
you  when  you  take  it  for  a  ride. 


MINOLTA 


DearFYI, 

This  would  have  got  to  you  on  time 
exeept  I  had  a  bad  dose  of  the  amne- 
sia. I'd  been  wandering  around  a 
shopping  mall  and  heard  "The  Little 
Drummer  Boy"  one  too  many  times. 
Apparently  I  ripped  off  a  shotgun 
and  shells  and  ran  from  one  end  of 
the  mall  to  the  other,  blasting  the 
speakers.  I  have  no  recollection  of 
any  such  event.  "BAD  TASTE 
LEADS  TO  CRIME,"  said  the 
newspaper  headlines. 

It  can  get  down  to  40  or  50  below 
here.  If  you  have  to  take  a  leak  out- 
side it  sounds  like  wind  chimes  as 
the  steam  freezes  and  shatters  'fore  it 
hits  the  ground.  The  Montana  Cock- 
tail Hour  lasts  from  mid-November 
to  mid-March — everybody  huddles 
close  to  the  potbellied  woodstove  at 
the  Mint  Saloon.  Every  once  in  a 
while  a  tree  will  shatter — sounds  like 
a  cannon  shot — and  the  cold  is 
enough  to  liquefy  the  propane  gas  we 
mostly  heat  with,  so  you  have  to 
throw  a  torch  under  the  tank  to  get 
the  furnace  going.  From  time  to  time 


oyote  Jack 


OUTDOORS  GUIDE 


In  Which  Reback 

Experiences  The 

Perilous  Pains 

Of  Northern 

Exposure 


there  are  hellacious  explosions.  Flat- 
lander  pilgrims  move  out  here  and 
even  on  50-below  mornings  they  jog. 
They  croak  about  two  days  later  from 
frostbit  lungs.  (I  like  these  self-ad- 
justing situations.) 

Winter  ought  to  be  a  restful  time — 
tie  flics,  refinish  the  old  bamboo  fl\ 
rod — but  mine  never  are,  on  account 
of  I  have  Reback  for  a  best  friend. 

How  like  Reback  to  fall  in  love 
when  it  was  so  damned  cold  out 
some  cattle  froze  with  their  mouths 
full  of  hay.  Didn't  even  fall  over, 
dumb  even  in  death.  Anyway,  [here 
we  sat  in  the  Mint,  drinking  hot  \\ 'al- 
ls Water — damned  good  anti-frceze, 

h\  the  wa\ — when  .ill  of  a  sudden  we 

heard  wolves  howling.  Right  outside. 
Wolves. 

\  lew  beats  Liter  the  dooi  swang 

open  .ind  .1  woman  w. liked  in.  and  all 


she  wore  were  a  chamois  shirt,  jeans 
and  boots.  She  was  built  like  the 
Tetons,  with  smoldering,  moist  eyes 
that  could  jump  start  a  16-w  heeler. 
Every  mouth  in  the  Mint  was  set  on 
Drool.  Reback's  tongue  hung  so  far 
down  it  commenced  to  waxing  the 
floor. 

"Phee-you!"  she  said,  "Chilly  out. 
Now,  who  here  can  drink  the  most 
beer?" 

An  interesting  opening  line,  I 
thought.  It  was  hard  to  determine. 
She  set  up  the  house  w  ith  beers  and 
watched  us  and  took  notes.  Reback 
won  in  a  walk.  Partly  because  beer  is 
not  the  toddy  of  choice  in  times  like 
these  and  many  of  the  fellers  in  there 
were  married  to  women  adept  at 
wielding  baseball  bats. 

Reback  guzzled  so  much  angel 
piss  his  stomach  distended  like  a 
heifer.  It  was  his  stomach  the  lady 
regarded,  I  noticed,  not  the  other 
parts  of  his  anatomy. 

"Well,"  she  finally  says  to  him. 
"I'm  Pleuris  McCucky  and  I'm 
gonna  win  the  dogsled  race  tomor- 
row, and  I  want  you  to  ride  w  ith  me." 
She  crooked  a  pretty  finger.  Reback. 
eyes  slightly  crossed,  grabbed  his 
parka  and  his  mukluks  and  wobbled 
out  after  her  into  the  night. 

The  wolves  started  howling,  so  1 
went  out  to  look.  Reback  was  with 
difficulty  climbing  into  Pleuris's 
truck,  which  was  a  high-hung  four- 
wheel  drive,  with  tires  more  fitting 
for  a  tractor.  The  wolves  were  in  I 
ttailer  behind,  their  heads  stuck  out 
the  portholes.  Six  pairs  of  crazy  \el- 
low  eyes  stared  at  me.  counting  calo- 
ries. 

Pleuris  commented  at  me  that 
these  here  "dogs"  was  wolf-Siberian 
Husk\  crosses.  I'll  huh.  I  thought.  If 
there  was  ,in\  Siberian  husk\  in  em 
at  all  it  was  40  generations  back. 

Next  morning  when  I  woke  up  it 
was  so  cold  the  smoke  from  the 
chimneys  went  straight  up.  1  « 
sure  they'd  cancel  the  big  race.  But 
the  judges  ruled  otherwise  m\J  so  I 
went     down     to    the     starting    line 

Pleuris  McCucky,  1  saw.  favored  die 
old  bone,  wood  and  bdbuhe — raw- 
hide— sled.    The   teams   had   GO  pull 
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THE  CHRONOGRAPH  OF  THE  '50's. 
IN  TIME  FOR  THE '90's. 

The  classic  Movado  Chronograph  of  the  1950's  is 
a  watch  not  only  well-remembered,  but  still 
sought  after. 

Today,  this  legacy  in  watchmaking  has  inspired 
the  new  Movado  Chronograph  1950. 

Each  of  these  ingenious  timepieces  displays  eight 
timing  functions:  the  hour,  minute  and  second 
hands;  a  date  indicator,  and  chrono  seconds, 
minutes,  12-hour  and  1/10  second  recorders. 

The  bezel  tachymeter  measures  speed  over  time. 
Easy  access  pushbuttons  start  the  stopwatch  and 
split  time  functions. 

Added  to  the  Movado  heritage  of  over  a  century 
of  Swiss  craftsmanship,  is  the  newest  quartz- 
accurate  movement  and  a  case  that's  water-tight 
to  99  feet. 

The  new  Movado  Chronograph.  Right,  now. 


MOVADO. 

CHRONOGRAPH  1950 

$950  as  shown.  Also  available  in  all  stainless  steel  or  with  sharkskin  strap. 

BAILEY  BANKS  &  BIDDLE 


M    A     C     Y 


Iff  APPOINTMENT 


CORPORATE 
GIFT     SERVICE 


An  Important 

Business  Contact 

When  Gifts 

Are  Important 
To  Your  Business 

Macy's  Corporate  Gift  Service  is 
the  total  resource  for  all  your  gift 
giving  needs.  There's  absolutely 
no  charge  or  minimum  purchase 
necessary  to  put  our  consultants  to 
work  for  you.  Whether  you're 
looking  for  innovative  incentive 
programs  or  honoring  a  valued 
employee,  we'll  handle  all  the 
details,  leaving  you  free  to 
concentrate  on  business.  And 
when  it  comes  to  your  holiday  gift 
program,  just  give  us  your  list  and 
we'll  do  the  rest  We  can  even 
arrange  for  the  recipients  to 
choose  for  themselves  with  Macy's 
(lift  Certificates  and  special 
Merchandise  Gift  Bonds  Call  us 
today,  at  212-560-3620 


nacys 


She  was  built  like  the  Tetons,  with  smoldering,  moist  eyes  that 
could  jump  start  a  16-wheeler. 


300  pounds.  Reback  served  as  200  of 
the  ballast.  So  that's  why  she  wanted 
him.  I  could  not  see  his  face.  He  was 
wearing  a  snorkel  parka,  which  gave 
him  the  appearance  of  a  drunk  sub- 
marine. 

Pleuris  had  drawed  the  straw  what 


/  took  a  long  swig  and 
gulped  it  down  and  when  it 

hit  tny  stomach  it  damn 

near  blew  my  toenails  off. 

You  got  to  watch  it 

with  Wally  Water. 


allowed  her  to  start  first.  The  other 
dog  teams  were  Crying  hard  to  keep 
their  distance  from  Pleuris  and  her 
nine  "dogs." 

Off  they  went,  and  I  ducked  back 
into  the  Mint  because  nn  mustache 
w.is  already  froze  so  solid  I  coulda 
picked  locks  with  the  ends. 

I'hc  race  was  onl\  30  miles,  so  the 


teams  would  commence  coming  in 
about  four  in  the  afternoon.  Me  and 
the  usual  suspects  lounged  about  the 
Mint,  played  a  little  poker,  threw 
darts  at  the  rats  scurrying  across  the 
floor  and  indulged  in  other  such  in- 
tellectual divertissements.  Mort  ran  a 
special  on  pickled  turke\  gizzards, 
three  for  a  buck. 

Myself,  I  am  of  the  opinion  that 
pickled  turkey  gizzards  is  about  .is 
low  as  a  man  can  sing,  but  I  ate  'em. 
since  it  beat  the  hell  out  of  running 
home  and  trying  to  get  the  cookstove 
working. 

Round  about  3:30  in  the  afternoon 
the  shadows  Mart  crawling  out  and 
the)  move  prett)  fist,  this  time  of 
year,  and  then  the  whole  valley  was 
in  a  pale  blue  light  with  dark 
and  cold.  1  mean  •  »/(/. 

Suddenr)  1  heard  the  wolves  howl- 
ing and  baying  and  I  suited  up  and 
went  out.    The  judges  was  all  comfv 
in  ,i  heated  snow -eat.  wanting  to  . 
their  judging  ovei  with  in  a  hum  I 
the\   could  BO  back   inside  and  sta\ 


ORGANIZATIONAL 


PURE  AND  SIMPLE. 


phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
Just  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

Insert  any  optional 
Wizard  software  card  for 
easy  access  to  more  power. 
The  Wizard's  patented    j 
touch-screen  turns 


<■£-■ 


The  Wizard  *  OZ-8000  has  all  the  power 
you  need  to  stay  on  time,  on  track  and 
in  control.  Eleven  built-in  functions 
and  a  raised  typewriter  keyboard 
make  it  easy  to  store,  retrieve  and  sort 


each  card  into  a  custo- 
mized keypad.  Choose  from 
reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA. 

With  the  optional  Organizer-Link  and 


cable,  you  can  load  files  from  your  PC 
into  your  Wizard,  or  download  work 
done  on  your  Wizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directly  from 
your  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  di  rect  phone 
ines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 
and  personal  life,  call 
1-800-321-8877.  In  Canada, 
call  1-416-890-2100.  And  ask  for  the 
dealer  nearest  you. 
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FROM  SHARP  MINDS 
CO/WE  SHARP  PRODUCTS 


©  1991  Sharp  Electronics  Corporation 


SMILE! 

It's  Minox's  "mini-cst"  camera. 

Can  a  "finger-sized"  2.0  oz.  camera 
be  good?  Yes,  if  it's  a  Minox!  Our  German- 
engineering  is  dedicated  to  precision- 
miniature  technology.  Thus  our  submini 
"EC"  has  auto-exposure— just  point  and 
shoot  from  3  V&  feet  +  at  speeds  of  1/500 
to  8  sees.  Minox's  professional  quality 
lens  takes  pinsharp  shots  (spies  depend 
on  it).  For  the  best  in  overt  or  covert 
mini-photography, go  see  Minox's  EC. 

mm  MINOX 

_  Masters  of  the  miniature 


SMartetingGorp 

16  Chapin  Rd„  Pine  Brook,  NJ 07058, 201/808-9010. 


HELP 


ns 


TURN 
THE 
TIDE. 


Help  us  eliminate  oil  spills  and  sewage 

from  our  oceans.  Industrial  run-offs  from  our 

lakes  and  rivers.  And  toxic  waste  from 

our  bays.  To  find  out  how  you  can  pitch  in, 

please  contact  American  Oceans  Campaign. 

You'll  make  a  turn  for  the  better. 


AMERICAN  OCEANS 
CAMPAIGN 

725  Arizona  Avenue,  suite  102 
Santa  Monica,  CA.  90401 


Pleuris  McCucky  kicked  an  untidy  bundle  off  the  sled 


put,  snuggled  up,  so  to  speak. 

I'd  brought  a  jug  of  Wally  Water  to 
keep  off  the  catarrh.  I  took  a  long 
swig  and  gulped  it  down  and  when  it 
hit  my  stomach  it  damn  near  blew 
my  toenails  off.  You  got  to  watch  it 
with  Wally  Water.   I  could  see  the 

Just  then  Reback  let  out  a 

fearful  and  eldritch  screech 

which  heretofore  had  been 

heard  only  when  he  was 

writing  out  his  monthly  child 

support  check. 

wolf  ream  and  the  sled  racing  to- 
wards ns  and  rhev  were  going  pretty 
damned  fast.  They  shot  over  the  fin- 
ish line,  and  mined  in  a  wide  circle. 
Pleuris  MeCuckv  kicked  an  untidy 
bundle  off  the  sled  and  it  rolled  up  to 
m\  feet  with  a  son  of  quiet  squish.  It 
moaned.  I  grabbed  the  hood  of  his 

parka  and  I  drug  him  into  the  Mint 


and  over  by  the  red-hot  stove. 

"Is  it  alive?"  says  Mort. 

Just  then  Reback  let  out  a  fearful 
and  eldritch  screech  which  hereto- 
fore had  been  heard  only  when  he 
was  writing  out  his  monthly  child 
support  cheek.  The  screech  failed 
away  and  he  went  back  to  groaning.  I 
commenced  unzipping  his  parka  and 
fishing  around  for  his  face.  Both  o\ 
his  hands  was  clamped  tight  over  his 
crotch. 

I  was  able  to  peel  enough  of  the 
parka  off  Reback  so  we  could  see  his 
face. 

"She  used  me"  he  moaned.  Well  I 
never  had  thought  Pleuris  wanted 
him  for  his  personality,  but  his  mean- 
ing was  unclear.  "She  just  wanted 
me  to  piss  on  the  sled  runners."  he 
gasped.  "Said  I  could  aim  better  or 
she  wouldn't  aneeded  no  man  at  all." 

I'h  huh.  Of  course.  \ll  the  Stone 
Age  Vrctic  peoples  know  that  urine 
ice  is  the  very  best  sled  runner  lubn- 
catoi  you  can  have,  short  o\  Teflon, 
and  there  ain'i  much  Teflon  in  thv 


desperate,  desolated  parts. 

Reback  whimpered," I'm  froze  .  .  . 
grievous  froze." 

Various  adviecs  were  debated,  the 
most  radical  being  splashing  the  af- 
fected area  with  Wally  Water  and 
setting  a  match  to  it.  The  vote  was 
close,  but  it  was  defeated  on  the  third 
ballot. 

Finally  Mort  came  up  with  the 
idea  of  taking  him  over  to  Pearl's 
Parlor  of  Pulchritude  and  putting  Re- 
back's  frostbit  tender  parts  under 
one  of  her  beehive  hair  dryers.  We 
carried  him  down  the  street.  Pearl 
was  none  too  delighted  at  our  request 
and  held  us  off  with  a  iron-mouthed 
standing  lamp  until  we  fetched 
Preacher  Bob  and  he  inveighed  at 
her  that  no  woman  could  call  herself 
a  Christian  and  refuse  to  help  a  fel- 
low human  being,  especially  one  so 
wretched  as  Reback.  The  general 
consensus  was  that  "human  being" 
was  probably  stretching  it  some  in 
Reback's  case,  but  Pearl  finally  put 
down  the  lamp  and  consented  to 
have  us  utilize  one  of  her  older  mod- 


Reback's  frostbit  tender  parts  under 
one  of  her  beehive  hair  dryers. 

els  for  the  purpose.  As  the  color  come 
back  into  Reback's  pinched  features, 
we  heard  the  wolves  howl  one  more 
time,  then  their  voices  faded. 

Plcuris  McCucky,  wherever  you 
are,  we  of  the  Bent  Fork  Rod  &  (inn 
(Hub  salute  you.  33 

Coyote  Jack  writes  novels  and  such 
under  the  name  "Peter  Bowen." 


A  peaceful  afternoon  in  the  Shangri-La  Hotel,  Beijing 


Embrace  the  trader  and  traveller 

with  a  tranquil  retreat  and 

the  weight  of  the  world  will  be  lifted. 


SHANGRI-LA  INTERNATIONAL 

HOTELS  and  RESORTS 


BALI  •  BANGKOK  •  BEIJING  •  FIJI  •  HANGZHOU 

HONG  KONG  •  KOTA  KINABALU 

KUALA  LUMPUR  •  PENANG  •  SHANCHAI  ■  SINCAPORE 


For  reservations  and  information  please  call 
USA  8.  Canada  ( 1  -800)  942  5050  or  your  travel  agent. 


The  Copier  Built 
For  Your  Bottom  Line 


RICOHFT6750 


These  days,  the  bottom 
line  is  the  top  priority.  Which 
is  why  Ricoh  designed  our 
FT6750  copier  to  automatically 
feed,  edit,  sort,  cover  and 
staple  reports. 

The  RICOH  FT6750 
does  it  all  for  under  $15  a 
day*  So  get  your  office 
running  at  top  speed  for 
less  than  top  dollar.  Call 
1-S0Q-63-RICOH,  ext.  1349,  now. 
® 


Where  Imagination  Becomes  Reality 

'Based  on  manufacturer's  suggested  retail  price  for  copier,  recycling  document  handlerand  fin  isherovera  five-yearperiod. 


SAY    HE'S    A    MIDDLE-AGED     guy 

stranded  by  the  ebbing  tide  of  a 
Sunday  night's  ennui,  and  say  he's 
on  the  couch,  remote  control  in  hand, 
watching  ladies'  bowling.  Feet  up, 
he's  drinking  his  daily  cocktail,  eat- 
ing a  cheesy,  salty  pizza,  and  perhaps 
even  smoking  his  weekly  cigar,  after 
a  day  at  Funland  with  the  kids  that 
made  air  traffic  control  look  like  a 
hobby. 

Here  slumps  a  man  hoping  only  to 
enjoy  a  humble  domesticity,  and  yet 
by  the  unforgiving  measure  of  our 
health-crazed,  risk-obsessed  era  he 
might  as  well  be  sitting  in  a  collaps- 
ing coal  mine.  He  is  in  danger.  But  of 
all  the  hazards  this  guy  faces,  which 
is  the  greatest?  The  fatty  food?  Salt, 
alcohol,  the  rare  smoke,  a  stressful 
day?  It  depends  on  the  individual,  of 
course,  but  chances  are  he'll  eventu- 


Second  Opinion 


Slow  down, 

America! 

You're  exercising 

loo  fast. 


By  Terence  Monmanky 


ally  die  of  watching  ladies'  bowling. 

Sedentary  living  plays  a  surprising- 
ly large  role  in  cardiovascular  disease, 
the  nation's  leading  killer.  Study  af- 
ter study  shows  that  heart  disease 
kills  two  sedentary  persons  for  every 
active  one.  The  famed  Centers  for 
Disease  Control  has  announced  that 
physical  ///activity  is  America's  most 
common  cardiac  threat — more  com- 
mon than  very  high  cholesterol  levels 
and  high  blood  pressure.  All  told, 
sedentariness  is  involved  in  some- 
where around  2()0,0()()  fatal  heart  at- 
tacks a  year. 

Regardless  of  that  substantial  risk, 
most  Americans  remain  barnacle- 
like. True,  some  2.6  million  exercise 
cycles  were  sold  in  1990 — but  ac- 
cording to  reasonable  extrapolation 
nearly  2  million  of  those  are  already 
gathering  dust.  And  while  the  newly- 
opencd  Nike  Town  in  Portland. 
Ore.,  is  said  to  be  a  monument  to  a 
national  love  of  working  out,  the 
store/playground/museum  really  sig- 
nals that  exercise  has  become  a  flag- 
ging social  trend  that  needs  pumping 


up;  after  all,  an  exhibit  on  the  history 
of  sneakers  no  more  reflects  a  desire 
to  go  running  than  a  visit  to  the 
Louvre  reflects  a  desire  to  go  Renais- 
sance painting. 

In  fact,  the  nation  recently  flunked 
one  of  its  biggest  exercise  tests. 
Eleven  years  ago,  at  the  height  of  the 
fitness  boom,  the  United  States  Pub- 
lic Health  Service  set  numerous  pub- 
lic-health goals  for  1990.  The  fitness 
goal  was  for  60%  of  Americans  be- 
tween 18  and  65  to  perform  the  stan- 
dard workout,  a  directive  so  sacred  it 
might  be  called  the  Eleventh  Com- 
mandment: exercise  for  20  minutes 
at  60%  of  capacity  at  least  three  times 
a  week.  The  1990  survey  results 
aren't  fully  analyzed,  but  CDC  epi- 
demiologist Carl  Caspersen  esti- 
mates that  only  about  7.5%  met  that 
standard.  About  92.5%  of  adults  don't 
"just  do  it." 

Now  that 
the  boom  has 
faded  to  a 
pop,  exercise 
doctors  are  re- 
writing the 
prescription;  if  the  point  is  to  maxi- 
mize health  and  life,  they  say  we 
were  barking  up  the  wrong  treadmill. 
The  Eleventh  Commandment  is  un- 
der assault,  and  pleasure,  of  all 
things,  seems  crucial  to  hedging 
one's  mortal  bets.  "What  we're  vi\- 
ing  is  you  don't  have  to  feel  the 
burn,"  savs  Linda  Pescatello.  an  ex- 
ercise physiologist  at  the  New  Brit- 
ain Ceneral  Hospital  in  New  Britain. 
Conn.  "Just  go  out  and  nunc.  Have 
fun." 

The  first  of  the  less-is-more  stud- 
ies we'll  mention  concerns  the 
much-debated  effect  of  exercise  on 
blood  cholesterol,  the  body's  most 
tedious  substance.  Researchers  have 
long  believed  that  putterers  and 
walkers  couldn't  boost  beneficial 
HDL  cholesterol  and  lower  nast\ 
LDL  the  wav  long-distance  runners 
generally  do.  But  at  the  Institute  for 
Verobics  Research  in  Dallas,  which 
was  founded  In  Dr.  Kenneth  I 
per.  the  \er\  fitness  guru  who  helped 
codif)  the  Eleventh  Commandment, 
researchers  have  lateK  Found  that  a 
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Carter,  the  pasha  watch 


Cartii 


Historic.  Classic.  Bold. 
I    The  pasha®  watch 
by  Cartier, 

A  TRIBUTE  to  the 

exceptional  men  of 
this  era.  Crafted  from 
A  gold  ingot  to  be 
watertight  and  powerful, 
the  cartier  pasha  is 
designed  to  capture 
the  spirit  of  those  who 
thrive  on  the  prospect 
of  challenge,  of  conquest. 
Decidedly  in  time 
with  our  time,  pasha 
is  the  ultimate  watch. 
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Plenty  of  gain,  the  researchers  concluded,  can  be  achieved  with  no  pain. 


regular  stroll  can  improve  blood  cho- 
lesterol levels. 

In  one  part  of  the  study  by  physiol- 
ogist John  Duncan  and  coworkers, 
two  dozen  formerly  sedentary  wom- 
en walked  three  miles  a  day,  five 
days  a  week,  at  the  incredibly  slow 
pace  of  20  minutes  a  mile;  after  six 
months,  they  had  lowered  their 
HDL-to-total  cholesterol  ratio  by  an 
average  of  7%  and  increased  their 
HDL  by  6%.  That  translates  into  an 
18%  drop  in  their  heart-attack  risk. 
The  participants  also  lost  some 
weight  (without  dieting).  Plenty  of 
gain,  the  researchers  concluded,  can 
be  achieved  with  no  pain. 

The  do-it-all-at-once  part  of  the 
Commandment  has  also  been  chal- 
lenged. Noted  fitness  expert  Dr. 
William  Haskell  of  the  Stanford  Uni- 
versity School  of  Medicine  recently 
got  40  sedentary  middle-aged  men  to 
start  moving.  Around  half  of  them 
worked  out  for  30  minutes  straight, 
five  days  a  week;  the  rest  took  part  in 
three  10-minute  sessions  throughout 
the  day.  Science  seldom  appears  in- 
terested in  real  life,  but  this  part  of 
the  study  directly  addressed  those. 
for  instance,  who  walk  or  bicycle  to 
and  from  work. 

Two  months  later.  Haskell  sa\s, 
the  men  with  split  sessions  improved 
their  all-around  cardiovascular  health 
practically  as  much  as  the  others  did. 
"People   haVe  worried   that   it'  the) 


stopped  a  workout  to  tie  their  shoe, 
they  lost  their  health  benefits,"  Has- 
kell says.  That  isn't  the  case,  he 
points  out,  "and  this  study  expands 
the  scientific  basis  for  believing  that 
doing  something  is  better  than  doing 
nothing." 

Easy  workouts  help  some  people 
with  mildly  elevated  blood  pressure 
to  lower  it.  Of  the  63  million  adults 
with  high  blood  pressure,  an  estimat- 
ed 21  million  are  in  the  mild  range, 
says  statistician  Thomas  Thorn  of 
the  National  Heart,  Lung  and  Blood 
Institute.  (A  "normal"  blood  pres- 
sure reading  is  about  120/85;  in  the 
"mild"  range  the  lower  number  is 
90-100.)  For  years  it's  been  said  that 
only  intense  aerobic  exercise  could 
lower  blood  pressure.  Not  so.  accord- 
ing to  a  recent  study  in  Pescatello's 
lab.  She  attached  ambulator) 
blood-pressure  monitors  to  six  men 
with  mild  hypertension;  on  alternate 
days,  the  men  pedaled  an  exercise 
cycle  for  a  half-hour  at  70%  of  capaci- 
ty, which  is  pretty  intense,  or  at  4c 
a  breeze. 

To  her  surprise,  she  found  that 
pressure  dropped  an  average  of  eight 
points  into  the  normal  range  for  a  half 
day  no  matter  how  hard  the  workout. 
Interestingly,  the  benefit  was  fairly 
short-lived;  on  days  they  did  not  ex- 
ercise, blood  pressure  rose  again. 
The  moral:  "If  people  with  mild 
hypertension  take  a  walk  everyday 


they  might  be  able  to  lower  their 
blood  pressure  to  normal  without 
medicine."  Guaranteed?  "It  won't 
work  for  everyone,"  she  hastens  to 
add.  Mellow  activity  performed  fre- 
quently, she  says,  appears  to  benefit 
mild  hypertensives  more  than  occa- 
sional high-intensity  bouts.  Even 
gardening  seems  strenuous  enough. 

Jock-bashing  isn't  the  point.  Hard, 
sustained,  regular  sweats  convey 
benefits  over  and  above  reductions 
in  heart-disease  risk;  sculpting  the 
body,  reaching  personal  bests,  and 
firing  a  competitive  spirit  are  heavv- 
duty  pluses.  For  the  vast  majority, 
though — what  lucky  slobs  we  are  to 
witness  the  overturning  of  a  Com- 
mandment. "It  certainly  is  far  from 
the  be-all  and  end-all  it  was  touted 
as,"  says  CDC  epidemiologist  Ken- 
neth Powell.  "It  not  only  was  unreal- 
istic for  manv  to  achieve,  but  it  im- 


'What  we're  say- 
ing is  that  you 
don't  have  to  feel 
the  burn/'  says 
one  exercise 
physiologist. 
Just  go  out  and 
move.  Have  fun/ 
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plied  that  if  you  didn't  achieve  it  you 
got  nothing." 

Chastened  by  its  wild  miscalcula- 
tion and  impressed  by  the  indisput- 
able wisdom  of  moderation,  the  Pub- 
lic Health  Service,  with  help  from 
the  CDC's  Powell  and  Caspersen, 
among  others,  has  drawn  up  a  new 
national  fitness  objective  for  the  \ear 
2000.  It  calls  for  3051  of  adults  simply 
to  be  physically  active  30  minutes 
"preferably  dairy.*'  Bets?  z 
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What  have  you  done  with 
your  tenth  part  lately?  We  know,  we 
know,  the  usual  excuses:  "My  fruit 
trees  took  a  beating  from  a  late  frost 
.  .  .  I'm  fresh  out  of  oxen  .  .  .  my 
firstborn  son's  away  at  college." 

No  problem.  Giving  has  changed 
over  the  past  couple  millennia,  and 
these  days,  you  have  a  lot  more  op- 
tions. 

Perhaps  too  many.  Phone  calls. 
Junk  mail.  Sidewalk  Santas. 

War  and  recession  have  put  un- 
precedented   demands   on    charities 


Percent 


Solutions 


nationwide,  and  it  seems  people  are 
everywhere,  asking  for  money. 
Whom  do  you  give  to,  and  what  do 
you  give  them?  You  probably  already 
have  a  portfolio  of  charities — the  big 
guns,  the  regulars  who  get  your  an- 
nual "tithe."  But  what  about  the  oth- 
ers? Smaller  and  more  eccentric, 
they're  no  less  deserving,  but  much 
harder  to  find.  Let  10%  Solutions  be 
your  guide  to  today's  offbeat,  origi- 
nal, and  one-of-a-kind  outstretched 
hands. 

First,  rethink  that  annual  contribu- 
tion. Brian  O'Connell,  president  of 
Independent  Sector,  a  coalition 
of  almost  800  nonprofits,  says  "fix- 
ing" is  the  tithing  of  the  Nineties — 
5%  of  your  income  plus  five  hours  a 
week  of  your  time.  The  National 
Volunteer  Center  Of  The  Points 
Of  Light  Foundation  can  put  you 
or  your  company  in  touch  \\  ith  \  olun- 
teer  opportunities  in  your  area:  //// 
North  ll>th  Stmt,  Suit,  500,  Arlington, 
VA  22209;  703-276-0542. 

\s  for  (hat  other  5 '7  ,  here  arc  a  few 
ideas  thai  ma\  not  have  crossed  your 
mind  or  your  transom  before. 

( {roups  around  the  country  spon 


The  Tenth  Part  of 

what  the  land  yields, 

whether  grain  crop  or 

fruit  from  the  trees. 

belongs  to  the  Lord  ..." 

(Leviticus  27:30). 


By  Liwi  Cm. i. \\\\ 


sor  "fun  runs"  and  mini-marathons 
to  raise  money  for  the  homeless.  In 
Los  Angeles,  however,  home  of  the 
"hardbody,"  they  sponsor  a  run  by 
the  homeless.  Chrysalis,  a  home- 
less-assistance agency  on  Skid  Row, 
first  organi/xd  the  annual  run  five 
years  ago.  You  don't  have  to  live  on 
Skid  Row  to  run.  Those  who  do. 
however,  may  sign  up  for  Chrysaliss 
training  program  at  a  nearby  YMC  Y 
In  Los  Angeles,  just  because  you're 
homeless  doesn't  mean  you  can't 
stay  in  shape.  If  your  liquid  assets 
tend  towards  cash  rather  than  sweat, 
that's  fine  (13%  goes  to  administra- 
tive expenses).  Chrysalis.  702  South 
San  Pedro  Street,  Los  Angeles.  CA 
90014;  213-623-9394. 

Along  the  Mexican  border,  you'll 
find  the  more  sedate  efforts  of  the 
Nature  Conservancy,  who  save 
land  the  good  old-fashioned 
way — they  buy  it.  Gray  Ranch,  in 
southwestern  New  Mexico,  is  their 
largest  purchase:  500  square  miles.  In 
the  words  of  their  director.  Gray 
Ranch  offered  a  unique  opportunity 
to  buy  (and  protect)  "a  whole  ecosys- 
tem." What  with  the  price  of  ecosys- 
tems these  days,  at  518  million  Gra\ 
Ranch  seemed  like  a  good  deal.  Ac- 
cording to  the  Nature  Conservancy 
about  84c  of  your  dollar  goes  to  pro- 
gram and  capital  expenditures — i.e.. 
buying  land.  The  Nature  Conservancy, 
1815  North  Lynn  Street.  Arlington.  VA 
22209;  703-841-5300. 

Since  1980,  the  Make-A-Wish 
Foundation  has  granted  the  wishes 
of  10.000  children  with  life-threaten- 
ing illnesses  around  the  world.  Some 
kids  want  to  meet  mo\  ie  stars,  some 
want  to  go  to  Disneyland,  the  first 
wanted  to  be  a  policeman  for  a  day. 
But  you  don't  have  to  be  a  movie  star 
or  own  the  world's  largest  to\  store  to 
help.  Fulfilling  a  wish  costs,  ou  aver- 
age, $2,200:  Make-A-Wish  tries  to 
cover  all  expenses  incurred — travel, 
spending  money,  even  lost  s.dar\  it  a 
parent  takes  off  work — a  welcome 
blessing  to  families  suffering  astro- 
nomical medical  bills.  Contact  your 
local  chapter  or  the  national  oft 
Make-A-Wish  Foundation  oj  \mrriru, 
2600  North  Central  U  ^        936, 
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Few  Things  During  The  Holidays  Are  As  Tempting 
As  The  Premium  Malt  Taste  Of  Scoresby@Scotch. 


FASTE  THE  TEMPTATION 
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DRINK  RIGHT.  DRINK  SMART.  BE  RESPONSIBLE. 

Scoresby  Premium  Scotch  Whisky,  43%  Alc/Vol  (86  Proof),  Imported  and  Bottled  by  Foreign  Vintages,  Lake  Success,  NY©1991. 


Phoenix,  AZ  85004;  800-722-9474. 

If  pennies  seem  beneath  your  abil- 
ity to  count,  plenty  of  places  will  take 
a  check  for  however  many  zeros 
you're  in  the  mood  to  give.  Few 
operations  are  as  up-front,  however, 
as  the  University  of  Maryland 
College  of  Business  and  Man- 
agement. They  won't  sell  their 
souls,  but  their  name  is  up  for  grabs. 
The  businessperson  who  likes  in- 
your-face  dealing  will  appreciate 
Terrapin  style:  according  to  the  pub- 
lic relations  office,  $5  million  gets 
your  name  on  the  building;  $10  mil- 
lion gets  your  name  on  the  school; 
and  $15  million  gets  you  the  whole 
enchilada.  And  don't  think  they 
haven't  picked  up  a  few  marketing 
tips.  Here's  their  pitch:  $10  million  is 
"a  good  deal  of  spare  change,  but  if 
one  thinks  of  it  as  a  gift  that  brings  a 


every  April  Fools'  Day  to  the  "most 
irreverent  student."  "Being  on  pro- 
bation doesn't  hurt,"  says  columnist 
Buchwald,  who  explains  the  award 
comes  with  just  two  qualifications: 
he  doesn't  have  to  get  the  winners 
jobs,  and  they  don't  have  to  thank 
him.  Otherwise,  no  strings.  One  win- 
ner did  write  with  thanks — from  Ca- 
pri, where  he  was  happily  spending 
his  award.  If  you'd  like  to  establish 
your  own  scholarship,  contact  Wil- 
liam J.  Woestendiek,  Director,  ISC 
School  of  Journalism,  GFS  315,  Univer- 
sity Park,  Los  Angeles,  CA  90089-1695; 
213-740-3924. 

Not  every  celebrity  name  breeds 
success.  Though  many  charities 
would  consider  a  government  grant 
of  $500,000  a  godsend,  Welk  Heri- 
lage  of  Strasburg,  N.D.,  couldn't 
help  but  feel  otherwise.  Yes,  this  is 


The  folks  at  the  University  of  Mankind  College  of 
Business  haven  V  had  much  success  in  selling  their  school 
Reports  a  PR  assistant:  "The  Dean  was  so  depressed 
about  it  I  wrote  him  a  song:  'How  Much  Is  That  Business 
School  A  t  Mary  hind? 


modicum  of  immortality,  the  price  is 
a  bargain."  And  how  could  anyone 
ignore  the  exhortation:  "Be  the  first 
on  your  block  to  have  your  very  own 
named  business  school." 

But  for  all  their  marketing  smarts, 
the  folks  at  the  U.  of  Md.  haven't  had 
much  success.  Reports  a  PR  assis- 
tant: "The  Dean  was  so  depressed 
about  it  I  wrote  him  a  song:  'How 
Much  Is  That  Business  School  At 
Maryland?1"  C'mon,  fat  cats,  let's 
cheer  him  up!  Dean  Rudy  Lamone, 
Tydings  I  la//.  University  of  Maryland, 
Col  hoc  Park.  Ml)  20742-7215;  501- 
405-2312. 

Those  seeking  inspiration  for  a 
truly  unique  gift  to  higher  education 
need  look  no  further  than  the  Uni- 
versity of  Southern  California 
School  of  Journalism  which 
awards  the  Art  Buchwald  Scholarship 


the  same  Welk  Heritage  which  is 
refurbishing  Lawrence  Welk's  birth- 
place and  a  tiny  farm  in  a  North 
Dakota.  Unlike  what  you've  heard, 
however,  they're  not  building  a 
shrine  to  the  "Bandleader  of  Bubb- 
les." Rather,  the  grant  was  to  have 
gone  to  establishing  a  museum  of 
German-Russian  I  leritage. 

Donations  plunged  after  word  of 
the  grant  came  out — folks  either  mis- 
understood what  the  mone\  was  for, 
or  they  figured  the  grant  would  cover 
all  the  costs.  But  guess  what?  The 
grant  never  came  through,  axed  b\ 
government  bureaucrats  in  October. 
Ih us,  your  chance  to  preserve  a 
piece  of  historic  North  Dakota  re- 
mains: Welk  Heritage,  Box  52.  Stras- 
burg, ND  58573;  701-336-7519. 

If  you're  less  interested  in  a  home 
on  the  ranee  than  your  office  down- 


town, you  might  consider  Gifts  In 
Kind  America  The  perfect  option 
for  the  company  without  a  lot  of 
spare  cash,  but  plenty  of  spare  stuff. 
Gifts  In  Kind  America  redistributes 
your  wealth  to  qualified  nonprofit 
agencies.  Say  you  went  in  big  on  a 
product  that  was  supposed  to  sell  like 
hotcakes.  Instead  it  flopped,  and 
now  you're  looking  for  the  syrup, 
because  you're  about  to  eat  all  that 
excess  inventory.  Let  Gifts  In  Kind 
sweeten  the  swallow  as  they  take  the 
inventory  off  your  hands  (and  your 
ledger).  They  can  either  do  it  all — 
storing,  publicity,  distribution — or 
leave  it  up  to  you.  Gifts  In  Kind 
maintains  a  remarkably  low  over- 
head— less  than  29c  of  the  value  of 
donated  gifts — and  your  donations 
help  other  nonprofits  keep  adminis- 
trative costs  down,  too.  Many  compa- 
nies have  found  the  tax  break  and 
free  publicity  so  desirable,  they've 
made  successful  produces  available 
as  well.  Gifts  In  Kind  America.  700 
North  Fairfax  Street.  Suite  300.  Alexan- 
dria. 1.1  22314;  703-836-2121. 

If  you'd  rather  spread  the  wealth, 
you  can  follow  the  example  of  Sara 
Yaughan  Clayton,  the  Texas  woman 
who  30  years  ago  bequeathed  the 
income  of  her  S20  million  trust  to  the 
government.  Go  ahead,  read  it  again. 
In  response,  the  government  set  up 
the  Public  Debt  Reduction  Fund 
to  take  Ms.  Clayton's  monc\  And 
anyone  else's  who  felt  their  taxes  just 
weren't  enough.  As  oi  Aug.  1991, 
Americans  had  kicked  back 
$19,280,478.%  to  their  country.  That 
includes  an  Ohioan  who  donated 
$100,000  as  well  as  his  monthlv  S 
cial  Security  checks.  a\m.\  various  no- 
ble citizens  from  New  Jersey  who 
like  to  contribute  36f  apiece.  Before 
you  write  this  o\'(  too  quickly,  re- 
member gifts  such  as  these  are  not 
without  their  perks.  \s  a  Bureau 
spokesperson  pointed  out.  the  mon- 
c\  you  give — cash,  check  or  moncv 
order  accepted — is  tax-deductible. 
Bureau  of  the  Puhlu  Debt,  Depetrtm 
G.  Washington.  DC  20239-0601.  Z 

LlAM    CAI  I    WW    is    a    tm-L. 
writer  living  in  Washington,  />  < 
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HiOnly  your  time  is  more  precious  than  this  watch 


This  delicately-wrought  OMEGA  Louis 
Brandt  watch  reflects  our  love  of  fine 
craftsmanship.  Along  with  a  chronograph 
and  a  calendar  model,  this  meticulously 
hand-finished  perpetual  calendar  watch 
belongs  to  a  truly  exclusive  collection: 
"L'Edition  Louis  Brandt  d'OMEGA." 

Because  of  their  very  limited  avail- 
ability, the  entire  Louis  Brandt  collection 
will  be  on  display  at  these  fine  jewelers 
from  October  31  through  November  2.  At 
that  time,  you  may  register  to  purchase  one 
for  your  very  own. 

o 

OMEGA 


Dahnc  &  Weinstein,  Baltimore  (301)  825-7710;  Shrive  Crump  &  Low,  Boston  (617)  267-9100;  CD  Peacock,  Chicago  (312)  535-0077;  dc  Boulle. 

Dallas  (214)  522-2400;  Jewel  Gallery,  Honolulu  (808)  945-5390;  Chong  Hing  Goldsmith,  Monterey  Park  (818)  289-6992;  Princess  Jewels, 

Los  Angeles  (213)  276-5556;  Mayors-Dadeland  Mall,  Miami  (^05)  667-7516;  Tourneau,  New  York  (212)  758-3265;  Borshcims,  Omaha  (402)  391-0400; 

Embassy,  Palm  Beach  (407)  655-4844;  Schwarzschild-Regency,  Richmond  (804)  740-1422;  Sidney  Mobell,  San  Francisco  (800)  442-7999 


WHETHER  THE  recession  damp- 
ens your  holiday  spirits  is  a  mat- 
ter between  you  and  your  bank 
statement.  If 

you're    strapped, 
though,  here's  a 
tip    that    should 
perk  up  your  sea- 
sonal       celebra- 
tions:   today's    average    non-vintage 
Champagne  is  not  only  a  lot  cheaper, 
it's  often  just  as  good  as  the  typical 
vintage  bottling.  At  around  $20-$30  a 
pop,  you  can  do  better  with  basic 
non-vintage      bottlings      from      top 
houses  like  Bollinger,  Roederer  and 
Veuve-Clicquot  than  with  many  lack- 
luster vintage  releases. 

How  is  this  possible?  Champagne- 
making  is  the  art  of  blending  base 
wines  into  something  sublime.  The 
component  wines  come  from  differ- 
ent grape  varieties  (chardonnay, 
pinot  noir  and  pinot  meunier)  and 
different  villages  and  vineyards 
{grands  crus,  premiers  eras  andahostof 
lesser  sites).  In  addition,  because 
only  three  or  four  harvests  per  de- 


Grape  Juice 


The  FYI  20: 

Outstanding  Bubbly 

For  The  Holidays 


By  Stephen  Tanzer 


cade  in  this  raw  climate  northeast  of 
Paris  provide  the  materials  to  make 
balanced,  complete  wines.  Cham- 
pagnes usually  combine  two  or  more- 
vintages.  A  relatively  lean,  high-acid 
vintage,  for  example,  can  be  softened 
by  the  addition  of  some  mellower, 
riper  wine.  Lush  wine  from  an  un- 
usually hot  year  can  be  given  needed 
backbone  and  freshness  through  the 
judicious  introduction  of  some 
"greener"  juice. 

Blending  across  vintages  is  how 
producers  are  able  to  maintain  the 
house  st\lcs  their  customers  have 
come  to  expect.  And  as  non-vintage 
wine  accounts  for  upwards  of  8091  of 
total  Champagne  production,  the 
reputations  of  most  major  houses 
hinge  on  the  quality  and  consistent  v 
of  their  non-\  image  blends. 

On  the  other  hand,  those  of  you 


who  are  feeling  more  flush  this  time 
of  the  fiscal  year  may  well  be  ready  to 
drink  your  way  through  the  other 
20%  of  Champagne:  not  just  the 
plain  vanilla  vintage  releases,  but  the 
highly  visible,  super-deluxe  bottlii 
that  represent  the  best  wines  the 
Champagne  houses  can  dream  up. 
Today,  virtually  every  major  produc- 
er has  at  least  one  hang-the-expense 
rut  e'e  de  prestige,  in  designer  packa_ 
ranging  from  quietly  classy  to  osten- 
tatiously overdecorated. 

So  what  besides  the  fancy  wrap- 
ping distinguishes  these  luxury  bot- 
tlings from  standard-issue  vintage 
Champagne?  For  one  thing,  they  are 
typically  made  from  the  plushest 
grapes  plucked  from  the  best  sites — 
in  many  instances,  from  the  produ- 
cer's own  holdings.  In  nearly  every 
case,  only  the  finest  "free  run"  juice 
from  the  first  pressing  is  included  in 
these  blends.  Moreover,  labor-inten- 
sive traditional  methods  are  used  at 
every  turn  in  the  winemaking  and 
aging  process. 

Just  as  important,  these  wines 
spend  considerably  longer  rubbing 
up  against  their  lees  (the  sludge  of 
spent  yeast  cells  and  other  precipitat- 
ed solid  matter)  following  the  sec- 
ond, in-bottle  fermentation  that 
gives  Champagne  its  zip.  ("Yeast  au- 
tolysis" character  is  what  lends  the 
greatest  Champagnes  their  subtlctv 
and  complexity  of  aromas  and  fla- 
vors.) Instead  of  being  released  two 
to  five  years  after  the  v  image,  thev  're 
aged  in  Champagne's  sepulchral  cel- 


lars for  up  to  nine  \e.irs  before  being 
"disgorged" — that  is.  before  the  sed- 
iment is  removed  and  the  still-drv 
wine  is  topped  up  with  .i  solution  ot 
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This  is  a  moment  for  a  Mac 


A  golfer's  moment  to  remember  has  a  way  of  etching  itself  in  the  mind  for  a  lifetime. 
And  whether  your  handicap  is  5  or  35,  there  is  always  one  unlikely  putt,  or  one  improbable 
approach  or  one  unforgettable  drive  that  stands  above  all  the  rest. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when  speed 
is  all  too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two  years  to 
turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
aroma  of  the  ultimate  cigar. 

©1991MontegoYCia 
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wine  and  sugar,  the  sugar  content  of 
this  dosage  \arying  according  to  the 
intended  sweetness  of  the  finished 
wine.  In  sum.  they're  intensely  fla- 
vored but  refined,  less  overtly  fruity, 
more  grown-up  wines  that  can  be 
enjoyed  upon  their  release  but  have 
the  backbone  to  reward  further  aging 
under  proper  cellar  conditions. 

The  greatest  of  these  wines  repre- 
sent the  purest  expression  of  Cham- 
pagne alchemy.  Naturally,  however, 
quality  in  this  category  varies  consid- 
erably, and  the  lesser  examples  rank 
as  some  of  the  world's  most  over- 
priced w  ines.  To  spare  you  the  indig- 
nity of  spending  a  hundred  bucks  or 
more  for  plonk  in  a  fancy  vessel,  I 
recently  staggered  through  just  about 
even,  vintage  and  prestige  cuvee 
Champagne  available  in  the  Ameri- 
can market — nearly  100  wines,  all 
told.  Below  are  the  best  of  the  lot:  the 
FYI  20.  if  you  like.  All  of  these  re- 
markable wines  fall  under  the  rubric 
of  brut  Champagne — technically 
"raw."  though  this  style  ranges  in 
taste   from   fairlv  drv   to   bone   drv. 


(Note  that  a  Champagne  labeled 
'"extra  sec"  or  "extra  dry"  is  sweeter 
than  brut.) 

In  the  paragraphs  below  I've  tried 
to  limit  my  descriptions  to  English, 
though  some  w  inechat  and  repetition 
of  descriptors  inevitably  sneaks  into 
one's  tasting  notes.  The  point  is  sim- 
ply to  convey  the  style  of  each 
Champagne  so  that  you  can  pair  it 
with  an  appropriate  food  (see  the 
accompanying  box).  The  price 
shown  for  each  wine  represents  the 
importer's  suggested  full  retail  mark- 
up: prudent  shoppers  in  major  wine 
markets  should  be  able  to  find  these 
wines  at  lower  prices. 

Prestige  Cuvees 

Among  the  classic  prestige  cuvees 


are  several  names  that  have  become 
synonymous  with  great  Champagne 
in  this  country;  others  are  household 
names  only  in  Reims.  The  1982  Pol 
Roger  Cuvee  Sir  Winston  Churchill 
(about  SI 25)  offers  vibrant  aromas  of 
toast  and  the  autolysis  complexity 
that  characterizes  slowly  fermented 
and  long-aged  Champagnes.  This 
very  young,  slightly  sweet  wine  is 
built  for  aging,  but  its  outstanding 
intensity  of  flavor  makes  it  compel- 
ling already.  Every  bit  as  rich  and 
powerful  is  the  1985  Veuve  Clicquot Luj 
Grande  Dame  ($83-$100).  a  wine  as- 


sertive enough  to  accompany  most 
freshwater  fish  or  chicken  dishev 
The  warm  bread  aromas  of  this  one 
will  turn  nutty  with  a  few  years  of 
additional  bottle  agins-  Fans  of  older 


It  is  often  said  that 
Hong  Kong  looks  best  from  the  water. 
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Champagne  aromas  will  love  the 
1982  Bollinger  R.D.  ($115),  a  wine 
whose  long  aging  on  its  lees  (R.D. 
stands  for  "recently  disgorged")  has 
given  it  the  seductive  coffee,  caramel 
and  biscuit  aromas  of  a  mature  wine; 
at  the  same  time,  its  intensity,  acidity 
and  persistence  on  the  palate  ensure 
that  this  very  dry  wine  will  unfold  for 
many  years.  The  in-your-face  1983 
Moet  &  Chandon  Cuvee  Dom  Perignon 
($83),  the  world's  best-selling  pres- 
tige cuvee  Champagne  by  a  huge  mar- 
gin, has  distinctive  hazelnut,  earth 
and  truffle  aromas,  a  very  muscular 
impression  on  the  palate  (many  '83 
Champagnes  are  still  a  bit  angular 
and  need  a  couple  of  years  to  harmo- 
nize), and  a  hint  of  sweetness — idio- 
syncratic, no-nonsense  Champagne. 
Somewhat  sweeter  is  the  1982  Joseph 
Perrier  Cuvee  Josephine  ($100),  a  wine 
that  combines  mature  baked  bread 
and  coffee  aromas  with  bracing  lem- 
ony fruit. 

Just  a  step  behind  these  wines  are 
the  following:  1982  Laurent-Perrier 
Grand  Siecle  ($80;  steely,  citric,  floral 


aromas,  then  surprisingly  creamy  and 
mouthfilhng  a  striking  example  of 
the  uncommonly  rich  1982  vin- 
tage); 1985  I) nippier  Grande  Sendree 
($50;  aromas  of  toast  and  pineapple; 
flamboyant  fruit;  moderately  sweet); 
Knig  Grande  Cuvee  ($7()-$80;  a  special 
multi-vintage  blend  from  only  the 
best  harvests:  yeasty,  winey  nose; 
lemony  fruit  of  great  intensitv,  with 
plenty  of  acidity  for  further  aging;  as 
always,  among  the  driest  of  Cham- 
pagnes), and  1985  Ayala  Grande  Cuvee 


(mFl  *&"**:  clauses 
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($73;  delicately  chalky,  biscuit  aro- 
mas; opulent  but  reserved  on  the 
palate,  with  an  aftertaste  that  com- 
bines a  slight  sweetness  with  a  touch 
of  tart  strawberry). 


Blanc  de  Blancs 

While  the  typical  Champagne  is  a 
blend  of  roughly  two-thirds  black 
grapes  and  one-third  white  (with  the 
fruit  pressed  quickly  and  gently  so 
that  the  dark  pinot  skins  do  not  color 
the  juice),  most  producers  make  at 
least  one  hlanc  de  blancs — literally,  a 
white  wine  from  only  white  grapes, 
in  this  case  chardonnay.  Blanc  de 
blancs  Champagne  tends  to  be  lighter 
in  body  and  austere  when  young,  but 
gains  in  bouquet  and  flavor  with  bot- 
tle age.  The  extremely  understated, 
harmonious  1983  Taittinger  Comtes  de 
Champagne  Blanc  de  Blancs  ($103)  is  a 
classic  of  this  genre,  with  chalky, 
citric  aromas;  piercing  fruit  of  great 
purity;  and  a  finish  that  will  not  quit. 
In  contrast,  the  1985  Charbaut  Certifi- 
cate Blanc  de  Blancs  ($83)  is  much 
more  exuberant  today,  perhaps  less 
refined  but  long  on  personality;  it 
offers  hints  of  spice  and  earth  and  a 
lingering,  quite  dry  finish.  At  nearly 
the  same  level  is  the  1985  Pol  Roger 
Blanc  de  Chardonnay  ($65;  intense  but 


Once  you  immerse  yourself  in 
pleasures  unique  to  The  Regent, 
you  will  agree  that  some  of  its 
best  assets  are  liquid. 
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Time  out. 

Our  world.  Your  time. 
The  Cloister  and  Sea 
Island-  breakfast  by  the 
sea.  The  golf  challenges 
of  antebellum  Retreat 
Plantation.  Rare  talents 
of  Hall-of-Famer  Louise 
Suggs  and  Golf  Digest 
pros.  Get  to  know  us. 

Come  measure  miles 
of  private  beach,  cham- 
pionship tennis  and  skeet. 
Retreat  to  the  spa  and 
beach  club.  Then  dress 
up  for  sumptuous 
dining  and  dancing. 

Our  world.  Your  pace. 
The  Cloister,"  Sea  Island. 
Georgia  31561.  Call 
800-SEA-ISLAnd  to 
arrange  your  getaway 
or  VIP  meeting. 
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5-Star.  Gold  Key.  Pinnacle 


not  aggressive,  with  a  slight  sweet- 
ness on  the  palate  though  still  youth- 
fully austere,  like  so  many  wines 
from  the  high-acid  '85  vintage — a 
year  some  Champenois  are  calling 
the  "vintage  of  the  century"). 

Roses 

Rosi Champagne  is  normally  made 
by  adding  a  small  percentage  of  red 
wine  to  the  clear  juice,  though  a 
minority  of  roses  get  their  color  as  a 
result  of  skin  contact  during  fermen- 
tation. Nearly  ever}  major  producer 
offers  at  least  one  such  wine  in  re- 
sponse to  market  demand  for  pink 
Champagne,  though  most  swear  that 
they'd  never  tamper  this  wa\  with  a 
cleai  wme  if  left  to  their  own  devices. 
The  best  rose  lu\ur\  <//:,,  I've  tasted 
in  recent  months  is  the  aristocratic 


1982  l.aurent-Perr'ter  Grand  Steele  ('li- 
tre Alexandra  Rose  ($120).  which  of- 
fers restrained  berry  and  orange  peel 
aromas,  vibrant  and  very  youthful 
fruit,  and  a  slightly  sweet  but  firm 
aftertaste.  Like  the  other  wines  from 
this  great  house,  the  Krug  Rose 
($130-5150).  a  multi-vintage  bottling, 
is  in  a  category  all  its  own.  With  its 
distinctive  pale  copper-yellow  color. 
yeast)  nose  with  a  suggestion  of  nec- 
tarine, laid-back  fruit  and  extraordi- 
nar\  length  on  the  palate,  this  is  more 
a  serious  wine  that  happens  to  have 
bubbles.  The  1983  Taittinger  Comtes 
de  Champagne  Rost  (5120).  as  excep- 
tional as  this  house's  Hatu  de  hiatus, 
has  aromas  of  orange  and  strawberry, 
and  lo\el\  hints  of  fruit  along  with  a 
slight  sweetness.  In  contrast  to  the 
recent l\  released  1985  version,  it  ;s 
sensational  right  now 


Also  worth  special  mention:  the 
1982  Heidsieek  Monopo/e  Diamant  Ram 
($80;  with  almost  exotic  raspberry 
and  truffle  aromas  and  flavors  that 
some  Champagne  purists  may  con- 
sider excessixe:  full-bodied  and  in- 
tense); the  1985  Pemer-Jouet  Fleur  de 
Champagne  Rose  ($70-$80;  aroma  of 
raspberry  coulis:  subtly  fruity  palate; 


spicy  finish;  a  wine  of  great  finess 
and  the  1985  Gosset  Grand  Millesime 
Rose'  ($70-$78;  very  pale  salmon  eol- 
or;  delicate  aromas  of  fruit  and  toast; 
lightbodied  but  intensely  flavored, 
and  very  dry;  an  unusual  rose  made 
by  the  addition  of  red  wine  to  100*7 
chardonnay). 

No  overview  of  great  bubbly 
would  be  complete  without  special 
mention  of  two  vintage  wines  that 
are  as  good  as  Champagne  gets.  The 
extraordinarily  rich  and  nuanced 
1982  Krmg  (51 10-5120).  featured  here- 
last  November  ("When  Money  Is  No 
Object"),  is  one  of  the  greatest 
young  Champagnes  Pve  ever  tasted. 
This  creamy,  yeasty,  full-bodied  but 
dry  wine  will  evolve  slowly  for  15 
\ears  in  a  cool,  dark  cellar.  And  the 
extremely  rare  1985  Salon  l*  Mesnil 
Blanc  de  R lanes  (51 25 >.  one  o\  a  hand- 
ful of  Champagnes  made  from  a  sin- 
gle grand  cru  village,  offers  \anilla 
and  hazelnut  aromas  with  touches  o\ 
orange  and  \  lolet.  a  fearful  intensity 
of  flax  or.  and  bracing  acidity.  The 
onl\  wine  made  b\  Salon,  this  one  ! 
a  vintage  Champagne,  luxurj 
and  Nan,  dt  hlan,s  all  wrapped  up  in 
one.  and  can  be  savored  now  or  on 
\ew  Year's  Eve  o\  the  21st  centur\  Z 
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Beyond  Champagne  and  Caviar 


To  demonstrate  the  flexibility 
of  their  wines  at  table,  the  ma- 
jor Champagne  houses  fre- 
quently stage  elaborate  multi- 
course  dinners,  with  a  different 
Champagne  accompanying 
each  dish.  (You  can  bet  that  as 
soon  as  their  visitors  leave, 
they  whip  out  a  claret  to  accom- 
pany the  main  course.)  Still, 
there  is  such  a  range  of  styles 
even  within  the  category  of  brut 
Champagne — from  steely,  lem- 
ony chardonnay  to  red  fruit-fla- 
vored, pinot  noir-dominated 
roses;  from  tongue-drying  to 
perceptibly  sweet;  and  from 
light  and  delicate  to  rich  and 
full-bodied — that  there  are  a 
surprising  number  of  workable 
Champagne  and  food  matches. 

For  my  money,  Champagne 
shows  to  its  best  advantage  as 
an  aperitif  with  hors  d'oeuvres 
(try  shrimp  or  pork  dumplings). 
But  the  following  food  combina- 
tions with  Champagne  should 
ignite  any  holiday  menu  (when 
in  doubt,  Champagnes  with 
some  bottle  age — i.e.,  with  lazi- 
er bubbles — are  usually  a  better 
bet  at  the  dinner  table): 

Raw  oysters  with  dry,  delicate 
Champagnes,  preferably  young 
ones  (such  as  Ayala  Grande  Cu- 
vee  or  Perrier-Jouet  Fleur  de 
Champagne).  Very  dry,  high- 
acid  Champagnes  can  work 
with  the  most  delicately  fla- 
vored— and  expensive — cavi- 
ars, but  the  mellower  wines 
will  not  cleanse  your  palate  of 
the  fishiest  eggs. 

Salty  foods  such  as  aged  Parme- 
san or  cheddar,  cheese  straws, 
and  roasted  nuts,  with  blane  de 


There  is  such  a 
range  of  styles 

within  the 
category  of  brut 
Champagne  that 

there  are  a 
surprising  number 

of  workable 

Champagne  and 

food  matches. 


blancs (Salon,  Charbaut  Certifi- 
cate, Taittinger  Comtes  de 
Champagne).  Creamy,  delicate- 
ly flavored  cheeses  like  Cou- 
lommiers  and  Explorateur  pair 
well  with  many  lighter-bodied 
Champagnes. 

Smoked  ham  with  lighter-bod- 
ied but  intensely  flavored  roses 
(e.g.,  Gosset  Grand Millesime). 

Blander  textures  that  pose 
problems  for  most  still  wines, 
such  as  egg  dishes  (especially 
with  smoked  salmon  or  black 


truffles),  purees  and  cream 
soups  (mushroom,  potato,  onion 
or  lobster  bisque).  Stick  to 
youthfully  effervescent  Cham- 
pagnes. 

Sushi  and  Sashimi  (the  mar- 
riage of  rose  Champagne  and 
raw  tuna,  for  example,  pleases 
the  eye  and  palate). 

Foie  gras  with  particularly  pen- 
etrating blane  de  blancs  (Sa- 
lon). 

Fried  foods  such  as  vegetable 
tempura,  shrimp,  scallops, 
chicken,  with  just  about  any 
young,  light-to-medium-bodied, 
drier-styled  Champagne. 

Seafood  or  white  truffle  risotto 
with  rich,  yeasty  Champagnes 
(vintage  Krug,  Pol  Roger  Win- 
ston Churchill). 

Cold  poached  salmon  with 
strongly  flavored,  younger 
roses;  rare  lamb  with  richer, 
mature  roses. 

Richly  sauced  lobster  dishes 
with  fuller-bodied  Champagnes 
(Krug,  Bollinger,  Veuve-Clic- 
quot). 

Fowl  or  fresh-water  fish  cooked 
in  cream  or  butter  sauces:  the 
richer  the  sauce,  the  richer  the 
wine. 

Desserts  based  on  berries. 
Champagne  is  a  refreshing  way 
to  cap  a  great  meal,  but  brut 
Champagne  is  overwhelmed  by 
most  sweet  desserts.  (One  nota- 
ble exception  is  a  mature  hazel- 
nutty  Champagne  such  as  Bol- 
linger R.D.  with  creme  brulee.) 
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Red  is  the  order  of  the  day  - 

this  cardholder,  $88.  and 

change  purse.  $NS.  in  grained 

calfskin.  Available  at  all 

Louis  Yuitton  stores. 


m 
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■ 
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The  Flowers  Of  The 
Opera  silk  scarf  by 
Oscar  de  la  Renta 
hits  the  right  note — 
red.  $80.  Mailable 
exclusively  at  the 
Gift  Shop  of  Sew 
York's  Metropolitan 
Opera  at  Lincoln 
Center,  or  call 
212-580-4090. 


Paint  the  town  midnight 

red  in  Rouge  de  Minuit 

nail  polish.  $1230,  and 

lipstick.  $11 'SO,  by  Chanel. 

Available  at  Chanel 

boutiques  and  fine  department 

stores  nationwide. 


kit:  the  red 
' leather  Ho\  Rag  '■  <s  is 

sturdy,  like  luggage,  but  charming  enough 
to  be  a  hat:  ;    \;,ill\tark< 

or  a 


Just  in  time:  the  18k  gold  Coli- 

see  watch  by  Carrit 
pavee  diamond  links,  gold  buck- 
le, and  red  calf  strap.  $t 
At  Carrier  boutiques  or  call 
(ARTIER. 


What  does  red  smell  like?  The 
Cvthere  candle  by  Rigaud. 
mailable  at  William- 
Wayne  <*  Co..  Nm  York;  and 
Saks  Fifth  Avenue  and  Set- 
man-Mamts  stores  nationwide. 


Tovenng  Inferno:  iht 
alarm  red  suede  sJtHgktfr  by 

fayettr  in  Htm  I 


Red  Alert 

Red  is  hot  tor  the  hoik: 
\n  winter  thermomeu 
drop,  temperatures  heat  up 

indiH)rs.  with  red  shoe 
bogs,  and  other  I1CS 

providing  the  fire.  Nothing 
picks  up  the  spirits  lik- 
Miid\  in  scarlet — the  1 
accent  for  an)  festh 
sion.  This  season,  red 
means  CO.  9 


\\\  M  \RK  Grischke 


Opening  Black  could  be  the  start  of 
something  beautiful. 


Ultimately  there's  Black: 


LIN&SOMI  HStlCO    U,    NY  lOHNNIf  WAIKIR"  BIACKLABU"  BLENUHJ  SCOTCH  WHISK  I  40%  All    Vol  (80") 


H^        Clip  n'  Save 


March  Of  Dollars 


You're  curled  up  in  front  of  the  fireplace  rereading  The  Reivers  when  you  come  across  one  of  those  annoying  references  to 
dollar  amounts.  Just 'what 'was  the  dollar  worth  when  Faulkner  put  pen  to  paper  in  1962?  With  the  help  of  the  I  '.S.  Department 
of  Labor,  Bureau  of  Labor  Statistics,  Prices  and  Living  Conditions,  we  present  the  FY!  Dollar  Equivalents  Guide  (DEG). 
Our  chart  begins  in  1820,  about  the  time  when  the  dollar  became  firmly  established  as  a  U.S.  monetary  unit.  Prior  to  that,  a 
rather  messy  combination  of  English,  French  and  Spanish  money  was  used,  along  with  the  bartering  system.  & 


Time  Period 


1820-1850 


1850-1875 


1875-1900 


1900-1925 


1935 


1945 


A  v  g- .  Approx.  Conversion 


$1  equals  $13.28  in  1991 
$1  equals  $13.14  in  1991 
$1  equals  $14.85  in  1991 


$1  equals  $11.38  in  1991 


$1  equals  $9.91  in  1991 


$1  equals  $7.56  in  1991 


1955 


$1  equals  $5.08  in  1991 


1965 


1975 


1985 


$1  equals  $4.31  in  1991 


$1  equals  $2.53  in  1991 


$1  equals  $1.26  in  1991 


As  an  added  bonus,  here  are  six  references  to  money  in  great  works  of  American  literature,  along  with  the  current  equivalents  to 
the  cited  amount.  If,  however,  you  want  to  find  out  how  much  The  Catcher  in  the  Rye 's  Holden  Caulfield  would  have  paid 
for  his  brief  conversation  with  a  prostitute  had  it  taken  place  in  1 991,  well,  you  11  just  have  to  figure  that  one  out  for  yourself. 


Author/Title:  Mark  Twain's  Adventures  Of  Huckleberry 
Finn  Reference  year:  around  1835  Dollar  amount 
cited  in  text:  $1  Sample:  "Well,  Judge  Thatcher  he 
took  it  [Huck  and  Tom's  treasure]  and  put  it  out  at 
interest,  and  it  fetched  us  a  dollar  a  day  apiece  all  the 
year  round — more  than  a  body  could  tell  what  to  do 
with."  1991  Equivalent:  $13.14. 

Author/Title:  Henry  James'  Watch  And  Ward  Refer- 
ence year:   1871   Dollar  amount  cited  in  text:  $10 

Sample:  Roger  Lawrence  meets  a  man  who  wants  to 
borrow  one  hundred  dollars  from  him.  Roger:  "I  can't 
think  of  giving  you  the  sum  you  ask.. .Meanwhile,  here 
are  ten  dollars."  The  stranger's  response:  "(),  the  devil! 
What  can  I  do  with  ten  dollars?"  1991  Equivalent: 
$107.10. 

Author/Title:  Frank  Norris'  Mc' league  Reference 
year:  1899  Dollar  amount  cited  in  text:  $1  Sam- 
ple: Maria  tries  to  sell  Marcus  a  lottery  ticket.  The 
ticket  costs  a  dollar,  but  that's  more  than  Manns 
("who  has  but  thirty  cents  in  his  pocket")  can  afford. 
His  cousin  Trina  buys  one.  but  parting  with  the  cash 


makes  her  "very  uneasy."  1991  Equivalent:  $16.29. 

Author/Title:  F.  Scott  Fitzgerald's  The  Great  Gatsby 
Reference  year:  around  1917  Dollar  amount  cited  in 
text:  $4  Sample:  Meyer  Wolfsheim  tells  of  buying 
lunch  for  a  famished  Gatsby.  who  is  so  hungry  he  "ate 
more  than  four  dollars'  worth  of  food  in  half  an  hour." 
1991  Equivalent:  $42.44. 

Author/Title:  J.D.  Salinger's  The  Catcher  In  The  Rxc 
Reference  year:  1 945  Dollar  amount  cited  in  text:  (5 
Sample:  Holden  buys  a  copy  of  "Little  Shirley  Beans." 
a  difficult  to  find  Dixieland  phonograph  record.  "They 
charged  me  five  bucks  for  it.  because  it  was  no  hard  to 
get,  but  I  didn't  care."  1991  Equivalent:  557. SO. 

Author/Title:  Allen  Orurv's  AdvtS  -:<,tit  Refer- 

ence year:  I960  Dollar  amount  cited  in  text:  51 
million  Sample:  "  \\n\  bitch  with  a  million  bucks,  .i 
nice  house,  a  good  caterer,  and  the  nerve  o\\\  grand 
larcenist  can  become  I  social  success  in  Washington.' 
people  said  cattily,  and  indeed  it  was  entirely  true." 
1991  Equivalent:  $4. 6  million.  — M  \  I  I   CONNOR 


40       I-'ORIU  s 


TYI 


A  LA  VIEILLE  RUSSIE 

781  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10022  (212)  752-1727  ESTABLISHED  1851 


\ 


**'«,,  ««*«•* 


£'< 


s 

»£« 

y 

¥ 

- 

-  - 

• 

.    .  . 

&w 

X     - 

££*? 

1     • 

•  -jf." 

*  --. 

Jf 

w^T    ;;• 

- 

\ 

. 

V:  * . 

—  -          - 

yg 

%           ■               '  •.*•  •-•  >  >♦ 

S  •           r 

- 

c 

Jftff 

•  :V...-..*~:.-  - 

is 

Vv 

• 
•if      O       :':'" 

V 

MR 

■ 

,.v 

..    .. 

■'■■;.'  *                                                     '  .    ■-- 

•    .   '                            .% 

'                                       '■ 

-     J; " 

;    i.  '  . 

t.        '*      - 

■■'A"i"f:  * 

. 

■  tt& 

»  .     1, 

•     -■%  \  v.  -;.■ 

,i 

^ 

-     ■ 

- 

* 

x 

, 

- 

■('•  -             •  .    - 

•     '   -  :■ 
-                             ■ 

-.  'i 

-i 

-    •  , 

>, 

~  i 

V   ■..  " 

k 

I- 

:' 

i, 

\ 

1 

v.                r" 

^-  ..v-v 

77r^ 

(CyJhe  heart  protected  by  the  serpents  of  eternal  love— an  enduring  Victorian  legacy  for  today's  romantic 


READTHISCOLUMNtOthc  end 

and  I  think  that  you're  going  to  have 
to  find  a  large,  even  outsized  Christ- 
mas stocking,  maybe  a  sock  that  once 
belonged  to  a  Clydesdale  horse  or  an 
elephant.  Because  this  is  the  holiday 
when  it's  going  to  begin  to  make 
sense  to  give  recorded  books  as  well 
as  original  printed  books. 

It's  the  season  for  the  first  real 
gathering  of  gift  sets  of  some  terrifi- 
cally engaging  novel  series.  And  if 
these  potential  gifts  stretch  your  nor- 
mal size  stocking,  it  won't  just  be 
because  of  their  odd  dimensions. 
With  recordings  such  as  these  you 
can  be  quite  sure  that  you're  going  to 
change  someone's  way  of  spending  a 
large  number  of  hours. 


Ryan  novels  available  this  gift-giving 
season.  I'm  not  one  for  abridging 
novels  myself,  but  if  you  want  the 
gist  of  Clancy's  1989  best-seller  Clear 
And  Present  Danger  and  the  1988  The 
Cardinal  Of  The  Kremlin  you  can  find 
them  each  in  180-minute  versions  in 
one  volume  (Simon  &  Schuster  Au- 
dio, $30)  read  by  David  Ogden 
Stiers.  Clancy's  latest  hit  novel.  The 
Sum  Of  All  Fears,  which  even  re- 
ceived good  notices  in  places  un- 
friendly to  pop  fiction,  is  available  in 
a  six-hour  version  (Simon  &  Schus- 
ter, $24).  But  for  the  purist  devotee 
of  Clancy,  the  person  who  wants  c\  - 
ery  coordinate  on  the  radar  scope  and 
every  smart  bomb  exploding,  you  can 
get  an  unabridged  version  of  Clear 


Reviews  On  Tape 


"The  PLAY's 

the  thing"  this 

holiday  season. 


By  Alan  Ciii-.i  sk 


One  hundred  and  one  hours  of 
earplay  is  the  time  it  takes  to  listen  to 
Jean  M.  Auel's  Earth's  Children 
saga  in  its  entirety,  as  presented  in 
the  four-package  set,  published  un- 
abridged and  with  a  single,  clear- 
voiced  reader  by  the  Brilliance  Cor- 
poration. The  first  volume  in  Auel's 
enormously  popular  prehistory  tetral- 
ogy, The  Clan  Of  The  Cave  Bear  (Bril- 
liance Corp.  $22.95)  originally  ap- 
peared in  print  in  1980.  It  was  fol- 
lowed over  the  past  decade  by  the 
sequels.  The  Valley  Of  Horses  (Bril- 
liance Corp.,  $23.95),  The  Mammoth 
Hunters  (Brilliance  Corp.,  $24.95). 
and  the  recent  installment  of  this 
mammoth — pun  intended — under- 
taking. The  Plains  of  Passage  (in 
twelve  tapes  at  $39.95  in  this  large 
Brilliance  Corp  package).  It"  you've 
ii,ot  ii  relative  who  belongs  to  the 
"Cave  Bear"  cult,  this  package  is 
going  to  win  you  great  affection,  be- 
cause And  fans  are  the  kind  of  read- 
ers who  will  enjoy  listening  on  tape 
to  the  narratives  thev  lived  through 
between  hard  covers. 

Fanatic   Tom  Clancy   fans    nia\ 
feel   the   same   w.iv    about    the    lack 


«% 


<1 
91 
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And  Present  Danger — 24  hours  of  Jack 
Ryan  against  the  Colombian  drug 
lords — read  b\  J.C.  Howe  (Brilliance 
Corp.,  $38.95). 

Another  hugclv    successful   series 

of  novels   now    available  on   tape     - 

*  Howard    Fast's    Immigrant    saga. 

The  first  was  The  Immigrants,  ongi- 

nallv  published  in  1977,  and  now  on 

sale  in  an  unabridged  15-hour  ver- 
sion with  .i  multitude  of  actors  mak- 
ing up  the  huge  cast  of  last's  melting 
pot  fair)   tale  for  adults  (Brilliance 

Corp.,    $19.95).    Nexi    came    Seeond 
Generation  (Brilliance  Corp.,  $21 
m\o\  the  1985  conclusion  to  the  se 
The  Immigrant's  Daughter  (Brilliance, 
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the  car  that  became  a  symbol 
for  quality  in  America? 

You  make  it  better. 


The  New  LeSabre 


Buick  LeSabre  has  earned  an  enviable 
reputation  for  quality.  Of  course,  that  didn't 
stop  the  people  at  Buick  from  striving  to 
make  LeSabre  even  better. 

Safer 

The  new  LeSabre  offers  the  safety  of 
optional  anti-lock  brakes  (ABS),  as  well  as  a 
standard  driver-side  air  bag. 

Roomier 

The  6-passenger  LeSabre  now  gives  you 
even  more  front  headroom  and  rear 
legroom.  And  the  spacious  trunk 
is  easily  accessible,  thanks  to  the 


ingenious  new  low  liftover  design. 

Quieter 

LeSabre's  aerodynamic  shape  is  designed 
to  please  both  your  eyes  and  ears.  Wind  noise 
is  reduced  to  a  whisper,  while  special 
acoustical  insulation  all  but  banishes  road 
noise  from  the  interior. 

More  Powerful 

The  LeSabre's  3800  V6  engine  now  offers 
even  more  horsepower.  Yet  it  gets  an  EPA 
estimate  of  18  mpg  city/28  highway. 

To  learn  more  about  the  qualities  that 
make  the  new  Buick  LeSabre  even  better, 
please  call  1-800-531-1115. 

Or  better  yet,  see  your  Buick 
dealer  for  a  test  drive  today. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


©1991  GM  Corp.  All  rights  reserved. 

LeSabre  is  a  registered  trademark  of  GM  Corp. 

Buckle  up,  America! 


GM 


£  Precision  crafted  in  Switzerland  since  1856. 

0  The  "Airfare e  Collection  '  — 

I    a  Chronographs,  quart:  movements,  steel/ 18K 

sold,  also  available  in  all  1XK  gold. 

RNR 


TOO  FIFTH  WKMI.     \HUllllk    \\    10019 
TElEI'HONI 


$21.95),  all  of  these  unabridged  re- 
cordings playing  out  between  10  unci 
15  hours.  The  l;isr  three  arc  read  In 
one  narrator  only — grtfre  //  Dieu\  It's 
about  time  the  producer  realized  jusi 
how  distracting  a  multi-voiced  re 
cording  can  be  to  a  serious  t'.m  of 
narration  who  wants  nothing  better 
than  to  dramatize  the  story  in  his  oi 
her  own  mind  without  the  help  of 
overdone  professional  emoting. 

The  season  to  be  |oll\  m,i\  not  he 


the  best  time  for  everyone  to  receive 
a  copy  of  The  Library  Policeman  (Pen- 
guin HighBridge  Audio,  $29.95),  one 
of  the  most  convincing  and  terrifying 
of  the  novellas  in  Stephen  King's 
1990  best-seller  Four  Past  Midnight. 
But  Emmy  Award-winner  Ken  How- 
ard offers  eight,  eerie  unabridged 
hours  on  the  subject  of  what  happens 
if  von  forget  to  return  your  overdue 
books  at  a  particular  library  in  Ste- 
phen King's  seemingly  quiet  Iowa 
row  n  of  Junction  (  ar\ . 

\l\srer\  fans  rh is  Christmas  ma\ 
find  long  overdue  a  gift  of  recorded 
versions  of  the  novels  of  Tony  Hil- 
lerman.  one  of  the  country's  most 
cnjoMfblc  and  respected  genre  writ- 
ers. You  can  now  find  half  a  do/en  of 
his  \ a\  ajo  police  detecth  e  no>  els.  in 
unabridged  recordings  ranging  from 
si\  to  eighl  hours  of  story,  and  make 
your  mystery-loving  friends  quite 
happy.  These  are  /!/<  Dark  Wind, 
Listening  Woman,  Skinwalkers,  People 
Of  Darkness,    The  (ihostvra\  and    /'in 


Blessing  Way  (all  from  Recorded 
Books,  for  around  $37).  George  Gui- 
dall  is  the  narrator  on  all  of  these,  and 
he  does  a  fine  job  of  helping  you 
visualize  the  story  without  binding  it 
to  his  voice  alone.  An  added  thrill  for 
me  was  listening  to  the  exploits  of 
tribal  policeman  Jim  Ghee  while 
driving  through  the  Navajo  and  Hopi 


lands  of  northern  Arizona  and  west- 
ern  New  Mexico.  Who  knows — the 
person  you  give  some  of  these  no\eis 
to  may  want  to  do  the  same.  Throw 
in  a  new  car  with  a  tape  deck  and 
some  reservations  at  the  Hopi  hotel 
at  Second  Mesa.  Arizona,  and  this 
could  turn  into  quite  a  gift  indeed! 

Another  special  series — televi- 
sion's venerated  "Star  Trek" — has 
on  the  occasion  of  the  25th  anniver- 
sary of  the  show  found  its  u.i\  into  a 
unique  audio  version.  Three  best- 
sellers from  the  cassette  library  of 
Star  Trek  novels — Enterprise:  Fht 
First  Adventure,  Strangers  From  The 
Sky,  and  Final  Frontier — have  been 
digitally  remastered  and  offered  on 
four  compact  discs  for  41  j  hours  of 
Trekkie  listening  pleasure,  under 
the  title  The  Star  Ink  Jr>th  Anniversa- 
ry Audio  Collection  (Simon  cv  Schuster 
Audio.  $29.95). 

Tor  followers  o\  vintage  radii 
ries  and  mystery  fans  *t  large,  the 
same  publisher  offers  two  volumes  of 
the  original  ll>40s  broadcasts  o\  Tie 
\  ..  I  ttures  at  Skerlt  ■ 
Vols.  1  and  J.  each  package  contain- 
ing eight  shows  at  four  hours  o\  lis- 
tening (Simon  &  SchustCI    \udu-.  v 

apiece). What  have  we  herc,Watson   ~ 

\i  \\    Gin  I  SI  \  k  The 

I  ighi  Possessed  fPt  regrim 
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A  rose  at  turndown 

service.  A  truffle  on 

your  pillow.  That's 

Hotel  Sofitel, 

in  seven  U.S. 

cities  where  your 

business  takes  you. 

Comfortable. 

Stylish.  Modern. 

Superb  cuisine. 

With  a  welcome 

touch  of  France. 

And  moderate  in 

size,  for  personal 

attention,  including 

concierge  service. 

Sofitel.  Just  ask  your 

travel  agent  or  call 

ResinTer  at 

1-800-SOFITEL 


ff|jl  Hotel  Sofitel 


® 


A  W  tRLOWIDl  QUALI1V SERVICE  OF  ACCOR 


CHICAGO 

HOUSTON 

LOS  ANGELES 

MIAMI 

MINNEAPOLIS 

SAN  FRANCISCO  BAY 

WASHINGTON,  DC. 

At 

Near 

Near 

Near 

Near 

At 

PULLMAN 

O'Hare 

Intercontinental 

Beverly 

'  International 

International 

Redwood 

HIGHLAND 

Airport 

Airport 

Hills 

Airport 

Airport 

Shores 

From:  Senior  V.P.  For  Ftiquette. 
Re:  Christmas  gifts. 

This  office  has  been  in  receipt  of  a 
number  of  letters  on  the  topic  of  the 
holidays,  especially  as  they  touch  on 
the  sticky  wicket  of  gifts.  One  might 
even  say  there  is  panic  in  some  quar- 
ters. Certainly,  gift-giving  seems  to 
be  causing  concern  at  all  levels  of  our 
incorporated  family.  Several  recent 
inquiries,  and  our  responses: 

An  investment  analyst  writes: 
"The  man  I  work  for  is  a  barbarian. 
He  yells.  He  is  rude.  He  never  says 
thank  you.  He  sometimes  gets  my 

Senior  V.P. 

For  Etiquette 


Giving  a  gift 
to  a  boss  you  hale; 
Christmas  party  strata- 
gems; shoving  your 

art  down  their 

throats  and  making 

them  like  it. 


name  wrong,  even  though  I've 
worked  here  almost  a  year.  When  I 
was  out  of  the  office  for  several  days 
after  having  my  shoulder  dislocated 
in  a  rugby  game  over  the  weekend, 
he  called  me  at  home  and  told  me  to 
stop  playing  hooky.  When  I  asked  to 
leave  early  once  to  celebrate  my 
grandmother's  90th  birthday,  he  said 
no,  I  could  celebrate  it  with  her  some 
year  when  it  falls  on  a  weekend.  M\ 
question  is  this:  do  1  have  to  get  the 
swine  a  Christmas  present?  It  seems 
two-faced." 

The  fact  is  that  to  get  ahead  in  the 
business  world,  two  is  the  minimum 
number  of  faces  required. 

Hypocrisy  is  not  harmful  if  other 
people  believe  it,  onk  if  the  hypo- 
crite docs.  You  arc  not  giving  your 
boss  a  gift  as  an  expression  of  your 
affection  for  him.  What  you  .ire  giv- 
ing  him  is  the  illusion  that  you  do  not 
hate  his  guts.  This  truly  is  a  gift  that 
benefits  you  more  than  it  does  your 
boss,  for  it  is  he  who  will  determine 
your  bonus.  It's  generally  accepted  as 

poor  financial  pi. inning  to  insult  your 


boss  just  before  he  fills  in  the  amount 
of  your  bonus  check,  especially  as 
you  pay  for  the  bulk  of  your  other 
presents  with  that  money.  There- 
fore, think  of  your  gift  to  him  as  a 
small  insurance  premium  guarantee- 
ing your  being  able  to  be  munificent 
in  your  own  gift-giving.  And  he,  un- 
witting boor  that  he  is,  will  not  even 
get  it. 

On  a  related  subject,  one  of  our 
fine  accountants  writes,  "What 
should  I  do  if  someone  gives  me  a 
present  and  I  was  not  planning  to 
give  them  a  gift?" 

None  of  our  employees  wants  ever 
to  hurt  the  feelings  of  another  em- 
ployee. So  their  feelings  will  surely 
be  hurt  if  you  do  not  reciprocate  their 
act  of  generosity. 

Here  is  a  suggestion  to  spare  their 
feelings,  at  no  cost  to  yourself.  When 
you  open  their  gift,  laugh  a  little. 
Start  to  say  something,  then  shake 
your  head.  They  will  say  something 
like,  "What  is  it?",  to  which  you 
should  reply,  "Well,  you  won't  be- 
lieve it.  This  is  so  funny,  but  I 
bought  you  the  exact  same  thing}." 
Take  the  present  home,  rewrap  it 
and  bring  it  in  the  next  day.  Wink  at 
them  as  you  present  it,  laughing. 
"What  do  you  think  this  is?"  (Note: 
this  will  only  work  the  first  year,  but 
forewarned  is  forepurchased.) 

From:  Senior  Y.l\  For  Ftiquette 
Re:  The  Offiee  Christmas  part\  . 

Most  standard  office  etiquette 
goes  out  the  window  during  this  par- 
ty, which  is  why  everyone  enjoys  it  so 
much.  We  recognize  the  futility  of 
trying  to  enforce  our  codes  when  the 
success  of  the  part)  relies  on  their 
subversion.  Therefore,  we  will  an- 
swer these  few  questions  now  and 
will  ileal  with  the  issue  of  atonement 
in  the  new  year. 

1.  "Do  1  have  to  go?" 

No.  Hut  you  will  find  it  helpful  if 
you   say  you   went.   When   you    S 
people  the  next  day,  simpl)  roll  youi 

eyes  .1  little  and  tell  them.  ho.  ho.  not 
to  worrv  you  won't  tell  am  one  what 
you  saw    them  (\o\n\i,  in  the  t  I  I 
office.    This  will   place   them   in   an 
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mmediate  state  of  panic,  as  well  as  in 
your  debt. 

2.  "Am  I  allowed  to  get  drunk?" 
You  are  not  only  allowed  to  get 

drunk,  you  are  expected  to  get  drunk. 
This  does  not  mean,  of  course,  that 
you  must  get  drunk — you  must  only 
appear  to  be  drunk.  Otherwise,  you 
stand  out  as  a  grim  and  sober  rebuke 
[to  all  present. 

The  appearance  of  drunkenness 
will  bear  fruit  quickly  enough:  peo- 
ple will  feel  relaxed  enough  to  con- 
fide in  you,  little  suspecting  that  you 
will  remember  exactly  what  they  say. 
You  will  remember,  of  course,  and 
you  may  judiciously  recall  the  confi- 
dences to  them  at  the  first  opportune 
moment  in  January,  extending  their 
hangovers  and  placing  them,  too,  in 
your  debt. 

3.  "Should  I  talk  to  inferiors,  or 
superiors?" 

An  invalid  question.  After  the  first 
hour,  everyone  is  equal  at  the  Christ- 
mas party. 

At  the  office 

Christmas  party,  you  are 

not  only  allowed 

to  get  drunk,  you  are 

expected  to  get  drunk. 

From:  Senior  V.P.  For  Etiquette 
Re:  Double  standards. 

One  of  our  corner  office  leaders 
writes:  "As  you  know,  we  have  been 
making  an  effort  to  promote  our  de- 
sire to  cut  costs.  We  have  had  to  scale 
back  salaries,  production,  even  office 
supplies. 

"It  is  my  belief  that  for  these  cuts 
to  be  absorbed  with  the  least  amount 
of  resentment,  management  must 
tighten  our  belts  as  well.  I  have  been 
doing  my  best  in  this  regard.  For 
instance,  my  wife  bought  me  a  beau- 
tiful, imported  camel's  hair  coat  for 
my  birthday.  It  is  worth  several  thou- 
sand dollars.  I  therefore  leave  it  in 
the  trunk  of  my  car  when  I  arrive, 


For  complete  store  listing  and  illustrated  catalog,  write:  Alden  Shoe  Company,  Dept.  1  IF,  Middleborough,  MA  02346. 


COURTNEY  GIBBS  REGISTERS  HERE. 


FORMER  MISS  ISA,  GONE  HOLLYWOOD. 


She's  no  runner-up, 

SO  it's  Registry.  No  contest. 
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Hang  the  Mondrian  on  the  nail  like  Ahab  hammering  the  gold  doubloon  to  the 
Pequod's  mast.  Then  shout  at  them,  "There's your  incentive,  dammit!" 


wearing  instead  a  battered  raincoat 
up  the  elevator.  It's  a  sacrifice  that  I 
feel  is  important  to  make.  Manage- 
ment must,  after  all,  set  an  example. 

"Then,  for  our  anniversary  last 
week,  my  wife  gave  me  a  Mondrian. 
We  have  collected  Impressionists 
and  Cubists,  but  nothing  from  a  later 
period,  so  I  was  somewhat  surprised. 
Where,  I  asked,  did  she  want  me  to 
hang  it?  Among  the  van  Goghs,  for 
heaven's  sweet  sake?  'No,  silly,'  she 
replied,  'it's  for  your  office.  I  sneaked 
in  and  measured.  It  will  fit  right  be- 
hind your  desk." 

"This  put  me  in  an  awful  sweat.  I 
mean,  I  can  hardly  tell  her  to  take  it 
back.  And  it  would  stick  out  like  a 
sore  thumb  with  the  Monets  and 
( le/annes.  And  I  can't  tell  her  I  won't 
bring  it  to  the  office,  especially  after 
all  the  trouble  she's  gone  to.  But 
how,  pray,  can  I  send  out  memos  on 
the  urgency  of  recycling  paper  clips 
while  sitting  beneath  my  own  Mon- 
drian? Am  I  supposed  to  leave  it  in 
the  trunk,  too?" 


You  make  perfectly  valid  points. 
Fortunately,  there  is  an  answer  to 
your  specific  quandary.  I  will  get  to  it 
in  a  moment.  But  first,  re  the  double 
standard.  True,  if  things  get  too  far 
out  of  hand,  the  rabble  may  rebel 
against  recycling  Post-it  notes  and 
rise  up  with  pitchforks  and  bring  the 
tumbrils  down  the  hall  rumbling  for 
you.  But  things  have  to  get  much, 
much  worse  before  we  get  to  that 
unpretty  pass.  There  will  always  be 
grumbling  about  the  predestined 
perquisites  of  management,  but  gen- 
erally it  remains  a  bark,  not  a  bite. 

Now,  as  to  your  more  practical 
problem.  Bear  in  mind  that  env}  is 
just  another  word  for  incentive.  Mid- 
dle management  and  those  beneath 
will  resent  your  Mondrian  because 
they'll  yearn  for  the  da\  when  the\ 
can  have  one  of  their  own.  Use  their 
anger.  Bend  it  to  youi  own  purpose. 

Assemble  everyone  in  youi  office. 

Call  loudlv  for  .1  hammer  and  nail. 
Thev  will  be  perplexed.  Assume  a 
L;nm  attitude  as  you  pound  the  nail 


into  the  lush  walnut  paneling.  Hang 
the  Mondrian  on  the  nail  roughly, 
like  Ahab  hammering  the  gold  dou- 
bloon to  the  Pequod's  mast  as  a  re- 
ward to  the  first  man  to  sight  the 
white  whale.  Turn  and  glare  at  the 
confounded  multitude  of  V.P.S  and 
department  heads  and  bellow  at 
them,  "All  right,  if  this  is  what  it 
takes  to  motivate  you,  so  be  it!"  to 
emphasize  that  you,  a  well-known 
devotee  of  I.'hupnssiofiismc  and 
those  upstart  Cubists,  personally  find 
the  idea  of  being  in  the  same  room 
with  one  of  that  commercialist 
Dutchman's  idiotic  grids  au  affront 
to  taste. 

t\ote:  it  will  be  necessary  for  you 
to  make  continuing,  disparaging  re- 
marks about  it  whenever  I  visitor 
compliments  it.  Suggested  deroga- 
tions: "Uplifting,  isn't  it?  1  believe  he 
drew  his  inspiration  from  linoleum  * 
floor  tiles";  or.  M  \t  least  it  makes 
^om\  bulletin  board.") 

S    .son's  greetings  from  all  of  us  in 
Etiquette  z 
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Since  1892,  the  Hamilton  Watch  Company 
has  earned  a  reputation  as  America's  pre- 
mier watchmaker.  From  supplying  the 
marine  chronometer  that  guided  U.S.  Navy 
warships  in  World  War  II,  to  inventing 
the  world's  first  electric  watch  in  1957 — 
Hamilton  has  an  unparalleled  record  of 
producing  precision  timepieces.  Today, 
Hamilton  continues  its  tradition  of 
timekeeping  excellence  by  introducing 
their  most  advanced  wristwatch  yet— 
the  Hamilton  Chronograph. 

An  elegant  dress  watch  and  sophisticated 
chronograph  all  in  one.  Stunning  multi-dial 
display  tracks  twelve  separate  functions 
with  a  state-of-the-art  Swiss  quartz  move- 
ment. Features  include  a  twelve-hour  stop- 
watch and  date  window.  Separate  dials 


track  elapsed  hours,  minutes,  seconds, 
even  tenths  of  seconds! 

The  elegant  1940s-inspired  case  is  richly 
finished  with  5  microns  of  18kt  gold,  and  is 
complemented  by  a  genuine  Teju  lizard 
wristband.  For  the  finishing  touch,  your 
Chronograph  will  be  engraved  with  three 
initials  of  your  choice  at  no  extra  charge. 

Comes  with  two-year  manufacturer's  war- 
ranty and  certificate  of  authenticity.  An 
excellent  value  at  just  $395  (plus  $3-50 
shipping/handling)  payable  in  8  monthly 
credit  card  installments  of  $4981*  each. 
Order  today!  Phone  orders  shipped  in 
1-2  weeks. 

CALL  TOLL-FREE: 

1-800-367-4534 


Hamilton  Classics 
47  Richards  Avenue 
Norwalk,  Conn.  06857 

Call  Toll-Free:  1-800-367-4534 

Please  send  me Hamilton  Chronograph  (s) 

Initials  to  be  engraved  on  back: 


30-Day  Money  Back  Guarantee 

Two-Year  Manufacturer's 

Warranty 


For  each  watch,  charge  8  monthly  installments  of  $49.81*  to  my  credit  card: 
n  VISA    □  MasterCard    □  Discover    □  Amer.  Express 


Credit  Card  No 


Expiration  Date 


Name 


Address 


City/State/Zip 
Signature 


54  1-85  13 


PLEASE  PRINT  CLURLY 


(All  orders  subject  to  acceptance.) 

□  I  prefer  not  to  use  a  credit  card  and  will  pay  by  check.  Enclosed  is  my 
deposit  of  $15950*  for  each  watch.  I  will  pay  the  balance  as  billed  in  four 
monthly  installments  of  $59-75*  for  each  watch. 

•Includes  shipping  and  handling.  Any  applicable  sales  tax  will  be  billed  with  shipment. 


Playing  The  Odds: 

The  Tournaments 

Big  Jack  Will 

Never  Enter 


The  record  for  1991  shows 
that  Ian  Woosnam  captured  the  Mas- 
ters, Payne  Stewart  the  U.S.  Open, 
the  lanky  Ian  Baker-Finch  won  the 
British  Open,  and  in  the  PGA  "Long 
John"  Daly  brought  the  champion- 
ship to  its  knees. 

Big  deal. 

Your  golfing  correspondent  hum- 
bly reports  that  he  was  victorious  in 
the  Santa  Claus  Arctic  Circle  Open  in 
Rovaniemi,  Finland,  in  March.  Well, 
I  won  the  English-speaking  division. 
Well,  okay,  the  other  guy  from  En- 
gland had  too  much  vodka  the  night 
before  and  didn't  show  for  his  Sun- 


The  Golf  Ba 


By  James  Y.  Bartlett 


day  tee  time.  But,  hell,  I  survived, 
didn't  I??? 

Golf,  of  course,  is  a  game  that  has 
been  played  for  over  600  years,  ac- 
cording to  the  best  estimates  of  the 
archaeologists  (and  even  longer  if 
you  believe  the  recently  submitted 
Chinese  claim  to  have  invented 
ch'tuwan  around  the  time  of  the  Five 
Dynasties  and  Ten  Kingdoms). 

That's  a  lot  of  time  for  people  to 
dream  up  some  strange  and  interest- 
ing— if  untraditional — places  and 
methods  in  which  to  pursue  the  royal 
and  ancient  game.  Some  of  these 
tournaments  welcome  anyone  with 
the  yen,  the  bucks  or  the  pounds 
sterling  to  participate.  Others  arc  de- 
cidedly discriminatory. 

Take  the  Bobby  Jones  Open, 
for  instance.  This  13-year  old  tourna- 
ment, most  recently  at  the  Fox  Hills 
Country  Club  in  Plymouth,  Mich.,  is 
only  open  to  those  named  .  .  .  Bobby 
Jones.  Or  Bob.  Or  Robbie.  Or  Rober- 
ta. They'll  probably  let  you  in  even  if 
your  name  is  Bobby  Jones  Antono- 
poulos  or  Bobby  Jones  Ng. 

This  year,  some  60  Joneses 
showed  up.  To  help  the  starter  avoid 
a  nervous  breakdown,  each  of  the 
players  chooses  a  nickname,  usually 
related  to  his  or  her  profession. 

And    here's    the    l>i l*    news:    Bob 


Jones  won!  Again.  (Think  of  the 
money  they  save  on  engraver's 
charges  for  the  trophy.) 

Wanna  play.  B.J.?  Call 
313-851-5555. 

The  original  Bob  Jones  would  feel 
right  at  home  playing  in  the  Hicko- 
ry Hacker,  the  tournament  staged 
at  the  annual  meeting  of  the  Golf 
Collectors  Society. 

The  rules  of  the  Hickory  Hacker 
are  pretty  simple.  In  addition  to  play- 
ing the  ball  as  it  lies,  clubs  must  have 
pre-1930s  hickory  shafts  (though  a 
few  golfers  get  away  with  authentic 
reproductions),  and  all  other 
pre-1930  rules  apply. 
That       means       no 

gl4-club  limit,  and 
irons  with  deep 
grooves,  center- 

shafted    putters    and 
concave   wedges   are 
all  legal. 

According  to  Society  Executive 
Director  Charles  Yaws,  playing  with 
hickory  shafts  "can  be  humbling." 
But  Yaws  says  the  members  of  the 
Hickory  Hacker  can  get  in  the  swing 
of  the  event,  usually  dressing  up  in 
1920s-era  garb,  including  plus 
fours,  neckties  and  big,  floppy  caps. 
Most  players  have  collected  their  set 
of  clubs  searching  for  antique  clubs 
that  fit  their  game. 

Out  of  a  total  membership  of  some 
2,000.  this  year's  Hickory  Hacker  at- 
tracted a  field  of  more  than  120  play- 
ers. For  information,  call  the  Golf 
Collectors  Society  at  913-649-4618 

You'll  want  An  old  set  of  steel 
shafts  (and  maybe  some  rattlesnake 
antivenin,  and.  come  to  think  o\  it. 
some  oversized  canteens)  to  tackle 
the  Pioneer  Pass  Golf  Chal- 
lenge in  Yucca  Valley,  Calif.  This 
event  is  staged  over  two  golf  courses: 
the  Blue  Skies  Country  Club  and  an 
unnamed  nine-hole  track  that  starts 
near  Big  Bear  Lake  a\u\  finish, 
the  foot  o\  the  San  Bernardino 
Mountains  some  2"  miles  away. 

Tournament  committeeman  John 
Vaara  begins  to  describe  this  course. 
"The  first  hole  is  a  par  three,  about 
185  yards.  Downhill."  Yeah,  like  oU  a 
cliff!   "Number  two  is  called  'The 
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The  first  day  of  the  Pioneer  Pass  Tournament  is  pure  survival. 


Meadows,'  "  he  says.  "Kinda  long, 
about  2,200  yards.  Par  eight." 

Wouldn't  you  like  to  see  what  the 
mighty  Daly  could  do  with  this  hole, 
he  of  the  routine  300-yard-plus 
drives?  Driver,  driver,  driver,  driver, 
wedge,  putt! 

Playing  down  the  mountain  along 
dusty  back  roads,  the  first  day  of  the 
Pioneer  Pass  is  pure  survival.  In  addi- 
tion to  the  desert  heat,  there  are 
rocky  lies,  cactus  ha/.ards,  greens 
with  multiple  flagsticks  (only  one 
with  a  hole  attached),  and  the  occa- 
sional  scorpion   or  rattler  to  avoid. 

The  second  day  is  no  easier. 
Though  contested  on  the  manicured 
fairways  at  Blue  Skies,  there's  a  bru- 
tal cross-country  hole  from  the  tee  on 
five  to  the  green  on  nine  .  .  .  another 
par  eight! 

The  Pioneer  Pass,  which  is  33  years 
old,  raises  money  for  junior  golf  schol- 
arships. So  if  your  taste  in  tournament 
play  runs  to  challenging  the  ele- 
ments, slap  some  spikes  on  your  hik- 
ing boots  and  call  619-365-0111  for 
information. 


If  you  break  most  of  your  clubs  in 
the  desert,  you  can  still  play  in  the 
One  Club  Golf  World  Champi- 
onship, which  is  now  held  at  the 
Prestonwood  Country  Club  in  Carv. 
N.C.,  just  outside  Raleigh. 

The  name  of  the  game,  of  course, 
is  that  you  can  only  use  one  club  for 
the  entire  round,  putting  included. 
The  club  of  choice  seems  to  be  a 
six-iron;  pro  1  had  Daber  of  Green- 
ville, S.C.,  set  the  world  one-club 
record  with  a  two-under  70  using  his 
six-iron  in  1987. 

Think  of  it:  no  caddy's  fees.  No 
earnest  conferences  about  club  selec- 
tion down  the  fairway.  Nothing  to 
puzzle  about  off  the  tee.  ''Keep  it 
simple"  is  definitely  this  tourna- 
ment's philosoplu. 

There  are  separate  divisions  for 
pros  and  amateurs,  so  practice  those 
si\-iron  explosion  shots  and  call  lMc>- 
846-63Z9. 

Probably  the  granddaddy  of  the 
odds  is  the  President's  Putter,  the 
annual  competition  run  by  the  Ox- 
ford and  Cambridge  Golfing  Society. 


The  Putter  has  been  contested 
since  1920  on  the  lovely  Camber 
links  of  the  Rye  Golf  Club  by  the 
Romney  Marsh  close  to  the  ancient 
Cinque  Ports  town  of  Rye.  Well,  Rye 
is  so  lovely  in  the  summer,  anyway, 
when  the  gentle  zephyrs  off  the  En- 
glish Channel  flutter  the  flagsticks. 

The  President's  Putter,  however. 
is  played  early  in  January,  when 
those  gentle  zephyrs  arc  more  likely 
harsh  fro/en  gusts  carrying  ice,  sleet 
and  snow,  and  the  flagsticks,  if  not 
bent  double,  have  to  be  chipped  out 
of  the  cups.  Bernard  Darwin,  that 
great  English  golf  writer,  called  the 
Putter  "a  little  red-glowing  jewel  set 
in  the  cold  waste  of  winter."  (Darwin 
was  famous  for  a  huge  hip  flask.  o\ 
which  he  frequently  .nailed  him- 
self.) 

The  old  boys  who  come  to  pla\  the 
Putter — a  mix  of  undergrade  recent 
grads  and  geriatrics — enjo\  the  social 
events  at  night  almost  as  much  as  the 
competition.  There  are  endless  ban- 
quets and  dinners  at  w  Inch  toasts  and 
counter-to. ims      are      offered,      each 
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Our  resorts  are  for  those 
accustomed  to  front  row  seats. 


\  iew  from  Room  1514  at  I  .as  lladas.Man/anillo.Mexico/Io  reserve  voiu  place  at  one  ofour  spectacular  resorts  call  8()0-22S-:UH)(). 

Las Brisas,Acapulco*Camino  Real.  Cancuii'TheWestiu Resort.  Hilton  Head  Island  •  The  Westin  Resort,  Ixtapa 

rheWestin  Maui.  Kaanapali  Beach*  rhe Westin  Kauaj,  Kauai  Lagoons* Las Hada^ManzajtiUo'Camino Real, Mazatlan 

the  Westin  La  Paloma.Tuc  son*  Arizona  Bilt  more,  Phoenix*  Walt  DisnevWbrIdS\van,Orlando*Camino  Real,  Puerto  Vallarta 

The  Westin  Mission  Hills  Resort.  Rantho  Mirage*  the  Westin  Resort,  Naples.  FLfi994)»The  Westin  Resort.  Vail 


PEER 


fi% 


World's  tinksi  8x  telescope. 


Experience  the  ease  of  single- 
hand  viewing;  the  convenience  of 
2.2  oz.,  41x1.9x0.6  in.  portability; 
and  Minox's  German  engineering, 
optics  and  miniature  designs. 
All  peerless         M|NOX 

==  Masters  of 

=ss&  ,n€  miniature 

= Marketing  Cap 

16  Chopin  Rd.,  Pine  Brook.  NJ  07058, 201/808-9010. 


Return  on 
Investment 


Wildlife  returns  year  after  year  to 

habitat  purchased  by  The  Nature 

Conservancy.  Join  us,  and  make  an 

investment  with  guaranteed  returns. 


,Jhe  ' 
Nature! 
Qonservancy 


Conservation  Through  Private  Action 

For  more  information, 
call  toll-free  1-800-628-6860. 


speaker  trying  to  outdo  the  last  in 
wit,  erudition  and  dry  ad  libs.  The 
winner's  medal  carries  the  Latin  in- 
scription "Primus  Inter  Pares, "which 
the  old-timers  translate,  "He  was 
lucky  to  win." 

You  think  professional  golfers  are 
among  the  most  coddled  athletes  on 
the  globe?  In  Akron,  Fort  Worth  and 
Monterey,  maybe.  But  there  are  pro- 
fessional tournaments  elsewhere  in 
the  world  that  call  for  a  special  breed. 


sional  civil  strife  has  been  known  to 
foreshorten,  if  not  wipe  out,  a  tourna- 
ment. In  1977,  for  instance,  a  way- 
ward surface-to-air  rocket  took  out 
the  clubhouse  of  the  Flephant  Hills 
Country  Club  at  Victoria  Falls.  Zim- 
babwe. Land  mines  planted  along 
the  Zambezi  River  made  play  on  the 
course  somewhat  difficult. 

Veterans  of  the  Safari  Tour  can 
talk  for  hours  about  the  wonderful 
fauna  they've  encountered.  The  se\- 


Hazards:  in  1977 a  wayward 

surface-to-air  rocket  took  out  the  clubhouse 

of  the  Elephant  Hills  Country 

Club  in  Victoria  Falls,  Zimbabwe. 

Land  mines  planted  along  the  Zambezi  River 

made  play  on  the  course  somewhat  difficult. 


U.S.  Open  champ  Payne  Stewart 
played  on  the  Asian  Tour  for  a  few- 
years  before  winning  his  U.S.  tour 
card.  He  remembers  a  round  at  the 
Indian  Open  in  New  Delhi  when  a 
playing  partner  overshot  a  green. 

"He  went  back  there  after  it,  and 
suddenly  came  running  back  toward 
us,"  Stewart  remembers.  "Behind 
him  there  was  a  king  cobra,  fully 
erect."  The  golfer  pauses  for  the 
deadpan  punchline:  "He  decided  to 
drop  a  ball." 

John  Lister,  the  New  Zealand  pro 
who  played  12  years  on  the  PGA 
Four,  recalls  playing  a  shot  out  of  the 
tall  grass  at  the  Malaysian  Open 
one  year.  "When  I  got  to  the  green,  I 
looked  down  and  saw  a  half-dozen 
leeches  on  my  leg,"  he  sa\s.  **  \iul 
because  it  was  so  hot  there.  1  was 
wearing  shorts  with  long  socks.  I  just 
ripped  the  blood)  things  off.  Nast) 
bit,  though." 

There  are  both  natural  and  politi- 
cal hazards  for  players  on  the  Safari 
Tour,  a  winter  warm-up  for  players 

on  the  European  tour.  Golf  is  noi 
exactly  the  sport  of  Everyman  in 
places  like  the  Ivor)  Coast,  Zambia, 
Nigeria  and   Zimbabwe.  ,wn\  occa- 


en-foot-high  fire  ant  mounds  in  the 
rough.  Rogue  baboons  that  like  to 
steal  golf  balls  or  pelt  pla\ers  with 
grapefruit.  A  crocodile  that  inhabited 
a  water  hazard  near  a  putting  green. 
Poisonous  puff  adders  that  drop 
down  from  the  branches  of  trees 
while  golfers  search  for  a  wayward 
ball. 

\nd  the  local  rules  were  unusual: 

•WILD  ANIMALS:  \  ball  strik- 
ing or  deflected  by  a  w  ild  animal  ma\ 
be  replayed  from  as  near  as  possible 
to  the  spot  from  which  the  original 
ball  was  played,  without  penalty. 

"WHEEL  MARKS  VND  Wl- 
MAL  SPOOR:  If  a  player's  ball  is 
lodged  in  a  distinct  print,  he  may, 
after  calling  the  attention  of  his 
marker  to  it,  cither  (a)  drop  within 
two  club-lengths,  but  not  nearer  the 
hole  ...  or  (b)  move  the  ball  with  the 
club  to  within  a  half  meter." 

In  1976,  Carl  Mason  o\  England 
was  in  a  tight  match  at  die  Victoria 
Falls  Classic,  when  his  drive  land- 
ed in  a  hippo  Hop.  Not  knowing  the  *, 
local  rule  about  moving  it  with  his 
club,  he  played  the  original  ball  out 
of  the  flop,  then  dropped  a  provision- 
al ball  a\m.\  played  that  one  too    He 


They've  travelled  throughout  the  world  on  their  way  to 
golf's  most  prestigious  tournaments.  Have  been  kicked  off 
in  favor  of  spikes  in  countless  country  club  locker  rooms. 
Traversed  thousands  of  miles  of  turf  developing  golf  courses 
of  his  own  design.  And  are  at  their  most  attractive  when 
worn  with  a  green  jacket. 

The  Carlton  from  Bostonian.  As  worn  by  Jack  Nicklaus, 
golf  course  designer,  businessman,  family  man,  six-time 
Masters  champion,  and  winner  of  the  U.S.  Open,  the  British 
Open,  and  the  PGA  Championship,  to  name  but  a  few. 


m 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


For  the  retailer  nearest  you,  call  1-800-345-2786. 


Snakes  alive!  Funny  things  happened  on  the  way  to  the  pin  on  the  Asian  Tour. 


made  a  nine  with  the  doo-doo  ball 
(and  a  damn  good  nine  it  was!),  but 
the  committee  allowed  his  provision- 
al par  five  to  stand. 

MY  BRILLIANT  CAREER 

Rovaniemi  is  a  pleasant  little 
Finnish  town  that  just  happens  to 
straddle  the  Arctic  Circle.  The  Kemi 
River,  which  flows  past  the  town. 
freezes  up  solid  about  Nov.  1st.  and 
stays  that  way  until  May. 

It  was  the  bored  members  of  the 
Santa  Clans  Yacht  Club  in  Rovan- 
iemi who  came  up  with  the  idea  of 
creating  a  nine-hole  golf  course  on 
the  ice  and  snow  of  the  river  to  help 
pass  the  time  until  summer.  They  do 
it  right:  the  course  is  a  par  31  layout 
totalling  1,430  meters.  They  print  up 
scorecards,  keep  a  fire  burning  in  the 
clubhouse,  and  e\er\  year  in  March 
stage  chc  Arctic  Circle  Open. 

Ice  golf  is  something  of  a  bizarre 
experience.  The  game  is  played  with 

orange  balls  and  onk  three  clubs  are 
allowed:  a  five-,  seven-  and  nine-iron 


or  wedge,  plus  putter.  As  long  as  you 
keep  the  ball  in  the  fairway,  you  can 
put  it  on  a  tee. 

The  fairways  are  packed-down 
snow.  The  "rough"  is  natural  snow- 
fall, usually  two  or  three  feet  deep.  If 
you  hit  it  there  and  can  find  your  ball 
(look  for  the  round  entry  hole  and 
dig),  you  are  allowed  to  place  it  atop 
the  snow  and  explode  back  to  the 
fairway,  adding  one  penalty  stroke. 

The  whites  are  very  tricky.  The 
"whiteskeeper,"  between  swigs  of  a 
vile,  home-fermented  apple  beer,  ex- 
plained to  me  how  he  makes  the 
putting  surfaces  using  a  screen  mesh 
and  a  hea\  \  roller.  Funny  thing:  after 
a  coup'c  of  drinks.  I  could  under- 
stand what  the  man  was  saying  ... 
and  he  spoke  only  Finnish! 

I  loles  are  drilled  once  the  hard- 
pack  melts  and  refreezes  into  circles 
of  sheer  ice  that  probably  registei 
about  a  30  on  the  Stimpmcter  iw  hich 
measures  green  speed).  Some  of  the 
whites  are  Hat,  but  most  have  subtle 


contours  and  mounds  that  must  be 
read.  Don't  talk  to  me  about  the 
slippery  greens  of  Augusta  .  .  .  the 
whites  of  Rovaniemi  are  tougher. 

I  quickly  learned  that  the  short 
game  is  vital  to  good  scoring  in  ice 
golf.  In  the  second  round.  I  got  the 
hang  of  the  bump-and-skid  st\lc 
unique  to  this  form  of  golf,  made  a 
few  putts,  and  felt  good  about  m\  4o. 
My  total  of 97  never  seared  the  oxer- 
all  winner,  a  local  named  Kan 
Iliukka.  who  smoothed  it  around  81 
times,  but  was  good  enough  for  the 
coveted,  if  not  exactly  hotly  contest- 
ed English-speaking  crown.  Next 
time  .  .  . 

Finnair  and  the-  Finnish  Tourist 
^o.u^  offer  the  Rovaniemi  ice  golf 
experience  as  a  winter  travel  pack- 
for  info,  call  212-949-2333.  9 

James    V    Bartlett's 
niu nitt    mysttry,    Death    Is    \     I  * 
Suokc  Penalty,  W6S  mrnrh  fwMisAfd 
Av  St,  Martin's  Pi 
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CONRAD 


Ireland 


HOTEL 


CONRAD 


JUPITERS 


CASINO 


Gold  Coast,  Australia 


CONRAD 


CANCUN 


Mexico 


CONRAD 


HONG   KONG 


Hong  Kong 


CONRAD 


PU  E  RTO   VALLARTA 


Mexico  (1992) 


CONRAD 


LOS   CABOS 


Mexico  (1992) 


LE 

M  ETROPOLE 

PALACE 

A  CONRAD    HOTE  L 


Monte  Carlo,  Monaco 


CONRAD 


SCARBOROUGH 


Canada  (1994) 


CONRAD 


BRUSSELS 


Belgium  (!!)!«) 


LA  BELLE 
CREOLE 

A  CONRAD    HOTE  L 


St.  Martin,  Caribbean 


CONRAD 


LON  DON 


England 


CONRAD 

ISTANBUL 


Turkey  (1991) 


1  he  iinest  hotels  in  the  world 
all  share  the  same  lirst  name. 

In  the  tradition  of  Conrad  Hilton  and  his  famed  Waldorf  Towers  comes  Conrad  Hotels. 

A  collection  of  international  luxury  hotels  designed  to  meet  the  high  standards  of  the 

business  or  leisure  traveler.  For  reservations  and  information,  call  your  travel  consultant  or 

Hilton  Reservation  Service  at  1-800-HILTONS. 


CONRAD 


1  he  International  Symbol 


ForS 


ervice. 


It  has  come  to 

our  attention 

through  private 

channels 

that  the  Soviet 

government  is 

preparing  to  make 

a  very  unusual, 

indeed 

unprecedented, 

offering:  the 

embalmed  remains 

of  V.I.  Lenin. 


For  Sale 


With  its  ruined  economy  fast  ap- 
proaching crisis  point,  a?id  a  se- 
vere winter  food  shortage  looming, 
the  Russian  government  is  being  forced  to 
undertake  some  very  drastic  measures  in  an 
attempt  to  bring  in  desperately  needed  hard 

currency.  Last  summer,  cosmonauts  aboard  the  Soviet 
space  station  Mir,  circling  240  miles  above  the  earth, 
were  reduced  to  earning  money  for  the  ailing  national 
space  effort  by  sipping  Coca-Cola  in  an  experiment  for 
the  company. 

Last  April,  the  Soviet  Interior  Ministry  was  tasked  with 
coming  up  with  a  list  of  patrimonial  items,  such  as  icons, 
Faberge  eggs,  and  other  treasures  that  the  government 
could  sell  off.  The  Deputy  Minister,  Mr.  Viktor  Kom- 
plectov,  first  proposed  selling  Lenin's  remains  last  April, 
pointing  to  the  enormous  profits  earned  by  the  British 
government  when  it  sold  London  Bridge  to  an  Arizona 
developer  in  1962.  At  the  time,  according  to  one  source  at 
the  Ministry,  the  proposal  was  considered  "sacrilegious," 
but  after  last  August's  coup  attempt  by  Communist 
hard-liners,  the  citizenry  reacted  with  vengeance  against 
all  vestiges  of  bolshevism.  The  government  announced 
that  it  was  considering  burying  Lenin  beside  his  mother 
in  his  Russian  hometown  of  Ulyanovsk.  It  reconsidered 
that  proposal  when,  according  to  a  high-ranking  Ministry 
official,  "a  significant  number  of  threats  were  received 
stating  that  the  body  would  be  dug  up  and  indecent  things 
done  upon  it."  At  that  point,  the  Ministry  decided  thai  it 
might  be  safer  to  remove  the  corpse  from  the  country.  Mr. 
komplectov  's  proposal  was  thus  unshcKed  and  submitted 
for  study  in  a  new  light.  Russian  President  Boris  Yeltsin  is 
said  to  have  given  his  final  approval  in  late  October,  in  the 
wake  of  the  tumultuous  summer  uphca\  al. 


In  an  attempt  to  save  the  significant  commission  that  an 
auction  house  such  as  Christie's  or  Sotheby's  would 
charge — as  well  as  to  discourage  an  extraordinary,  and  to 
the  Russians,  unseemly,  public  spectacle — the  Ministrv 
has  decided  to  hold  a  closed,  sealed  bid  auction.  Bids  must 
be  received  by  the  Ministry  no  later  than  midnight 
(Moscow  time)  on  December  31st  of  this  year.  The 
reserve  is  set  at  $15  million  dollars,  U.S.  The  winning 
bidder  will  be  contacted  within  three  days. 

A  condition  of  the  sale  is  that  the  Lenin  corpse  not  be 
used  for  any  "commercial,  or  improper"  purpose,  the  deed 
of  purchase  to  be  administered  by  the  International  Court 
of  Justice  at  The  Hague,  in  the  Netherlands,  making  the 
conditions  of  sale  enforceable  by  that  international  legal 
community. 

Description:  Mr.  Lenin's  bod\  was  embalmed  at  his 
death  in  1924,  and  stored  in  a  scaled,  climate-controlled 
glass  casket.  (Shades  of  Sleeping  Beauty!)  It  has  been 
periodically  re-embalmed.  Every  five  to  ten  \ears  the 
skin,  somewhat  yellowish  but  by  no  means  jaundiced- 
looking,  requires  a  special  application  of  preservative,  or 
"waxing."  Under  the  terms  of  sale,  maintenance  is  to  be 
provided  only  by  qualified  Russian  mortuary  specialists 
from  the  Interior  Ministrv,  expenses  to  be  paid  for  b\  the 
purchaser.  (Estimated  annual  upkeep:  510.000-515.000: 
varies  with  climate.) 

Obviously,  the  Lenin  corpse  is  not  for  everyone.  But  as 
a  conversation  piece,  it  would  certainly  have  no  equal.  You 
might  have  some  explaining  to  i.\o  to  the  lady  of  the  home, 
but  the  item  is  fairly  compact  and  could  Ik-  accommodated 
to  fit  in  most  large  dens. 

Bills  should  be  addressed  to: 
Gennady  Barannikov,  Minister  of  the  Interior 
Ministry  of  the  Interior 
UL  Ogaryova  #6 
Moscow  103009 
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First  Famil\ 

1  991 
Paul  Bachcm,  <///</'  Van  F.\r/t 


The 


Thing 


Lll(J/  I  t/CiJJ  Ctd  yO  j  the  Presidential  Museum  of  Odessa,  Texas,  will 
unveil  its  official  portrait  of  George  Herbert  Walker  Bush,  41st  President  of  the 
United  States,  by  Clyde  Heron.  We  have  not  seen  it  ourselves.  The  museum's 
director  understandably  declined  to  give  us  a  sneak  preview.  He  did  tell  us  that  the 
President  has  seen  a  photograph  of  it,  and  "seems  pleased  with  it." 


Frankly,  we  are  concerned.  We  are  familiar  with  Mr. 
Heron's  work.  We  do  not  mean  to  single  him  out  for  lack 
of  praise.  He  is  but  one  example  of  a  persistent  trend  in 
Presidential  portraiture:  dullness. 

Let's  face  it:  today,  the  only  time  Presidential  paint- 
ings even  rate  a  mention  in  the  papers  is  because  the 
President  has  complained  that  it  makes  him  look  like  he 
has  a  disease,  or  when  the  First  Lady  wants  ten  pounds 
taken  off  and  the  ears  redone.  "Stunning,"  "original," 
"breathtaking"  are,  sadly,  not  adjectives  commonly  ap- 
plied to  the  White  House  portrait  oeuvre. 

A  Presidential  portrait  ought  to  be  part  of  the  nation's 
heritage,  dammit — something  to  inspire  school  children  a 
hundred  years  from  now  to  a  life  of  public  service;  not  to 
make  them  groan,  "Who's  this  dork?" 

The  reason  for  this  deplorable,  indeed,  critical  state  of 
affairs  is  that  our  leaders  have  stopped  commissioning 
portraits  from  interesting  artists.  As  with  directions  in  sex 


and  banking,  so  is  the  direction  in  art  toward — safe. 

How,  we  wondered,  would  van  Eyck  have  rendered 
the  Bushes,  husband  and  wife?  How  would  the  heroic 
Frenchman  David  have  posed  the  Liberator  of  Kuwait? 
Or  Roy  Lichtenstein?  Suppose  David  Hockney  were 
called  upon  to  capture  with  his  Cubist  Polaroids  the  inner 
nature,  the  quiddity,  the  very  soul  of  the  Education 
President? 

These  would  not  end  up  in  the  Smithsonian,  the 
nation's  attic. 

We  therefore  present  this  portfolio  of  Presidential 
portraits  in  the  hope  that  it  will  incite  an  aesthetically 
oppressed  electorate  to  action,  even  to  arms,  against  the 
forces  of  conventionality  and  insipidity. 

More  directly,  Sir,  it  is  our  hope  that  when  your  term  of 
office  draws  to  a  close,  and  the  portrait  thing  begins  to 
weigh  heavily  upon  your  mind,  that  you  will  be  bold  and 
strike  one  last  blow  for  freedom  of  expressionism. 


FYI 


FORBES       61 


Hi  sh  A  i  War 

1  99] 

Paul  Bachem,  after  David 


Portrait  Of  Doctor  Cachet 

1991 
Peter  Fiore,  after  van  Gogh 


T h e  Drkwi  O f  G  —  Ness 

1991 

(  larlos  Ochagavia,  after  Dali 


Vroom!  Roar!  Splash! 

1991 
Hal  Brooks,  after  Lichtenstein 


POUMTIC  \l.    CO!   M.I- 

1991 
David  McGlynn,  after  Hockney 
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Saving 


How  to  make  sure 

your  portrait  doesn  V 

end  up  in  the  attic. 


By  Barnaby  Conrad  III 


Face 


U.' 


At  its  grandest,  to  commission  a  portrait  is 
to  register  and  document  the  conse- 
quence of  your  life  and  spirit  in  oils.  In 
the  last  two  centuries,  America  has  had 
its  share  of  great  portrait  painters,  from 
Rembrandt  Peale  and  Gilbert  Stuart  to  John  Singer 
Sargent  and  James  McNeill  Whistler,  and  we  are  the  richer 
for  it.  Because  when  a  portrait  is  great,  we  sense  the 
character  of  both  the  sitter  and  the  artist  himself,  as  well  as 
the  times  in  which  they  lived. 

But  ever  since  the  turn  of  the  century,  the  grand 
tradition  of  painted  portraiture 
has  been  largely  overtaken  by 
photography.  Yet  imagine  for  a 
moment — could  Leonardo 

have  captured  Mona  Lisa's 
enigmatic  smile  and  mysterious 
spirit  with  a  Kodak?  And  what 
about  Whistler's  mother,  Sar- 
gent's elegant  women,  and  van 
Gogh's  Doctor  Gachet?  As 
Henri  Matisse  once  said,  "Ex- 
actitude is  not  the  truth."  Nor  is 
a  portrait  merely  a  clinical  re- 
cord of  a  man  or  woman's  face, 
anymore  than  a  poem  is  simply 
a  collection  of  words,  or  archi- 
tecture merely  shelter. 

Just  as  wc  feel  overwhelmed 
by  mass-produced  photograph- 
ic images,  it  may  come  as  no  surprise  that  traditional 
portrait  painting  is  making  a  comeback.  "There  has 
definitely  been  a  resurgence  of  portraiture,"  says  Marian 
McKinney,  the  head  of  Portraits,  Inc.,  a  Manhattan  gallery 
that  represents  ISO  portrait  artists  and  sculptors,  ami 
functions  as  a  matchmaker  for  the  client.  (Portraits,  Inc. 
985  Park  Avenue,  New  York,  NY.  212-879-5560.) 

Naturally,  you're  wondering  what  "being  done"  en- 
tails: how  much  does  it  cost?  Could  the  artist  have  it  clone 
by  next  month?  Will  you  have  to  sit  for  hundreds  of  hours 


'The  trouble 
is,  the  more  it 
resembles  me, 
the  worse  it  looks. ' 

Ralph  Waldo 

Emerson  to  Daniel 

Chester  French 
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in  a  neck  brace?  Can  the  artist  take  out  some  of  your 
wrinkles?  Will  the  bloody  thing  actually  look  like  you? 

A  good  portrait  can  be  had  for  as  little  as  $2,000  and  as 
much  as  $125,000 — depending  on  the  talent  and  prestige 
of  the  artist.  The  important  thing  is  to  find  an  artist  whose 
work  is  compatible  not  only  with  your  pocketbook  but 
with  your  aesthetics.  It  doesn't  pay  to  be  cheap  when 
immortality  is  at  stake! 

William  Draper,  sometimes  called  the  dean  of  Ameri- 
can portrait  painting,  is  an  example  of  a  portraitist  whose 
quick,  brushy  style  is  well-suited  for  powerful  figures  who 

have  little  time  to  spare.  "I  nev- 
er use  photographs,"  says  Drap- 
er, "and  I  take  no  more  than  five 
days  to  complete  a  painting.  I 
paint  vers  freely.  To  get  a  good 
portrait  that  pleases  me  and  the 
sitter,  we  have  to  have  a  good 
time  so  he  looks  relaxed."  He 
turns  out  15  to  20  portraits  a  yeai 
for  $20,000  to  $35,000  apiece 
(depending  on  the  size). 

Ideally  a  portrait  is  a  happ\ 
collaboration,  but  historicalb 
there  have  been  some  uneas\ 
clashes  of  egos.  Winston  Chur- 
chill not  only  rejected  the  por- 
trait Graham  Sutherland  did  of 
him  but  his  wife  had  it  burned 
(although  a  stud\  of  it  now 
hangs  in  London's  National  Portrait  Gallery).  When 
Lyndon  Johnson  saw  the  unflinching  official  portrait  o\ 
him  by  Peter  Hurd  ( Andrew  Wyeth's  brother-in-law),  he 
growled,  "That  is  the  ugliest  thing  I  ever  saw."  and  the 
picture  was  mailed  back  to  the  bewildered  artist.  Henr\ 
Kissinger  indignantly  demanded  I  new  one.  and  Richard 
Nixon  craftily  had  his  official  portrait  replaced  with  a  more 

pleasing  version  yean  after  he  left  the  White  Houst 

The  artist  too  has  an  ego.  as  we  note  in  this  exchange 

(possibly  apocryphal)  between  Philipp  de  Laszl6\  the 
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John  Singer  Sargent 
coined  a  definition  of  his 

craft  when  he  said 
a  portrait  is  "a  painting 
with  a  little  something 
wrong  about  the  mouth. ' 
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reigning  society  portraitist  in  the  early  part  of  this  century, 
and  a  grande  dame.  The  woman  looked  at  the  painting  of 
herself  and  said,  "Sir,  it  doesn't  look,  like  me."  To  which 
de  Laszlo,  a  dandy  who  sported  pince-nez  spectacles  and  a 
superbly  tailored  wit,  replied,  "Nevertheless,  Madame,  it 
is  the  way  you  shall  be  remembered  by  de  Laszlo." 

The  painter  walks  a  tightrope  between  two  goals — 
achieving  a  good  likeness  and  making  a  good  painting. 
Fifty  years  from  now,  whether  your  painting  is  appreciat- 
ed or  not  will  have  less  to  do  with  its  being  a  good  likeness 
than  with  its  overall  attractiveness  as  a  painting.  Think 
about  it:  when  we  look  at  van  Gogh's  "Dr.  Gachet" 
(auctioned  in  1990  for  $82.5  million),  do  we  worry  that  it 
might  not  look  exactly  like  the  long-dead  sitter? 

Most  portrait  painters  who  work  from  life  need  between 
six  and  twenty  sittings  of  from  two  to  four  hours  each. 
"One  woman  told  me  she  had  only  a  week  free — her 
vacation,"  says  Thomas  Loepp,  a  portraitist  represented 
by  Portraits,  Inc.  "So  we  worked  seven  hours  a  day  and 
finished  right  on  time."  Loepp,  who  charges  about 
$25,000  for  a  full-figure  portrait,  is  one  of  the  few  painters 
who  does  children  from  life  rather  than  photographs. 
Brave  soul,  he's  learned  to  handle  squirming  tykes  by 
letting  them  "paint  a  little  on  the  background." 

Everett  Raymond  Kinstler  feels  it  is  important  to 
conceptualize  the  feeling  of  a  portrait  based  on  the  client's 
personality  as  well  as  where  the  picture  will  end  up 
hanging.  For  example,  when  the  Yale  Club  in  New  York 
asked  him  to  paint  the  late  A.  Bartlett  Giamatti,  the  former 
Yale  president  who  went  on  to  serve  as  baseball  commis- 
sioner, Kinstler  had  to  make  a  choice:  "I  knew  he  loved 
the  game,  but  above  all  he  was  a  scholar  of  Renaissance 
poetry,  so  the  background  is  based  on  an  Andrea  del  Sarto 
frieze,  not  a  baseball  diamond." 

Keep  destination  in  mind,  therefore,  when  commis- 
sioning your  own  portrait.  If  the  picture  is  to  hang  in  the 
corporate  boardroom,  you  won't  want  to  be  painted  in  a 
chartreuse  golf  shirt  on  the  ninth  hole  at  Pebble  Beach.  On 
the  other  hand,  if  the  portrait  is  going  in  your  living  room, 
and  your  family  knows  you  best  in  a  rumpled  sweater  and 


khakis,  why  be  painted  in  a  dark  suit? 

Aaron  Shikler,  probably  the  most  expensive  portrait 
painter  alive,  asks  $125,000  for  a  full-figure  portrait — a 
price  that  reflects  the  fact  that  he  did  the  official  White 
House  portraits  of  both  President  Kennedy  and  his  wife 
Jacqueline.  But  when  it  came  time  to  do  the  Reagans, 
Shikler  earned  it  the  hard  way:  Nancy  was  reportedly 
unhappy  with  the  first  portrait  painted  of  Ronald,  and  the 
artist  suggested  starting  over  again  from  scratch.  This 
time,  Shikler  did  Reagan  smiling — a  risky  business  be- 
cause a  smile  smacks  of  artificial  cheer  and  also  tends  to 
shove  the  cheeks  upwards,  making  the  eyes  squint. 

Your  portrait  may  not  end  up  hanging  in  the  White 
House  or  being  auctioned  to  a  Japanese  billionaire  at 
Sotheby's,  but  with  the  right  artist,  a  generation  from  now 
your  descendants  may  at  least  decide  to  keep  you  over  the 
fireplace  instead  of  in  the  attic.  And  chances  are,  a  century 
from  now,  they  won't  even  care  that  there  was  a  little 
something  wrong  with  the  mouth.  SS 

BarnabyConradiii  is  the  author  of Absinthe:  History 
In  A  Bottle  (Chronicle  Books)  and  writes  frequently  on  art  and 
travel.  He  is  currently  finishing  a  book  on  Montana. 

Sitting  Pretty 

1 .  Do  bring  your  favorite  objects,  maps,  painting 
or  gizmos  to  the  first  meeting  with  the  portrait 
painter — they  may  tell  him  something  about 
you  and  may  end  up  as  a  revealing  symbol  in 
your  portrait. 

2.  Be  sure  you  understand  the  artist's  style 
before  you  sign  the  contract.  You  can't  ask  an 
artist  with  a  Andrew  Wyeth-esque  realism  to 
paint  you  in  the  impressionistic  style  of  Renoir. 

3.  Be  prepared  to  sit  for  as  long  as  the  artist 
wants  to  work.  That  usually  is  three  to  four 
hours  a  day  with  short  breaks  for  coffee  or 
stretching.  It  shouldn't  be  an  ordeal,  and  don't 
be  a  hero:  if  you're  having  chest  pains,  say  so. 

4. Wear  the  same  clothes  every  day.  He  can  paint 
around  the  soupstains  on  your  tie  or  dress. 

5.  Don't  jump  up  every  five  minutes  and  wring 
your  hands  if  the  artist  hasn't  gotten  your  nose 
right.  He'll  let  you  know  when  it's  time  to  look. 
Then,  be  just  a  little  humble.  A  portrait  is  an 
interpretation  of  you,  not  an  identical  twin. 

6.  If  you  sincerely  don't  like  the  pose  emerging 
on  canvas,  tell  the  artist  on  the  first  day,  not  the 
last.  Adjustments  can  be  made  in  the  early 
stages. 

FOR  OUR  MONEY: 
The    best — and    most    reasonable — portraitist 
wielding  a  brush  is  Byron  Dob  ell,  whose  work 
reminds   us   of  John   Singer   Sargent.    Prices 
range  from  $7,500  to  $15,000.  212-861-0256. 
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WHEN 
SOMETHING  GOES 

WRONG  AT  THE 

HOUSE  OF  PUBLIC 

TELEVISION  EXECUTIVE 

BILL  BAKER, 

HE  KNOWS  JUST 

WHO  TO  CALL: 

HIMSELF. 


By  Neal  Santelmann 


The  homeowner  who  told  the  contractors  to 


The  next  time  Bill  Baker  tries  to  hit  you  up  for 
money  at  some  chichi  New  York  cocktail 
party,  ask  to  see  the  inside  of  his  collar.  I 
guarantee  it'll  be  blue. 

Oh  sure,  the  amiable  president  and  chief  executive 
of  Thirteen/WNET,  New  York's  big  public  television 
station,  may  glide  comfortably  between  his  home  in 
Greenwich,  Conn.,  and  programming  meetings,  corpo- 
rate boardrooms,  Congressional  hearings,  the  FCC 
and  the  New  York  fundraising/social  set.  But  you 
won't  find  Baker  spending  his  off  hours  engaged  in 
the  usual  Greenwichesque  leisure  pursuits,  like  golf, 
country  club-hopping  or,  heaven  forbid,  polo. 

Baker  is  more  likely  holed  up  in  the  garage  of  his 
house,  rigging  a  backup  electrical  system  "just  be- 
cause" he  wants  one;  or  scrambling  across  the  roof 
installing  a  new  ham  radio  antenna;  or  maybe  even 
tucked  away  in  a  grimy  crawl  space  replacing  a  pipe 
that  still  has  a  good  20  leakless  years  left  in  it. 

Plumbing  and  electrical  work — household  drudgery 
to  most  of  us,  if  we  have  the  skills  at  all — are  a 
therapeutic  "second  career"  to  49-year-old  Bill  Baker. 


"It's  almost  a  business  for  me,"  he  says  lovingly.  "I 
have  an  ongoing  list  of  big  projects  that  have  to  be 
done,  and  I  can  see  how  if  I  retired  I  could  easily  be 
consumed  full  time." 

That's  an  unusual  attitude  in  Baker's  neck  of  the 
woods,  to  put  it  mildly.  Which  is  exactly  what  the 
Greenwich  electrical  inspector's  office  thought  a  few 
years  back  when  Baker  decided  to  wire  an  addition  to 
his  house  all  by  himself.  "The  guy  I  talked  to  was  very 
dramatic,"  he  recalls.  "  'Hey,  nobody  does  that  in 
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Greenwich!  Get  off  my  back!  You  gotta  be  an  electri- 
cal contractor!'  " 

But  as  any  all-thumbs  homeowner  knows,  electrical 
work  costs  big  bucks,  and  the  handy  Baker,  who  had 
already  accumulated  a  lot  of  home  repair  smarts,  didn't 
like  being  held  hostage  by  greedy  electricians.  "I  was 
expecting  a  $3,000  quote,  because  I  knew  there  was 
only  $500  worth  of  parts  in  it,"  he  says.  "Then  I  got 
$15,000  from  three  contractors!"  His  reaction  was 
swift  and  defiant:  "I  view  prices  like  that  as  criminal, 


Why  does  Bill  Baker  work  with  his  hands? 
"Because  it's  cheaper  than  having  my 
brain  implode.  It  freshens  my  mind,  you  know?" 


and  I  wasn't  about  to  pay." 

What  he  was  about  to  do,  in  fact,  was  bypass  the 
extortionate  tradesmen. 

It  wasn't  easy.  First  he  had  to  pass  a  test  on  the 
electrical  code  just  to  demonstrate  his  competence. 
"It  was  a  monstrous  thing,"  he  shudders,  the  sunny 
Baker  demeanor  momentarily  darkening.  "I  spent  a 
good  month  studying."  Then  there  was  the  labor — 
"every  weekend  for  four  months,  10-  to  15-hour 
days."  And  then  there  were  the  nerve-wracking  in- 
spections, and  Baker's  own  idiosyncratic  streak:  "I 
told  them  I  wanted  to  be  graded,  and  they  kept  giving 
me  A  minuses." 

But  Baker  persisted  through  the  circuit  panels. 
Through  the  rough  and  finish  wiring.  Through  the 
light  sockets  and  plugs.  "I  did  everything  like  it  was 
going  to  be  a  work  of  art,"  he  says.  "It  was  a  very  sexy 
job."  And,  in  a  victory-  for  hapless  homeowners  every- 
where, he  pulled  off  the  whole  project  for  a  measly 
$300  (taking  advantage  of  an  opportunity  to  buy  all  the 
parts  at  cost). 

Now  don't  get  the  idea  that  Baker  is  one  of  those 
tech  nerds  who  never  gets  out  of  the  house,  whose 
only  subject  of  conversation  is  the  arcana  of  hardware 
and  software.  No,  he's  the  kind  that  likes  to  have  his 
fingers  in  as  many  pies  as  possible.  Baker,  for  example, 
is  a  horologist  with  80  meticulously  synchronized 
clocks  scattered  about  his  home,  including  a  Leitch 
master  clock  hooked  to  the  LJ.S.  Naval  Observatory  in 
Washington,  D.C.  ("I'm  a  precision  freak").  He  v\as 
perhaps  the  tenth  adventurer  to  have  reached  both  the 
North  and  South  Poles,  the  latter  twice.  He  dabbles  in 
astronomy;  he  sails;  he's  got  a  doctorate  in  psychology; 
and  he's  won  a  handful  of  Kmmys  for  his  television 
production  prowess,  including  the  coveted  Trustees1 
\ward  for  Distinguished  Service. 

"I  don't  consider  myself  a  Renaissance  person,"  he 
says,  "but  I  like  the  idea  of,  hey,  I  can  go  to  both  Poles. 

I  can  crawl  on  my  stomach  and  splice  a  wire,  and  I  can 


come  up  with  an  important  television  show  to  educate 
people." 

(Although  there  is  a  bit  of  tarnish  on  his  record  in 
television:  while  a  general  manager  at  Group  W's 
WJZ-TY  in  Baltimore,  Baker  noticed  something  spe- 
cial about  a  certain  chatty  local  anchorwoman.  "God 
discovered  Oprah  Winfrey,"  he  explains  and  confess- 
es, "but  I  was  the  first  to  put  her  on  a  talk  show." 
Thanks,  Bill.) 

Despite  his  current  worldliness.  Baker  still  holds  a 
special   place   in   his   heart  and 
mind  for  those  good  of  home 
improvement      hobbies.      "I've 
forced   myself  into  making  the 
time  for  them,"   he  says,   "be- 
cause  I   find   it's  cheaper  than 
having    my    brain    implode.    It 
freshens  my  mind,  you  know?  As 
soon  as  I  make  the  big  electrical  connection  some  idea 
will  pop  into  me.  Some  guys  go  out  at  5  a.m.  and  run 
two  miles.  This  is  my  thing." 

As  with  many  who  are  skilled  in  these  decidedly 
blue-collar  arts,  Baker's  infatuation  with  wall  sockets 
and  elbow  joints  goes  back  to  his  roots.  His  father  was 
a  factory  worker  and  "incredibly  handy  guy"  who, 
with  his  two  sons,  put  together  a  radio  station  in  the 
basement  of  the  Baker  household  in  Cleveland  back 
in  the  late  1950s. 

That  subterranean  studio  was  the  beginning  of 
Baker's  broadcasting  career,  as  well  as  his  penchant  for 
coveralls  and  tool  belts.  He  progressed  steadily  from 
radio  and  television  jobs  in  Cleveland  and  New  York, 
to  Scripps  Howard  Broadcasting  in  1971.  to  the  presi- 
dency of  Westinghouse's  Group  W Television  in  1979, 
and  finally — big  salary  cut  and  all — to  WNET  in  1 
But  it  was  helping  Dad  put  together  the  original  studio 
that  first  instilled  in  Baker  an  appreciation  and  appe- 
tite for  the  nitty-gritty  of  hands-on  electrical  work. 

Perhaps  in  homage  to  his  father,  and  despite  hav  ing 
been  "belted"  several  times  by  ungrounded  currents. 
Baker  has  never  lost  it.  Even  as  president  of  Group  W 
Television  he  often  hung  around  with  the  techs, 
watching  them  wire,  asking  questions,  soaking  up 
information:  "Some  of  the  senior  guvs  took  me  under 
their  wing  and  said.  'Well,  we're  going  to  show  this  kid 
what  it's  like,'  and  it  stuck  with  me."  He  even  started 
his  own  not-for-profit  company,  Baker  Alarm,  as  an 
outlet  for  his  interests;  benevolent  boss  that  he  seems 
to  be.  he  used  to  welcome  newlv-hired  general  manag- 
ers to  Group  W  bv  installing  burglar  alarm  systems  in 
their  homes  at  cost. 

Though  Baker's  love  of  electrical  work  has  been  a 
long-running  affair  (he  entered  college  as  an  electrical 
engineering  major,  but  calculus  killed  that*,  his  love  od 
plumbing  came  onlv  after  a  trial  bv  water. 

The  time  was  the  earlv  1970s,  the  place  Baker  and 
wife  Jcannemarie's  first  house  in  ("lev eland.  It  all 
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The  Slower  The  Hands, 
The  Better  The  Watch. 
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hands  of  Swiss  craftsmen 
to  make  certain  that  each 
watch  is  precisidn-m  ade 
with  the  finest 
materials- 
frdm  dur  quartz 
tuning  fdrk  movement  td 
custdm  painted  date  dial. 
It's  this  degree  df  detail 
which  alldws  us  td  dffer 
dur  limited  25  year 
w  a  r  r  a  n  ty  . 

AND    TD    EN 
SURE    THAT 
WHEN    AN 


After    1  1  6    years,    the    engineers  Accutrdn 

at    buldva   still   believe   a   watch    is  timepiece 


only  as  good  as  the  hands  that 
gd  intd  it.  bd  td  create  the  new 
Accutrdn  cdllectidn,  we  called 
upon  the  hands  df  dur  american 
artists  fdr  a  classic  three  tiered 
design.    then    we    enlisted    the 


PASSES    FRDM    DUR 

HANDS    TO    YDURS, 

ITS     BEAUTY    AND 

QUALITY      WILL 

LAST        FDR 

DECADES.  I  ?        I  I  U        \ 
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fortunoff 

the  source 


©I  99 1.  Bulova  Corporation.  Accutron*  and  the  tuning  fork  symbol  arc  registered  trademarks  of  the  Bulova  Corporation.  To  leam  more  about  our  exclusive  warranty,  see  your  Accutron  jeweler. 


started  with  the  trickle — just  a  drip  at  first,  the  kind  that 
most  homeowners  are  quick  to  dismiss,  but  deafening 
to  a  self-described  "imperfect  perfectionist."  When 
the  pressure  began  to  go  too,  Baker  contacted  Walter 
Spetrino,  a  fellow  clock  collector  who,  although  side- 
lined by  arthritis,  was  also  a  master  plumber. 

"He  spent  two  hours  poking  around,"  Baker  recalls, 
"moaning  and  groaning.  Then  he  said,  'Bill,  I  got  bad 
news  for  you 

It  seems  the  galvanized  pipe  throughout  the 
70-year-old  Tudor  had  rusted,  and  the  whole  works 
had  to  be  replaced.  Cost?  More  than  the  house  itself. 
"I  said,  'Walter,  I  have  no  money.  I  don't  know  a  thing 
about  plumbing.  This  is  terrible.'  "  Fortunately,  Spe- 
trino took  pity.  "He  said,  'Look,  I'm  the  best  in  the 
business,  but  I  have  this  terrible  arthritis  and  I  can't  do 
a  thing.  So  I'll  stand  behind  you.  You  11  be  my  hands, 
I'll  be  your  brains." 

And  so,  like  Bismarck  with  von  Clausewitz  behind 
him,  Baker  attacked  the  retrofit  with  a  fistful  of  pipes 
in  one  hand  and  a  blowtorch  in  the  other.  It  was 
indeed  messy  work.  "I'll  never  forget  that  one  toilet," 
Baker  says  of  the  nadir  of  the  job.  "Walter  said,  'Just 
hold  your  breath  and  go  for  it.'  "  Baker  persisted.  And 
after  only  a  couple  of  months  of  weekends,  he  had 
enough  acumen  to  send  Spetrino  home  and  finish  the 
job  himself. 

His  skills  give  Baker  a  most  interesting  lens  on  the 
places  he  visits.  "I  love  to  go  on  a  ship  and  see  all  the 
wiring  and  stuff  raw,"  he  says,  with  all  the  passion  of  a 


And  so,  like  Bismarck 
with  von  Clausewitz  behind  him, 

Baker  attacked  the  retrofit 

with  a  fistful  of  pipes  in  one  hand 

and  a  blowtorch  in  the  other. 


connoisseur.  One  is  even  led  to  suspect  that,  when 
Baker  excuses  himself,  it  may  simply  be  to  evaluate 
the  facilities.  "It  gives  me  a  great  deal  of  pleasure  to 
sec  what  I  would  call  artistic  grade  level,  grand  wiring 
and  plumbing  jobs,"  he  reflects.  Whether  at  hotels, 
airports  or  even  dinner  parties.  Baker  always  gives 
electrical  fixtures  the  once-over — "You  sec  a  lot  of 
really  awful  crap,  and  then  you'll  sec  some  incredibly 
sophisticated  things  in  the  darnedest  places." 

He  was  in  his  20s  before  he  ever  left  Cleveland;  it 
was  recognizing  that  provincialism  that  drove  him  on 
his  treks  to  both  Poles.  I  le  is  an  executive  who,  in  the 
course  of  his  day,  will  converse  as  easily  and  know  I 
edgeably  with  Henry  kravis,  the  current  chairman  of 
WNKT,  as  with  anv  of  the  techs  who  fine-tune  the 


flagship  station.  He  is  an  intriguing  success  story,  that 
is,  who  has  clearly  determined  never  to  relinquish  his 
roots,  even  as  his  branches  have  become  more  and 
more  gilded. 

Baker  is  the  sum  of  many  parts.  And  when  he  needs 
parts,  he  eschews  the  local  hardware  stores,  where  he's 
likely  to  run  into  amateur  handymen  like  you  and  me, 
for  the  intimidating  outlets  that  serve  the  professional 
contractors.  "It  just  gives  me  the  feeling,"  he  says 
happily,  "of  like,  hey,  I'm  really  in  disguise."  f§ 

Neal  SANTELMANN  works  for  Forbes. 

Baker's  Dozen 

Homeowners  take  note:  12  plumbing  and  electrical 
tips  from  Greenwich's  white-collar  hero. 

1. Always  work  with  electrical  circuit  mains  off. 
("There's  always  a  big  temptation  to  fiddle  with 
those  thing's  while  they're  hot.") 

2. Connect  the  ground  wire — usually  the  green 
one — first. 

3. Don't  use  fuses  or  breakers  rated  above  the  wire 
capacity.  ("Most  home  circuits  are  15  or  20  amps") 

4. The  right  tools  make  a  big  difference — they're 
worth  the  investment.  (Speaking  of  "right"  tools, 
see  following  story.) 

5. Drain  pipes  before  soldering  or  unsoldering.  ("If 
there's  water  in  them,  they'll  take  forever  to  heat, 
and  you'll  destroy  the  pipe.") 

6. Flush  sediment  from  hot  water  tanks  and  fur- 
nace boilers  at  least  monthly. 

7. Make  electrical  connections  good  mechanical 
connections:  twist  wires  tightly  together  before 
applying  wire  nuts. 

8. Drain  outside  faucets  at  wintertime  to  avoid 
damage  from  freezing. 

9. Keep  all  wiring  neat,  with  circuits  and  lines  well 

labeled. 

10. Never  attempt  to  work  on  wiring  above  the 

main  switch — that's  a  job  for  a  utility  or  a  real  pro. 

11. Little  things  make  a  big  difference  in  utility 
costs:  replace  washers  in  leaking  faucets:  use 
dimmers  to  reduce  electrical  consumption:  and 
replace  old  flapper  valves  in  toilets. 
Bonus  tip:  Never  work  on  a  toilet  without  flushing 
it  first! 
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You'll  Probably  Retire 
Before  They  Do. 
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Many  watches 
can  tell  time 
accurately, 
a  few  can  tell 
time  beauti- 
fully.    But    only 

ONE         IS  DE- 

signed td  dd 
both  fdr  the 
next  25  years. 
Introducing  the 
new  accutron 
collection. 


no    other    watch    in    the    world 

protects  its  owner 
for  a  full  quarter 
century.  Designed 
in  America,  with  an 
unsurpassed  tun- 
ing fork  quartz 
movement,  unique 
three-tiered  beveling,  and  virtually 
indestructible    sapphire   crystal, 

The  First  65  Years 


THE  BALANCE  BETWEEN  CRAFTS- 
MANSHIP AND  TECHNOLOGY  ALLOWS 
US  TO  OFFER  A  WARRANTY  THAT'S 
SECOND  TO  NONE.  SO  WHILE  THE 
ACCUTRON  CAN  ARGUABLY  BE  CALLED 
THE  MOST  BEAUTIFUL  WATCH  IN 
THE  WORLD,  IT'S  NOT  THE  ONLY 
REASON  TO 
BE     INTRIGUED  ACCUTRON 


BY  ONE.  It        I  LOVA 

Trust  The  Moment  To  , 


LONDON 

JEWELERS 


JEWELERS 


©1991.  Bulova  Corporation.  Accutron*  and  the  tuning  fork  symbol  are  registered  trademarks  of  the  Bulova  Corporation.  To  learn  more  about  our  exclusive  warranty,  see  your  Accutron  jeweler. 
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Forget  about  nails — -join  those  joints 
with  biscuits  instead,  the  way  real  cabinet 
makers  do.  LMmello  Top  10  Plate  Join- 
er. $699.  Call  Colonial  Saw,  617-585- 
4364;  714-986-1168, 
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This  'II  teach  those  sticky 
doorways,  Afakita  Pot 

Planer,  U 1900 li\\.$JJ I. 


Leave  yout  heavy-duty  ex- 
tension cord  coiled  on  the 
shop  wall.  Panasi 

■  i  Hess  Drill  &  Dn. 

rh  15-mink 
linak"  char: 
#EY6205Bt     ! 
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"If  a  carpenter  snows  up  at  a  job  site  with  a  cheap  power  tool,  he's,  like,  loser  for  a  day," 
explains  Marc  Enis,  a  New  York  cabinetmaker  who's  worked  wood  with  the  Big  Apple's  burliest. 
"But  if  a  guy's  got  a  hot  tool,  they'll  be  lining  up  behind  him  to  use  it." 
Power  tools  are  pretty  sophisticated  these  days,  all  souped  up  with  electronic 
feedback  circuitry,  lightweight,  high-impact  plastics  and  improved  dust  collection  systems.  So  wl 
not  spring  for  something  hot?  "Manufacturers  are  offering  a  lot  of  quality  for  the  money  these  days, 
says  Sandor  Nagy  szalanczy ,  managing  editor  of  Fine  Woodworking.  "They're  worth  the  investment 


tutted,  tools  are  available  at  hardware  stores  and  industrial  supply  houses  nationwide, 
es  are  manufacturers  suggested;  most  can  be  purchased  for  substantial  discounts.)  as 
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IT'S    B  E  E  N  A  long  day,  and  frankly  we're 

red  to  go  shopping  for 
gry,  extremely  hungry, 
t.  We'd  go  out  to  some  fancy 
taurai    f  and  order  up  a  Dessert  Storm, 
d,  you  see.  The  Nineties  are 
lew  ethic  of  uneonspicuous 
imption.  In  the  Bush  era,  it's  okay  to  be 
as  long  as  you  act  poor  in  public.  Where 
this  leave  us?  Hungry. 
We  do  not  panic.  There  is  a  solution.  The 
most  sumptuous,  exotic,  and  —  yes,  darn  it 
decadent  meals  can  be  ordered  right  over  the 
phone,  deli1  Bred  to  the  privacy  of  our  home, 
boat,  car  or  plane.  Tonight  we  have  settled 
for  a  fall  feast  of  smoked  salmon,  caviar, 
and  pheasant.   We   sit  back,   relax. 
*4^wevtake  our  shoes  off,  sip  the  champagne. 

you. 
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Salmon 

The  smoked  salmon  arrived  packed 
in  a  space-age  plastic  box.  The  high- 
est compliment  that  one  can  bestow 
upon  a  fish  is  to  say  that  it  doesn't 
taste  like  itself.  The  Mackenzie 
Smoked  Scottish  Salmon,  low  in  salt 
and  a  mild  cure,  is  decidedly  unfishy. 


ar,  it  is  impossible  to  tolerate  the 
mediocre.  Prime  Beluga  with  its  gi- 
ant, glistening  eggs  is  the  sine  qua  non 
of  the  sturgeon  set.  Caviarteria  will 
ship  fresh  Beluga  to  you  overnight. 
The  Prime,  by  the  way,  won  the  1990 
Gold  Medal  from  Chefs  In  America. 
We  served  ours  on  the  sourdough 
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SMOKED   SOTTISH  SALMON 


MSAY  G&PDEN  ■  EafMB^RGH  ■  EH1  SMA  ■  SCOTLAND 


We  served  it  with  butter  and  cracked 
pepper  on  sourdough  bread  with  a 
squeeze  of  lemon.  The  ease  of  serv- 
ing this  course  merits  an  A  plus.  Mac- 
kenzie Limited  sent  a  pound  of  salm- 
on double-wrapped  with  slices  sepa- 
rated by  cellophane  to  prevent 
sticking  or  tearing.  We  liked  that. 

MACKENZIE  LIMITED 

2900- D  Whittington  Avenue 

Baltimore,  MD  21230 

Phone:  800-858-7100;  301-644-7770. 

Fax:301-644-0635. 

Price:   one-pound   smoked   salmon, 

$32.50;  six  four-ounce  packs,  $48.50. 

Overnight  shipping  available. 

*Note:  one  pound  of  salmon  lasted 

two  days  and  was  more  than  enough 

to  feed  a  bunch  of  drunk  writers  who 

happen  to  like  salt  with  their  booze. 

Caviar 

Sorry,  but  we  just  couldn't  conceive 
of  a  meal  without  caviar.  We  ordered 
from  Caviarteria  Inc.  in  New  York 
City,  a  little  gem  of  a  store  which  sent 
us  a  big  red  box  of  ambrosial  sin 
called,  innocently  enough,  the  Caviar 
Sampler.  Our  sampler  contained  four 
one-ounce  jars  of  Beluga  Prime  (also 
known  as  Gros  Grain — but  much 
more  impressive  than  your  watch- 
bands),  Sevruga  Malassol  (which  is 
very  lightly  salted  and  has  a  silky 
flavor),  Oscetra — a  stronger  taste,  and 
Kamchatka,  which  is  a  broken-egg, 
semi-pressed  Russian  caviar  spread. 
As  far  as  we  are  concerned,  once 
you've  had  good,  even  excellent  cavi- 

SO     FORBES 


toast  with  lemon  and  butter — noth- 
ing else!  There  are  two  reasons  for 
this.  One:  we  know  a  lot  of  people  are 
into  sour  cream,  caviar  and  cold  pota- 
toes— but  for  those  of  us  who  dine  by 
mail,  cold  potatoes  make  for  an  un- 
welcome package.  Two:  this  stuff  is 
so  good,  why  camouflage  the  taste? 
We  are  purists  at  heart — if  not  pure  in 
heart — and  desire  to  corrupt  neither 
the  salmon  nor  the  caviar  with  addi- 
tional sauces  or  dressings.  The  So- 
bols,  who  run  the  egg  biz,  are  caviar 
pros — they've  been  doing  this  for 
over  45  years.  Ask  their  advice  when 
you  call.  They'll  be  happy  to  give  you 
serving  suggestions. 

CAVIARTERIA 

29  East  60th  Street 

New  York,  NY  10022 

247  North  Beverly  Drive 

Beverly  Hills,  CA  90210 

Phone:  800-4-CAVIAR; 

212-759-7410. 

Fax:718-482-8985. 

Price:  four  one-ounce  jars  of  Beluga, 

Sevruga,  Oscetra,  Kamchatka,  $150; 

includes  overnight  shipping. 

Bread 

Every  meal  needs  its  carbohydrate 
quota  filled,  and  we  consider  bread  to 
be  a  very  important  part  of  the  meal, 
as  you  always  save  it  and  put  things  in 
it  after  midnight.  In  the  mail-order 
realm,  we  were  fortunate  enough  to 
find  Lou  Statzer  of  Uptown  Bakers  in 
Washington,  D.C.  Lou  ships  bread  to 
restaurants  throughout  the  Country. 

TYI 


His  list  is  extensive  with  selections 
such  as  "Pane  Bello,"  "Fruit  of  the 
Earth,"  and  our  nomination  for  the 
best  bread  name — "Killer  Toast." 
Two  thumbs  up. 

Lou  suggested  a  mild  sourdough  to 
accompany  the  salmon  and  caviar.  We 
ordered  the  "Farm  Charlie,"  very 
crusty  with  a  chewy  texture  and  an 
abundance  of  "eyes,"  which  .  are 
something  good  to  have  if  you're 
bread.  "Farm  Charlie"  is  served  at 
the  Aureole  restaurant  in  New  York 
City  and  is  named  for  its  chef,  Charles 
Palmer.  We  also  ordered  the  "Sour- 
dough Louie"  which  is  named  after 
Chef  Lou  and  has  a  sharper,  tangier 
flavor.  These  loaves  were  great  w ith 
caviar,  complementing  without  com- 
peting. Once  again,  though,  the  w  in- 
ner was  the  Killer  Toast  (which  is 
marketed  as  breakfast  bread  due  to  its 
sweet  raisins  and  cinnamon)  with  a 
slice  of  salmon  and  lemon. 

The  combination  of  sweet,  salty 
and  tart  is  like  nothing,  seriously. 
nothing  we've  ever  tasted.  Lou's 
breads  were  originally  developed  by 
Michael  London,  founder  of  the 
Rock  Hill  Bakehouse  in  upstate  New 
York.  Lou  will  ship  his  breads  over- 
night anywhere,  to  anyone.  No  ques- 
tions asked. 

UPTOWN  BAKERS 

3313  Connecticut  Avenue  N\\ 
Washington,  D.C.  20008 
Phone:  202-362-6262. 
Fax:  202-362-4050. 
Price:  Sourdough  Louie:  $3.50; 
Farm  Charlie:  $3.50; 
Killer  Toast:  $4.50. 
Overnight  shipping  available. 


Soups 

We  began  with  watercress  soup  from 
Chalet  Suzanne.  Like  most  of  their 
soups,  it  can  be  served  hot  or  cold.  We 
wanted  a  delicate  soup  with  I  light 
taste  to  contrast  with  the  Strong  fla- 
vors of  our  other  courses.  On  I  crisp 
fall  da\.  piping  hot  watercress  -  tup 
with  I  dollop  of  sour  cream  and  I  S 
spoonful  of  red  ca\  iar  in  the  center  is  a 
perfect  start  to  I  game  dinner.  Chalet 
Suzanne  sent  us  I  sampler  of  a  A 
simps  called  the  "Souperj   rwdvc*' 


Like  you,  we  have  a  certain  respect  tor 
things  made  hy  hand.  That's  why  our 
most  talented  craftsmen  handstitch 
every  pair  of  Outdoorsman  shoes.  Its 
a  detail  we  feel  even  our  most  rugged 


FLORSHEIM 
A,  Outdoorsman 


Quality  Is  Timeless. 


shoes  are  worthy  of.  The  Outdoorsman 
Collection.  Ahout  seventy  dollars. 
For  the  FWsheim  Dealer  nearest  you 
call  1-800-446-3500  or  check  the 
Yellow  Pages. 


There  were  some  fabulously  exotic 
selections  with  names  like  Romaine, 
Cajun  Gumbo,  French  Onion,  Old 
Country  Mushroom,  Vichyssoise,  and 
the  Presidential  non-favorite,  Brocco- 
li. You  can  order  the  twelve  in  any 
combination  of  flavors.  There  are  also 
Soupery  Sixes  and  Threesomes.  The 
Romaine  actually  went  to  the  moon 
aboard  the  Apollo  missions.  Like 
Tang,  but  classier.  What  comfort  to 
know  that  Americans  can  not  only 
land  men  on  the  moon,  but  also  en- 
sure them  a  good  soup  in  the  process. 
("Roger,  Houston.  Initiating  garnishing 
procedures .  .  .") 

Our  Earth-based  Watercress  soup 
was  delicious,  as  were  the  Cucumber 
and  the  moon  soup. 


CHALET  SUZANNE 
Carl  and  Vita  Hinshaw 
PO  Box  AC 
Lake  Wales,  FL  33859 
Phone:800-288-6011. 
Fax:  813-676-1814. 
Price:  Soupery  Twelve:  #12A  (assort- 
ment), #12X  (your  selection),  $29.95 
delivered  (west  of  the  Mississippi, 
add  10%). 
Overnight  shipping  available. 

Pheasant 

Our  entree  of  pheasant  is  moron- 
proof.  It  comes  from  the  Austin  Street 
Market  Catalogue  and  is  officially 
known  as  the  Epicurean  Gift  of 
Pheasant.  Mercifully,  it  lives  up  to  its 
lofty  title.  The  Austin  Street  pheas- 
ants are  farm-bred  and  brown  sugar- 
cured.  We  served  ours  cold  with  a 
choice  of  chutney  or  English  mustard. 

The  bird  was  te  ndcr  and  easy  to  slice. 

The  total  preparation  time  from  re- 
moving it  from  its  carton  to  slicing  to 
eating  was  maybe  seven  minutes. 

K_>      FORBES 


A  nice  touch  for  all  of  us  left-brain 
types  was  the  enclosure  of  an  instruc- 
tion booklet.  No  "create  the  wonders 
of  mouth-watering  yumminess"  or. 
some  such  nonsense.  The  instruc- 
tions were  basic,  and  they  were  in  En- 
glish. "Place  pheasant  in  refrigerator. 
Thaw  at  room  temperature  for  several 
hours  before  serving."  That's  it.  So 
we  set  our  timer  to  several  hours  and 
waited  for  it  to  go  off,  and  presto — 
bird  ready-to-eat. 

Doesn't  that  sound  much  easier 
than:  "Put  on  silly  orange  clothes. 
Load  20-gauge.  Carry  it  for  six  hours. 
In  unlikely  event  you  see  one,  shoot 
it.  Do  not  blow  it  to  bits.  Feather  it. 
Rescue  dressed  bird  from  your  persis- 
tent retriever.  Wipe  off  dog  drool 
before  your  wife  sees  it.  Hang  dead 
carcass  for  several  days  to  get  that 
gamy  taste.  Season  it  and  cook  it 
while  taking  confusing  and  unsolicit- 
ed advice  from  your  (great  chefs  while 
drunk)  friends.  Apologize  for  its  raw- 
ness and  friends'  teeth  broken  on 
large  quantity  of  pellets." 

Here's  a  secret:  no  one  could  tell 
the  difference.  We  told  everyone  we 
shot  it. 

AUSTIN  STREET  MARKET 
CATALOGUE 

3501  Taylor  Drive 
Ukiah,  CA  95482 
Phone:  800-283-5335. 
Fax:707-463-5512. 
Price:  The  Epicurean  Gift  of  Pheas- 
ant: #5065  (one  two-pound  pheasant), 
$39.95;      #5022      (two      pheasants), 
$64.95. 
Overnight  shipping  available. 

Dessert 

After  such  a  grand  meal  only  an  orgy 
of  sugar  consumption  was  fit  to  fol- 
low. The  bacchanal  began  with 
poached  pears  in  chocolate  sauce 
from  Sutton  Place  Gourmet  The  ui- 
ant  pear  came  beautifully  packaged 
(one  to  an  order)  with  full  honors — 
gold  ribbons  and  seals.  The  chei 
promised  us  that  the)  would  ship  well 
and  they  did.  The  problem  with  the 
pears  is  this:  the\  "re  \  crv  fresh  and  are 
prepared  individually,  so  you  need  to 
plan  a  little  in  advance. 
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If  you  can't  handle  that  we  can 
offer  you  an  equally  fattening  alterna- 
tive. Cryer  Creek  Kitchens  sent  us 
their  exquisite  Apricot  Pecan  Cake.  It 
was  a  sinfully  glutinous  combination 
of  Australian  apricots  and  Texas  pe- 
cans. It  arrived  moist  and  fresh  in  a 
practical,  reusable  tin.  Neither  con- 
fection disappoints.  Besides,  if  you're 
enjoying  a  fine  brandy  at  this  point, 
you're  not  going  to  be  thinking  about 
desserts,  although  we  guarantee  the 
woman  at  your  table  w  ill.  You  should 
give  the  appearance  of  being  atten- 
tive to  her  needs,  or  she'll  want  a 
present.  0 

Pears 
SUTTONPLACEGOURMET 

3201  New  Mexico  Avenue,  N\\ 

Washington,  DC  20016 

Phone:  202-363-5800. 

Fax:  202-363-7060. 

Price:  one  pear,  $2.50;  gift  wrap.  | 

plus  overnight  shipping. 

Cake 
CRYER  CREEK  KITCHENS 

PO  Box  5079 

Corsicana.  T\  75110 

Phone:  800-468-008$  lH).>  872  B411. 

Fax:  903-872-68 

Price:    Apricot    Pecan    Cake:    -301. 

$23.95. 

Second  da)  shipping  available. 

Presents 
BULOARI  JEWELERS 
730  Fifth  Avenue 
New  York,  \Y  10019 
Phone:  212-315-9000 

\\n  l.i  ME  r  wrts  at  Nen  V>rk: 
The  City  Journal;  JENN1  1  *NDE\ 
sras  formerly  an  editor  at  Fame  and 
Interview. 
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There's  A  Part  Of  You  That's  Pendleton: 

Pendleton  Country  Traditionals.  Ftom  a  wealth  of  classic  woolens. 
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Country  Traditionals 


The  sewn-in  Woolmark  label  is  your  assurance  of  quality-tested  fabrics  made  of  the  world's  best  Pure  Wool  For  a  free  booklet  telling  the  story  of  the  Pendleton  shirt,  write  Box  3030,  Portland,  Oregon  97208. 
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A  general  must  be  .  .  .  both  gentle  and  brutal, 

at  once  straightforward  and  designing,  capable 

of  both  caution  and  surprise,  lavish  and  rapacious, 

generous  and  mean,  skillful  in  defense  and  attack; 

and  there  are  many  other  qualifications,  some 

natural,  some  acquired,  that  are  necessary 

to  one  who  would  succeed  as  a  general. 

Xenephon 
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By  Geoffrey  Norman 

merica's  most  successful  and  adored 


general  since  Eisenhower  is  stretched  out  on  his  back 
in  the  shade  of  a  maple  tree,  his  belly  full  of  a  good 
lunch.  No  telling  how  many  times  in  35  years  of 
active  duty  and  four  at  West  Point  he  has  lain  on  the 


bare  ground  with  the  load-bearing  equipment  unbuckled 
and  his  rifle  across  his  chest,  his  neck  curled  over  the 
contour  of  a  steel  helmet.  He's  an  old  soldier,  and  soldiers 
have  an  easy  intimacy  with  the  earth. 

The  General  is  at  play.  He  wears  brushed  denim  pants 
and  a  shirt  with  a  recoil  pad  sewn  into  the  shoulder.  He  is 
shooting,  but  today  his  weapon  is  an  elegant  over-and- 
under  shotgun — a  Beretta  engraved  with  a  bear  on  one 
side-plate  and  four  gold  stars  in  the  trigger  guard.  An 
Italian  gun  for  an  American  hero?  So  far,  the  General  is 
not  running  for  President  so  he  does  not  have  to  worry 
about  antagonizing  the  American  arms  industry.  And,  the 
gun  was  a  gift  from  the  most  celebrated  gunmaker  in  a 
nation  that  contributed  troops  to  the  coalition  he  led. 
Most  important,  the  General — who  has  shot  his  share  of 
mass-produced,  onc-size-fits-all  guns — likes  the  gun  and 
is  exceedingly  proud  of  it.  End  of  discussion. 


The  General,  who  is  an  enthusiastic  weekend  shooter, 
has  brought  his  Italian  shotgun  up  to  Vermont  with  him 
for  a  sporting  clays  tournament,  and  he  seems  to  be 
having  a  damned  fine  time. 

"Well,  men,"  he  says  to  the  four  other  shooters  on  the 
ground  around  him.  "I  believe  it's  our  tournament  to 
win." 

"Where  do  we  stand?"  one  of  the  other  shooters  says. 

"We  were  second  place  after  the  first  round.  But  close. 
Last  night  at  dinner,  I  sent  Cognac — several  rounds — 
over  to  the  Equinox  team  to  congratulate  them  on  their 
fine  shooting.  I  think  we've  got  them  where  we  want 
them." 

Among  the  many  prerogatives  that  come  with  flag  rank 
is  the  certainty  that  all  your  jokes  will  be  laughed  at.  But 
Schwarzkopf  has  the  touch,  and  there  is  nothing  forced 
about  his  teammates'  smiles.  This  is  not  some  remote,  icy 
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Pentagon  warrior,  you  realize,  but  a  field  soldier  who  delighted  to  recommend  a  few." 

enjoys  the  aimless  B.S.  that  soldiers  have  employed  to  fill  The  other  man  smiles,  too.  Not  every  day  you  get  to 

the  empty   hours   since   before   Hannibal   was   kicking  serve  as  straight  man  for  a  genuine  hero. 

elephants  in  the  ass  on  his  way  across  the  Alps.  The  death  threats  certainly  have  not  scared  the  Gener- 

"Nick,"  he  says,  talking  into  the  bill  of  his  hat  which  is  al  into  hiding.  He  has  been  conspicuously  willing  to  ride 

pulled  down  over  his  eyes,  almost  to  his  chin.  "Nick,  how  in  parades  all  over  the  country  honoring  the  Desert  Storm 

are  you  feeling,  son?  Are  you  ready  to  go  after  them  this  servicemen.  He  spent  time  in  New  York,  meeting  with 

round?"  publishers  during  negotiations  which  fetched  him,  ac- 

Nick  Seifert  is  a  fair-faced,  friendly  young  man  who  cording  to  some  sources,  between  $5  and  6  million  for  his 

can  shoot  the  eyes  out  of  them.  He  broke  42  out  of  a  memoirs.    He   has   spoken   to  groups   large   and   small, 

possible  50  on  the  first  round  of  the  tournament.  Only  sometimes  for  a  fee  that  is  reported  to  be  $60,000.  He  has 

one  shooter  did  better.  The  General  broke  32.  Nick  is  been  to  the  Indianapolis  500  where  he  supposedly  asked 

carrying  his  team.  Chuck  Yeager,  "What  do  I  do  now?" 


"I'm  feeling  pretty  good,  ] 
General,"  Nick  says. 

"Well,  I  want  you  to 
know,"  the  General  says, 
"that  the  rest  of  us  would  do 
almost  anything  to  keep  you 
shooting  the  way  you  have  \  ^ 
been.  Notice  that  I  said  al- 
most." 

"Maybe  you  need  to  give 
him  a  massage,  General.  He 
looks  like  he  needs  it." 

"I'm  the  general," 
Schwarzkopf  says.  "77/  de- 
cide if  he  needs  a  massage 
and  /'//decide  who  gives  it." 

He  might  be  the  most  fa- 
mous man  in  the  world,  you 
think,  but  he  also  wouldn't 
be  a  bad  fellow  to  run  the 
river  with.  As  the  warm  af- 
ternoon drags  on,  and  the 
other  teams  climb  the  hill  to 
their  various  stations  to  be- 
gin the  last  round  of  the 
tournament,  the  General 
and  his  teammates  talk 
about  turkey  hunting,  black 
Labs,    and    salmon    fishing 


This  is  not  some  icy  Pentagon 

warrior ...  but  a  field  soldier  who 

enjoys  the  aimless  B.S.  soldiers 

employ  to  fill  the  empty  hours. 


And,  he  has  taken  the 
time  to  enjoy  some  sport. 
He  was  a  guest  of  the  vener- 
able Restigouche  Salmon 
Club  in  July.  This  is  the  sort 
of  invitation  that  does  not 
come  to  just  any  four  star 
general.  This  particular  four 
star  general,  however,  was 
given  the  best  beats  on  the 
club's  best  water  in  one  of 
the  worst  seasons  in  memo- 
ry. Fortunately,  the  General 
caught  fish  and  so  did  his 
son. 

So,  when  ()r\is — the  Ver- 
mont-based company  that  is 
to  this  generation  what  Ab- 
ercrombie  &  fitch  was  to 
the  Eisenhower  years — or- 
ganized a  celebrity  sporting 
clays  tournament  for  promo- 
tion of  both  the  sport  and  its 
own  line  of  equipment,  the 
General  accepted  an  invita- 
tion to  participate.  I  le  flew 
into  the  small  airport  in  Rut- 
land. Yt..  on  a  private  jet. 
then   drove   down   to   Man- 


while  a  young  warrant  officer  in  hunting  clothes,  eyes      Chester,  where  he  stayed  with  Leigh  Perkins,  owner  of 


concealed  behind  a  pair  of  Ray  Bans,  watches  the  scene. 
He  is  one  of  three  men  detailed  by  the  Army  to  watch  the 
General's  flanks.  While  the  General  might  be  one  of  the 
boys  today,  there  are  nuts  out  there  who  have  promised 
to  kill  him.  There  has  been  one  death  threat  here  in 
Vermont.  The  General  seems  genuinely  baffled  by  it.  1 1c 
has  experience  with  people  trying  to  kill  him — he's  in  the 
business,  after  all — but  the  sheer  random  cra/iness  of  the 
kind  of  stuff  that  comes  with  fame  is  too  much. 

"One  guv."  he  tells  his  teammates,  "called  up  and  said 
he  was  going  to  kill  mc  because  he  hail  gotten  a  bad 
conduct  discharge  from  the  Nav\  back  in  the  "50s." 
"Sounds  like  he  needed  to  talk  to  an  admiral." 
"Yes,"  Schwarzkopf  says  happily,  "and  I'd  have  been 


Orvis,  and  his  wife  Romi  in  their  200-year-old  guest 
house.  Traveling  with  the  General  were  his  friends  John 
and  Dorothy  Gillette.  Dorothv  is  the  owner  of  the  Orvis 
shop  in  Tampa  where  the  General  has  been  a  customer 
since  well  before  the  invasion  o\  Kuwait. 

Before  dinner,  there  were  dunks  on  the  deck  behind 
the  Perkins  house,  with  a  view  of  the  Kutcnkill  River 
and  the  ( Irccn  Mountains  beyond.  It  was  a  cool.  Striking- 
ly clear  evening  with  the  kind  of  bite  that  reminds  you  it 
is  earl)  fall.  The  General  wore  an  open-collar  shirt. 
sipped  Scotch,  and  pi. used  the  view. 

You  are  almost  inevitably  surprised  when  von  see  in 
the  flesh  someone  with  whom  von  have  L;iov\n  intimate 
through   television.   Surprised   when  they    look   the  wav 
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'For  all  those  long  hours  you  put  in," 
he  said  as  I  unwrapped  the  package. 
Inside  was  a  handsomely  shaped  case 
made  of  fine  Italian  leather.  I  immedi- 
ately noticed  the  distinctive  white  star 
on  the  case  and,  in  that  instant,  I 
knew  exactly  what  I  would  find  inside. 


you  expected  them  to  .  .  .  and  when  they  don't.  Televi-  forced,  no  shop  talk  about  envelopments  or  smart  bombs, 
sion  distorts.  In  the  case  of  the  General,  it  made  him  look  The  General  listens  as  well  as  he  talks,  and  there  is 
round  and  almost  soft,  leading  to  a  lot  of  foolish  "teddy      something  very  self-deprecating  and  vastly  appealing  in 


bear"  comparisons. 

The  man  is  burly.  Big  in  a  restless,  omnivorous  way. 
Tall,  deep-chested,  with  proportionally  short  legs  so  that 
most  of  his  mass  is  carried  above  the  waist.  Willard  Scott 
is  cuddly;  the  General  is  physically  imposing  and  comes 
by  his  nickname  honestly.  You  want  to  give  him  room; 
not  get  close. 

The  normal  awkwardness  one  feels  when  obliged  to 
make  small  talk  with  a  stranger  seems  to  increase  expo- 
nentially when  you  are  chatting  up  a  worldwide  hero. 
One  searches  for  the  right 
analogy.  What,  for  instance, 
would  you  say  if  you  had 
found  yourself  talking  to 
Douglas  MacArthur  in  1946? 

Nice  job  in  the  Philippines, 
there,  General. 

Or  Grant  in  1868? 

You  find  it  a  little  muggy 
down  around  Vicksburg? 

Or  Ike  in  1947? 

Weatherman  gave  you  kind 
of  a  break  for  your  Channel 
crossing,  didn't  he? 

This  general,  as  everyone 
knows,  has  a  good  mind  (he 
must  have  the  most  public 
I.Q.  score  in  Christendom), 
and  his  interests  range  wide- 
ly. Surprisingly  so.  He  and 
his  host  talk  about  the  red 
cockaded  woodpecker. 

"I'd  never  heard  of  it," 
the  General  says,  "until  I 
took  command  of  Ft.  Stew- 
art. But  I  learned  an  awful 
lot,  and  very  quickly." 

It  seems  the  bird  is  both 
rare  and  endangered,  and  re- 
quires for  its  habitat  100-year-old  Southern  pine  trees. 
Most  pines  in  the  South  don't  make  it  past  60,  except  on 
military  reservations.  So  the  General  had  to  concern 
himself  not  merely  with  the  combat  readiness  of  his 
troops  but  the  preservation  of  woodpecker  habitat  as 
well. 


The  General  mounts  his  gun 

smoothly,  tracks  the  first  clay  bird  and 

breaks  it,  then  picks  up  the  second 

and,  just  before  it  reaches  the  trees, 

blows  it  to  pieces. 


the  way  he  explains  to  Perkins  that  he  turned  the  Nature 
Conservancy  down  for  now  because  he  wants  to  concen- 
trate all  his  energies  on  his  book. 

When  someone  asks  if  he  has  a  model  in  mind,  he  says. 
"Yes.  Grant's  memoirs." 

A  general  must,  of  course,  be  ambitious.  No  reason 
why  he  shouldn't  try  to  match  this  nation's  finest  military 
autobiography. 

"You  know,"  he  says,  "it  is  the  first  time  in  my  life  I've 
ever  signed  an  employment  contract,  and  I'm  nervous 

about  living  up  to  it." 

He  has  been  quoted  as 
saying  that  the  most  striking 
change  in  his  life,  since  he 
retired,  is  that  where  one 
year  earlier  half  a  million 
armed  men  jumped  at  his 
even,-  word,  he  now  has  trou- 
ble finding  a  plumber. 

At  dinner,  seated  be- 
tween his  hostess  and  anoth- 
er woman,  the  General  talks 
about  cooking  and  Loden 
capes.  He  has  a  fondness  for 
both  which  does  not  surprise 
as  much  as  the  ease  with 
which  he  talks  about  them. 
Ease  and  charm.  But,  then, 
when  he  went  there.  West 
Point  still  turned  out  "offi- 
cers and  gentlemen."  He  is 
neither  arid  technocrat  nor 
profane  war  lover,  the  sort  of 
man  who  needs  to  be  in  a 
window  less  office  or  a  c 
but  an  older,  more  tradition- 
al and  appealing  kind  of  sol- 
dier. The  man  of  parts.  Alex- 
ander, recall,  was  tutored  bv 
Aristotle. 

After  dinner,  the  General  accepts  a  snifter  of  brandy, 
and  for  an  hour  or  so  tells  stories,  including  the  one  about 
how,  after  the  war.  he  was  made  .i  member  of  the  French 
Foreign  Legion. 

"It  w.is  \cr\    serious   business,"   he  recalls.   '"Almost 


It  is  an  amusing  little  icebreaker;  better,  certainly,  than      saered.   Legionnaires,  you   know,   don't   fight   for  some 


talking  about  Saddam's  most  recent  atrocities.  And  it 
turns  out  that  Perkins,  who  owns  a  hunting  plantation  in 
Florida,  is  familiar  with  the  bird  and  its  habitat.  He  and 
the  General  talk  about  woodpeckers  and  indigo  snakes 
for  a  while,  which  leads  to  a  discussion  of  the  Nature 
Conservancy.  Perkins  is  a  director,  and  the  General  has 
been  invited  by  the  board  to  become  one. 

The  conversation,  until  dinner,  is  animated  and  un- 


coalition,  and  the)  don't  even  fight  for  France.  Fhe\ 
fight  for  the  Legion."' 

The  General,  who  commanded  Legionnaires  in  Saudi 
Arabia,  took  the  oath  and  viewed  the  Legion's  holv  icon, 
the  wooden  hand  of  Captain  Danjou. 

"And  you  know  what  mv  rank  in  the  Legion  is:"  he 
asks  the  table. 

"Colonel:"  someone  guesses 
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e  knew  that  I  had  always 
admired  his  Montblanc  fountain 
pen.  I  liked  the  authority  and  ele- 
gance it  gave  to  his  correspondence. 
Even  those  two -word  critiques  he's 
famous  for  seemed  somehow 
weightier  because  of  it.  And  now, 
there  it  was  in  my  hands:  the  classic 
black  silhouette  accented  with 
gleaming  gold.  My  own  Montblanc 
Meisterstuck. 


"Fee  Eflf  Gee."  he  says,  fairly  beaming,  as  though  to 
that  as  a  soldier  he  has  now  done  it  all.  Everything 
from  commander  of  one  of  the  most  powerful  allied 
forces  in  history,  sanctioned  by  the  United  Nations,  to 
rank  grunt  in  the  world's  most  celebrated  mercenary 
outfit. 

He  finishes  his  brandy,  thanks  his  host  and  hostess, 
says  good  night  to  the  half-dozen  other  dinner  guests,  all 
of  whom  would  follow  him  anywhere,  and  excuses  him- 
self, saying  that  he  has  some  shooting  to  do  in  the 
morning  and  wants  to  be  rested. 

The  tournament  is  held  at  a  sporting  clays  course  in  a 
crossroads  town  called  Tinmouth.  The  only  road  into  the 
course  is  not  paved.  But  it  is 
blocked  by  a  police  guard. 
While  some  local  reporters 
have  been  invited,  along 
with  a  few  members  of  the 
sporting  press,  the  Orvis 
people  are  trying  to  keep 
things  reasonably  calm.  The 
General,  they  have  heard, 
believes  that  he  is  coming  to 
shoot  and  not  to  be  on  call 
for  photo  ops.  He  has  run 
into  that  at  other  events  and 
according  to  the  reports,  did 
not  like  it  one  damned  bit. 
The  same  reports  indicate 
that  he  has  a  quick,  volcanic 
temper. 

Still,  even  before  the  safe- 
ty lecture  and  the  practice 
rounds  in  the  morning,  the 
General  is  approached  by  a 
newspaper  reporter  who 
asks  for  an  interview . 

"I'm  not  giving  inter- 
\  iews  today."  he  says.  Polite 
but  very  firm. 

"Later:"'  the  reporter 
asks,  hopefully. 

"Maybe.  You'll  be  informed." 

On  the  other  hand,  the  General  is  gracious  about 
posing  with  people  who  want  their  picture  taken  with 
him.  It  seems  half  the  people  at  the  tournament  have 


Today  his  weapon  is  an  elegant, 
over-ana7- under  Beretta,  engraved  with  a 

bear  on  one  side-plate 
and  four  gold  stars  in  the  trigger  guard. 


declines.  He's  waited  in  line  before.  Probably  got  more 
time  in  the  chow  line,  as  they  say.  than  the  rest  of  them 
sons  of  bitches  have  in  the  sen  ice.  And.  anyway,  today  he  ' 
is  standing  next  to  John  Riggins.  the  old  Redskins  full- 
back and  one  of  the  celebrity  shooters  in  the  tournament. 
(Others  include  William  Simon,  former  Secretary  of  the 
Treasury:  Johnny  Rutherford,  three-time  w  inner  of  the 
Indianapolis  500:  Steve  Garvey.  former  baseball  player; 
and  Dennis  Potvin.  former  hockey  star.)  John  Riggins  is 
not  easily  impressed.  "Lighten  up.  Sandy  baby."  he  once 
drunkenly  told  Associate  Supreme  Court  Justice  Sandra 
Day  O'Connor.  "You're  too  tight." 

Later.  Riggins  tells  one  of  the  frustrated  newspaper 

reporters  that  he  thinks 
Schwarzkopf  is.  "real  down- 
to-earth  and  a  pretty  good 
guy." 

The  General  eventually 
makes  his  way  to  the  head  of 
the  line  where  the  waiting 
instructor  asks  if  he  would 
mind  posing  for  one  quick 
picture. 

"If  you'll  promise  to  ha\e 
me  shooting  like  the  man 
who  gave  that  demonstra- 
tion." the  General  says,  then 
stands  w  ith  his  arm  over  the 
instructor's  shoulder,  his 
own  shotgun  broken  and 
cradled  in  his  other  arm. 

After  the  picture  has  been 
taken,  he  steps  up  to  the 
line  and  quickly  breaks  four 
out  of  fi\  e. 

"Hell.  General,"  the  in- 
structor saw  "\<>u  don't 
need  me." 

lS  >n.  I  need  all  the  help  I 
can  get." 

Not  really.    The  General 
shoots  well  that  afternoon. 
His  team  is  in  second  place  when  he  comes  off  the  hill 
and  heads  back  into  Manchester  for  dinner. 

In  the  morning,  one  of  the  reporters — who  are.  b\  now. 
desperate  to  talk  to  the  General — realizes  that  the  wa\  to 


brought  cameras,  and  the  General  stands  still  for  all  of      get  to  him  is  "through  channels."  They   approach  the 


them.  And  he  will  talk  affably  with  anyone  as  long  as 

there  is  no  notebook  or  tape  recorder  in\ol\ed.  He 
mingles  with  the  other  shooters  while  Mike  Clayton  of 
()r\is  l^i\cs  a  quick  safety  lecture  and  then  a  shooting 
demonstration.  Clayton  is  a  world-class  shooter,  and 
when  he  has  finished  the  General  sa\s  he'd  like  to  "sign 
that  man  up  for  m\  team." 

After  the  safety   lecture,  the  General  takes  a  place  in 


()r\  is  PR  director.  Doug  Truav  who  then  approad 
with  some  trepidation,  the  General. 
"Fine,"  the  General  rays,  "Tell  them  we  will  have  i 

press  conference  after  breakfast,  at  8^30." 

\t  8:29,  the  General  finishes  his  coffee,  excuses  him- 
self and  attends  a  press  conference  where  he  handles  the 
questions  w  ith  his  usual  skill.  I  le  likes  to  shoot  and  hunt. 
\es.  but  he  isn't  sure  that  it  neccssarih   follows  that  a 


line  and  waits  to  shoot  a  few  practice  rounds.  A  couple  of      waiting  period  to  purchase  a  handgun  is  a  bad  idea, 
people  ahead  of  him  offer  him  their  places.   The  General  \ftcr  the  press  conference,  the  General  and  hia 
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THE    ART    OF    WRITING 

blGDmingdole's 


^  hold  this  pen  is  to  marvel 
at  its  impeccable  craftsmanship.  To 
write  with  it  is  to  be  transformed, 
thanks  in  no  small  part  to  the  beauti- 
fully engraved  gold  and  platinum  nib 
that  keeps  the  ink  flowing  so  effort- 
lessly. This  was  an  extraordinary  pen 
and  indeed  an  extraordinary  gesture. 
"Soon  you'll  be  able  to  write  your  own 
ticket,"  he  said  as  he  left  my  office. 
"Write  it  in  style." 


••i'cc.'yt 


climb  in  their  vehicles  and  head  back  out  to  Tinmouth  "That  a  way  to  bust  'em,  General,"   the  trap  boy 

where  he  shoots  well  again.  Also,  interestingly  enough,  shouts,  pumping  his  fist. 

the  other  members  of  his  team  all  shoot  better  than  they  "Son,  anything  I  can  do  for  you.  just  let  me  know." 

did  on  the  first  round.  The  mood  recalls  the  time  when  Robert  E.  Lee  said  to 

"Shows  you  what  good  leadership  will  do,"  one  of  a  Butternut  he  saw  in  bivouac,  "Captain,  come  join  me  in 

them  says.  my  tent." 

Going  into  the  third  and  final  round,  his  team  is  neck  "Hell,  General,  I  ain't  no  captain,  I'm  nothing  but  a 


and  neck  for  the  lead,  and  the  General,  stretched  out 
under  the  maple,  can  taste  victory. 

"I'm  counting  on  you,  Nick.  Don't  let  me  down." 

"I'll  try,  General.'' 

"We'll  leave  'em  in  the  dust." 

And  the  team  starts  out  that  way.  Twenty  out  of  a 
possible  twenty  at  the  first 
station. 

"We're  rolling,"  the  Gen- 
eral says,  as  the  team 
marches  up  the  hill  to  the 
second  station,  where  he 
hands  the  scorer  the  team's 
cards  and  says,  "Good  after- 
noon. The  cards  are  all  in 
order,  and  we  all  shoot 
12-gauge." 

"Thank  you,  sir." 

"And  we  all  hit  every- 
thing we  shoot  at." 

"If  you  say  so,  General." 

"Oh  I  do." 

Damn  near.  Halfway 
through  the  round,  the  team 
is  shooting — as  they  would 
say  in  other  sports — uncon- 
scious.  All  over  the  course, 
the  scorers  and  the  trap  boys 
and  the  few  permitted  spec- 
tators are  pulling  for  the 
General  and  his  team.  There 
is  a  sort  of  infectious  fever 
about  the  way  the  team  is 
shooting.  The  low  man  from 
the  day  before  is  shooting  as 

well  as  Nick  Scifert  today.  Kven  the  tough  shots  seem 
easy.  When  the  clays  break,  they  disintegrate  in  a  fine 
cloud  of  soot. 

"Way    to  smoke   "em,"   the  General   snys.   "Way   to 
smoke  "em." 

When  he  steps  up  to  one  station,  the  trap  boy  s.i\s. 
"We  gonna  get  'em  both  today,  General?" 

"Son,  you  just  put   em  out  there  nice  and  soft,  and  Til 
do  my  best." 

"You  got  it.  General." 

On  the  General's  command  of  "Pull."  the  trap  boy 

sends  two  clays  sailing  out  over  the  blackberry    briars. 

The  General  mounts  the  Beretta  smoothly,  ir.icks  the 

first  bird  and  breaks  it.  then  picks  up  the  second  and,  just 

before  it  reaches  the  trees,  blows  it  to  pieces. 


"This  is  the  first  time  in  my 

life  Vve  ever  signed  an  employment 

contract, "  he  says  of  the  memoirs  which 

will  reputedly  net  him  $5  million,  '  'and 

Vm  nervous  about  living  up  to  it. " 


private. 

"Well  then  by  all  means,"  Lee  said,  "join  me  in  mv 
tent." 

Or,  the  scene  in  the  movie  Patton  when  some  GI 
shouts  to  George  C.  Scott,  riding  past  a  column  of  troops, 
"Hey,  where  you  going,  General?" 

"Going   to    Berlin."    - 
Scott,   playing  Patton   flaw- 
lessly, "and  personally  shoot 
that   paper-hanging  sonofa- 
bitch." 

One  wonders  if  the  Gen- 
eral regrets  that  he  was  not 
allowed  to  get  to  Baghdad 
and  personally  shoot  his  son- 
ofabitch.  At  dinner,  he  had 
said  only  what  he'd  said  be- 
fore: that  he  could  have 
done  it.  There  was  nothing 
between  the  101st  and 
Baghdad  but  sand.  Also  that 
he  understood  and  agreed 
with  the  decision  that 
stopped  the  war  just  this 
side  of  a  victory  of  annihila- 
tion. 

Whatever     the     political 
shortcomings  of  his  war.  the 
General's    luster    has    not 
been  tarnished.  Nor  his  af- 
finity for  the  kind  of  men  he 
commanded  in  battle.  Even 
at  his  ease,  in  retirement  and 
doing  ,i  little  friendly  week- 
end     shooting,      it      comes 
through  emphatically.  1  le  has  said  that  when  he  went  out 
to  visit  the   troops   in  Saudi  Arabia   it   was  DO  boost  his 
morale,  not  theirs. 

His  team  wins  in  ,i  walk  and.  h.ipp\  with  the  day's 
shooting,  the  General  stands  in  the  shade  o\  a  tent, 
drinking  ,i  Diet  Coke  and  replaying  the  round  with  his 
teammates.  Then  .i  young  local  woman  and  her  son.  who 
looks  to  be  about  ten  or  eleven,  approach  him  cautiously. 
"General  Schwarzkopf?" 
"Acs.  ma'am." 

"General,  m\  bo\  here  has  something  he'd  like  to  give 
you." 

The  General  looks  down  at  the  bo\  ami  s.i\s.  "Hello. 


son. 

"Hello. 


the  bo\  mumbles,  looking  down  at  his 
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and  handing  the  General  a  small  parcel. 

The  General  peels  away  the  wrapping  and  opens  the 
box  that  holds  a  small  porcelain  coffee  cup  with  the  logo 
of  the  Tinmouth  Hunting  Preserve  hand-stenciled  on  it. 

"He  did  that  himself,"  the  woman  says.  "And  he 
wanted  you  to  have  it." 

The  boy,  who  is  wearing  a  Desert  Storm  T-shirt 
decorated  with  various  military  badges,  looks  up  at  the 
General,  who  reaches  down  to  shake  his  hand  and  says, 
"Well,  thank  you,  son.  Do  you  suppose  it  would  be  all 
right  if  I  poured  my  Coke  into  this  cup  right  now?" 

"Yes,  sir." 

The  General  poses  for  one  more  picture,  this  one  with 


one  hand  on  the  boy's  shoulder,  the  other  wrapped 
massively  around  the  cup. 

Half  an  hour  later,  when  his  convoy  has  made  it 
halfway  down  the  entrance  road  to  where  the  police 
cruiser  has  the  entrance  blocked,  he  says,  "Wait  a  min- 
ute, turn  around.  I  forgot  my  cup."  He  cannot,  he  tells 
John  Gillette,  his  driver,  and  his  security  detail,  have  that 
boy  discover  that  the  General  has  abandoned  that  cup. 

He  is  the  General  and  nobody  argues.  They  go  back  for 
the  cup.  4? 

Geoffrey  Norman  works  for  Forbes,  and  is  the 
author  of  Sweetwater  Ranch  (Atlantic  Monthly  Press). 


Guess  Who's  Coming  to  Dinner,  ¥£k&d>y? 


Romi  Perkins  had  been  working  on  her  guest 
house  for  one  year  when  she  got  the  news.  It 
was  a  200-year-old  house,  so  there  seemed  to  be 
no  special  urgency  about  it.  Also,  she  is  a  per- 
fectionist, and  doing  it  right  means  taking  your 
time.  She  had  virtually  gutted  the  house,  in- 
cluding the  old  stone  masonry  central  chimney, 
which  she'd  had  rebuilt. 

"They  hauled  68  tons  out,"  she  says,  "and 
brought  72  tons  in." 

Things  seemed  on  course 
for  an  indeterminate  finish- 
ing date  when,  last  summer, 
her  husband  Leigh  mentioned 
a  little  something.  The  most 
famous  man  in  the  world 
would  be  coming  to  visit. 

"I  could  have  killed  him," 
she  says.  "Two  months  to  get 
the  place  ready  for  General 
Schwarzkopf,  and  when  he 
told  me  about  it,  there  weren't 
even  any  walls  in  the  house. 
Much  less  paintings  hanging 
on  them.  It  was  a  disaster." 

For  the  next  six  weeks, 
when  she  was  not  supervising  carpenters, 
plumbers,  and  electricians,  she  was  shopping 
for  furniture  at  the  Vermont  antique  stores.  It 
was  one  of  those  rush  jobs  that  couldn't  be 
rushed.  "The  carpenters  had  to  find  moldings 
and  doors  and  windows  that  haven't  been  made 
for  years.  It's  an  old  house  and  everything  had 
to  be  right.  Including  the  furniture." 

She  could  not  find  the  beds  she  wanted  in  the 
antique  stores,  so  she  hired  an  outfit  in  North 
Carolina  to  build  them.  The  General  was  due  to 
arrive  in  early  September.  By  mid-August,  she 
was  getting  nervous  about  the  beds.  She  called 
and  got  a  machine — "We  are  on  vacation  this 
week."  After  three  days  of  this,  she  called  the 
local  Chamber  of  Commerce. 

"I  asked  them  if  they  knew  of  any  problems 
with  that  particular  business,  and  they  said, 


'Yes,  ma'am,  there's  a  bailiff  out  there  right 
now.'  So  we  had  a  one- week  panic  until  I  found 
the  right  beds.  Ready-made,  too." 

She  hired  a  local  woman  to  handle  the  cur- 
tains, dust  ruffles  and  such.  Drove  the  crews 
mercilessly.  And  enlisted  the  help  of  her  daugh- 
ter, who  came  up  from  Washington  to  retrieve  a 
dog  that  she  had  boarded  with  her  mother  for 
the  summer. 

"With  less  than  a  week  to  go,  there  was  no 
stove,  no  refrigerator,  no  hot 
water  heater,"  Melissa  McA- 
voy  says.  "It  was  fairly  inter- 
esting." 

Then  there  were  the  usual 
little  glitches.  Melissa  McA- 
voy  continues:  "The  shower 
curtains  arrived,  and  they 
were  about  a  foot-and-a- 
half  too  long.  But  we  were 
able  to  jury-rig  by  raising  the 
rods.  But  then  we  had  to  go 
out  and  buy  new  liners.  Lots 
of  small  panics  like  that." 

With  two  days  to  go,  the  se- 
curity team  assigned  to  guard 
the  General  arrived  to  familiarize  itself  with 
the  house. 

"There  were  still  carpenters  and  electricians 
and  painters  working  all  around  the  place," 
Romi  Perkins  says,  with  some  pride,  "and  one 
of  the  young  men  said,  'Ma'am,  do  you  think 
this  house  will  be  ready  for  the  General?'" 

Now  Romi  Perkins  is  a  formidable  woman. 
She  has  done  a  house  or  two,  written  a  superb 
cookbook,  served  her  time  on  all  the  requisite 
boards  and  committees,  and  learned  to  fly-fish 
and  wing-shoot  with  the  best  of  them.  As  her 
friends  (including  this  one)  will  attest,  she 
knows  a  thing  or  two  about  logistics. 

"We  worked  late  that  night,"  she  says,  "and 
the  next  day,  the  day  before  the  General  ar- 
rived, there  was  nothing  left  to  do  but  pick  out 
the  flowers." 
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Rut  Mr   Brady's  somewhat  aww 
expresses  of  gut  faith  in  the  OJLi w* 

^X  sometimes  lead  observers  to  believe 
- "  XS  Ability  to  build  confidence  in 

u    and  confidence  is  critical  in  »» 

•  be  "I  don't  think  it's  the  end  of  the  world 

;;enifwehavearecessionrhesajdon 

Meet  the  Press"  last  month    Well  pull 

hack  out  of  it  again.  No  big  deal. 

iskid  by  a  CNN  interviewer  what  will 
brine  the  US.  out  of  recession.  Mr.  Brady 
replfed:  Things  change.  The  tide  comes 
[n   it  comes  out.  The  moon  goes  up,  it 

C°  wftmnlush  administration  councils, 
Mr  Brady  is  known  for  expressing  his  in- 
stincts on  issues  but  not  for  being  ableto 
defend  his  positionsua^         ^_ 

AWWBfllTA^v^hboo,; 

makers  William  rflffsuspend- 
ed  betting  on  who'U  replace  the 
retiring  archbishop  of  Canter- 
bury after  a  run  of  bets  on  one 
bishop  raised  fears  of  clerical 
insider  trading."  Said  the 
arms  Graham  Sharpe    "We 
don't  suspect  men  of  the  cloth 
of  pulling  a  fast  one  but       as 
we  do  not  have  a  hot  line  to  the 
^mighty,  we  decided  it  would 

be  prudent"  The  favorite.  John 
Taylor,  bishop  of  St.  Albans, 
welcomed  the  move:  "I  do  not 
regard  myself  as  a  horse." 
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fe  legal  brief  Is  a  winner 

new  delhi  .*P)  _  *„„,„.       winner*! 

:  dor,  sentenced  to  lOyearjfrT^i1""  l?urist  Andrews  Si 
h,s  underpants.  SSK^"^"*^ 
^  Proved?^  brity^*°  J^U  coun wbeS 


Co* 


v^%*^2l 


SW>° 


ft«* 


PASSENGER; 


Amtraj! 


y  -e  nad  ^LZts™™™!**  %2>F 


hJFEU  ?ran^£I?  Tartikoff  spent  two  months  in  a  hospitz^ 
bed  watching  TV  -  and  he  didn't  like  what  he  saw 

It  was  pretty  scary,  what  was  on  at  8  o'clock  some  nights. 
There  were  giant,  gaping  holes  on  network  TV  iSer^SS 
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A  police  officer  mugged  an 

who  was  walking  to&r  home  n  B J 
Ridge,  the  pol.ee  said.  The  officer 
James  Carey,  36.  was  off^utv  a  the 
time  of  the  incident.  ?3 


LEARNING:  Geor*  Bat*.  66. 
to  use  a  computer  ir. 
ton.  Apr. 

typist,  the  president  had  i 
installed  in  the  Oval  Offic 
The  results  of  his  first  le 
"Pushed  the  button  down 
here  and  one  up  here 
green  thing  on  it.  And  out  j 
came  a  command  to  some 
that  I  had  writi 


hce  workers         ^ 


^ 


White  House  struggled  to 
'    position,  it  was  dealt  a 


MMPne   wnite  House  struggled  to 

m&Wain  its  position,  it  was  dealt  a 

slight  political  embarrassment  todav 
(when  Sergei  B.  Chetverikov,  the  sec-  ^P 

J  ond-ranking  Soviet  diplomat  in  Wash-  „»^nw.  nkrai- 

ngt°?'  ,qT,ed    Vice   Presid*nt   Dan '  sOVlfii'  VACATION:  UVxal 
IQuayle  to  defend  the  Soviet  Army's  arnian  authorities  are  offering 

1—MlMl^.nSgive  contamination 


-^i&SSS,* S  *#h°  was 
wait  with  'a, foreign!  fh^2^ of  Ku' 
Withoutahintofirnn    ihe  other  day 

f  very  great  leader  Irani;'.  ^es'  he  ls 
tunate  tp/have  Sh     qis  indeed  for- 

corrupt  rulers  f?orn  t^  W  drlVe  the 
ff«-  drive  the'lffiels  frn",ra,tes-  he 
Only  now,  he  hal  thi    froni  Mecca; 

..£ m:, AmerteS;  Russ£  PW,°rId  a8ai"st  i 
Australia;  Cah'ada  ?MexkST;- Japan-  I 
Yes,  hefis  a  very'preaf  °;IArgentina- 

great  ruler  indeed '-Uler-  a  very 

Hussein's  ■virtue  i  ■  *  Pra,sing  Mr. 
his  "wisdom''  in  endinl8^^"19"  a"d 
pendencewhen'heSwS^^S!-1 
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radioactive  contamination 
I   reactor  that  pigy  — UOP| 

Chop  sCaPp2S^COmIn8  dtoerrSe8Kd  a  temP°- 
«oor  from  NoS  (Uy..made  a  slow  b-it   'obster  a<  Carl's 


_-LER  GOAT:  Snowball,  a  100-pound  goat  in  Cant 
,  Oored  to  death  owner  Carl  Husey,  77,  who  was  beating 
.J  make  it  mean,  police  said.  Husey  tried  to  flee  by  jump- 
ing on  a  porch  but  Snowball  rammed  him  in  his  stomach. 


GOAT  SPARED:  SnowbaS^  -  gpat  iriil  go  to  a  private  ani- 
rSl  shelter  after  international  otrtcry  over  Cherokee  Coun- 
^ot  office  pSis  to  destroy  it  The  100-pound  goat 
wiiM  its  master  Carl  Hulsey,  77,  by  butting  him  off  a  Moot 
nS  oS  saS  Hulsey  was  beating  Snowball  to  try  to 
n^e  it  a^Ktlt  wiH  be  neutered,  dehorned  and  put 
out  to  pasture  with  a  herd  of  horses. 


JAR  GOAT  STILL  AT  LARGE:  A  radioactive^ 
:  goat"  remains  on  the  loose  in  the  wilds  of  southwest 
lexico  despite  a  two-month  air  and  land  search  of  the 
desert  near  the  San  Andres  Mountains  and  hopes  of  finding 
it  are  fading  fast.  "There's  no  realistic  hope  of  finding  it," 
said  John  Crenshaw  of  New  Mexico's  Game  and  Fish  De- 
partment. The  escapee  from  the  federal  Jornada  Experi- 
mental Range  was  one  of  71  Angoras  fitted  with  radioactive 
collars  to  study  hunting  patterns  of  coyotes.  Wildlife  experts 


,         ;  ~;Miini,  the  17>A> 

died  of  nahSi  c™staceans, 
b^gs^\^GS  **ys  after 
ata^svStt0cnfnewh°me^ 

^,3g^iff»«>ioo 

^huge^terChpaid$320f^ 
^^™&^ 

«J°hhe  chi»ed  and  poached  Mimi 
and  began  making  plans  for  a  feSt 

Thylom,Wst,ikeE1,izabeth 


ionvicted 

killer  Charles  MansC^t^gs  1  Left 
My  Heart  in  San  Franciscoon  a  vid- 
eo made  by  another  prison  inmate 
on  Monday's  syndicated  Hard  Copy. 


"It's  how  I  keep  all  my  investments  running  smoothly." 


Tve  never  been  so  in  touch  with 
the  market. 

With  PRODIGY1  connected  to  my  home 
computer,  I  can  get  hourly  market 
updates,  everything  from  Dow  Jones 
averages  and  most  active  issues  to  for- 
eign stock  indices.  If  I  want  NYSE,  Amex, 
and  Nasdaq1  composites,  I've  got  'em. 
There's  non-equity  info,  too,  like  gold 
prices,  dollar  trading,  and  money  rates. 

"When  I  want  the  broader  picture,  PRODIGY 
supplies  the  leading  economic  indicators 
such  as  housing  starts,  consumer  prices, 
and  the  trade  deficit,  I  keep  my  eye  on 
changing  stock  prices  throughout  the 
day.  If  I  see  an  opportunity,  bam,  I  can 
buy  or  sell  in  minutes  with  the  online 
discount  broker.  Getting  PRODIGY  was 
one  of  my  smartest  investments. 

"And  investments  are  only  part 
of  the  story. 

There's  a  whole  slew  of  terrific  things 
I  do  on  PRODIGY.  I  can  get  sports  scores 
even  while  games  are  being  played,  as 
well  as  stories  and  stats  on  my  favorite 
teams.  If  there's  no  time  to  go  shop- 
ping, no  problem.  PRODIGY  has 
shopping  suggestions  and  product 
reviews.  And  I  can  order  items  like  elec- 
tronics, gifts,  and  clothing  almost  any 
time  from  dozens  of  online  retailers. 

"You  gotta  get  this  thing." 

The  PRODIGY  service,  connected  to  your 
computer  and  phone  line,  has  hundreds 
of  features  and  services.  And  it's  just 
$12.95  a  month, 
including  30  person- 
al messages.  What- 
ever interests  you, 
PRODIGY  makes  it 
more  interesting. 

PRODIGY  is  available  for  IBM  or  compatible,  and 
Macintosh'  computers.  Call  1-800-776-3693.  ext.  221, 
to  find  out  where  you  can  purchase  a  I'KOI'liiV 
Sen  Ice  Startup  Kit  now.  Or  look  for  PRODIGY 
already  included  with  many  popular  computers. 


By  Allison  Moir 
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t  has  probably  occurred  to      >  you — as  you  snapped  in,  zipped 

in  and  buckled  in — that  there  had  to  be  a  First  One.  There  had  to  have  been  a  human  being 
who  tired  of  wading  through  hip-deep  snow  and  resolved  to  find  a  better  way. 

Exactly  who  he  or  she  was  has  been  lost  to  history,  and  has  been  the  source  of  centuries  of 
good-natured  ribbing  between  the  Norwegians  and  Swedes.  The  Russians,  who  can  boast  of 
sending  the  first  satellite  into  outer  space,  can  also  point  to  an  8,000-year-old  cave  drawing  of  a 
.  skier.  Native  Americans  have  also  claimed  the  title  of  first  to  move  Fast  Through  Snow. 

The  edge,  in  our  opinion,  must  go  to  the  Norwegians.  It's  their  word  after  all — "ski,"  from  the 
Old  Norse  skith,  or  "stick." 

But  to  be  thorough  about  it,  we  offer  you  these  salient  dates  as  we  know  them  in  skiing  history  to 
let  you  draw  your  own  conclusions. 


6000  B.C.  Unknown  (but  probably 
starving)  cave  artist  in  Bessovys/edki, 
USSR,  carves  portrait  of  skier.  State- 
of-the-art  skis  made  of  animal  bones. 

2500  B.C.  Skier  in  Ho  ting,  Sweden, 
loses  one  M/2-foot  ski  in  a  peat  bog  limps 
home  on  other  ski.  Bog  arts  like  formalde- 
hyde, and  perfectly  preserved  ski  is  un- 
earthed millen ia  later. 


2000  B.C.  A  Norwegian  artist  chips 
away  at  a  likeness  of  figure  on  skis.  The 
finished  stone  resembles  a  rabbit — the 
first  ski  bunny? 

300  B.C.  Northern  Chinese  pick  up 
skiing.  Take-out  delivery  time  is  cut  by 
half  in  northern  provinces. 

1000  Vikings  try  skiing,  but  after  too 
many  of  them  fall  and  impale  themselves 
on  pointy  helmets,  they  go  back  to  ship- 
building and  conquering  use/ess  North 
At  Ian  tic  islands. 

1199  Norwegian  King  Sverrir  sends 
forth  reconnaissance  ski  troops  prior  to 
the  Battle  of  Oslo.  He  wins.  Era  of  ski 
warfare  begins. 

1200  Historian  Ola  us  Magnus  records 


Laplanders  on  skis  pursuing  reindeer: 
they  have  apparently  decided  that  eating 
is  more  important  than  timely  delivery  of 
Christmas  presents. 

1400-1600  Ski  warfare  catches  on  in 
Finland,  Poland,  Russia  and  Sweden. 

1700s  High-tech  ski  era  begins  as  a 
sophisticated  turning  and  stopping  device 
is  unveiled,  ft  consists  of  one  long  wooden 
pole  used  to  steer  and  control  speed. 
Skiing  will  resemble  gondolienng  down 
the  (fraud  Canal  for  the  next  200  yean 

1850s  A  Norwegian  from  7'e/etnark 
picks  up  a  second  pole,  thrusts  one  ski 
forward  until  the  binding  is  recti  with  the 
tip  of  the  other,  puts  Ins  weight  on  the  back 
ski  and  turns.  The  telemark  turn  is  born 
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Is  New  Tech  Better 
Than  Old  Tech? 


Lange  circa  1970 

The   '92   ski  equipment-hotter, 

faster,  flashier  than  last  year's — stares  out  at  you  from  the 
ski  shop  window.  Possessed,  you  open  the  door  to  the 
shop,  and  pick  up  a  sleek,  shiny  new  board.  One  look  at 
the  pricetag  and  you're  outside  again,  muttering  to  your- 
self that  what  you've  got  works  just  fine.  Equipment 
doesn't  change  much  over  time,  you  reason;  the  colors 
just  go  in  and  out  of  vogue. 

True  or  false? 

Tal  Newhart,  a  contributor  to  Skiing  magazine,  had 
been  wondering  the  same  thing.  "I  was  thinking,  maybe 
it's  more  important  to  invest  the  money  in  things  that 
keep  you  warm,  keep  you  dry,"  instead  of  the  super 
fancy  equipment.  So  he  conducted  an  experiment:  he 


compared  today's  top-of-the-line  equipment  to  that  of  2d 
years  ago,  to  see  if  today's  equipment  is  really  that  much 
better.  We  read  about  it  in  Skiing  magazine  and  called 
him  up  to  find  out  more. 

His  laboratory:  the  Hannenkahm  downhill  run  in  Kitz- 
buhel,  Austria,  which  he  described  as  "one  of  the 
scariest  downhills  in  the  world." 

"You  start  at  this  incredible  angle."  \eu- 
hart  explains,  coolly,  nine  months  distant 
from  the  harrowing  experience.  "You  don't 
do  anything  to  stop.  You  just  go,"  at  times  at 
50  mph.  "It  is  a  big-time,  serious  piece  of 
skiing.  Nobody  would   do  this  for  fun."   But 
Newhart  had  an  experiment  to  conduct. 

On  the  first  run,  Newhart  tested  1991  equipment,  the 
"control"  group:  "absolutely  state-of-the-art"  Rossignol 
4S  Kevlars  skis  (suggested  retail  price:  5475).  Lange  5.0s 
"The  Mid"  boots  ($425)  complete  with  Hotronic  heated 
footbeds,  and  Scott  Racers  poles  ($70).  He  was  Gore- 
Tex-ed  from  pom-pom  to  thermal  sock. 

What  was  bombing  down  the  Hannenkahm  like  on 
cutting-edge  everything?  "The  experience  was  modified 
by  the  fluidity  of  the  equipment,  the  interface  between 
me  and  the  mountain,  '  he  explains.  Then  his  voice 
grows  dreamy — in  a  word,  it  was  "smooth." 

Now  to  the  variable:  equipment  circa  1970  found 
primarily  in  his  parents'  attic.  The  skis:  Rossignol  Stratos. 
black  Lange  Comps  (some  of  the  first  all-plastic  boots) 
and    leather-strap,    turnstile    bindings.    For    outerwear. 


1860s  Ski  raring  gets  its  start  in  the 
U.S.  in  California  with  a  downhill  rare 
on  12 -foot  skis.  The  state's  reputation  as 
a  hotbed  of  trends — to  peak  in  the  next 
century  with  free  love,  surfing  and  su- 
shi— commences. 

1868  43 -year-old  Norwegian  Sondre 
Nordheim  shortens  his  skis  down  to  seven 
feet,  loops  his  heel  to  the  toe  binding  with 
a  willow  branch,  and  funis  his  skis  using 
a  "prayerful  kneeling  crouch  "  vastly  im- 
f> roving  his  speed  and  control. 

Late  1800s  Aspen  booms  as  a  silver- 
mining    town    with    a    population    of 
15,000.  Apparently  unnoticed:  the  majes- 
tic, snow-capped  mountains  winch 
ting  the  area. 

1883  Norwegians  become  the  first  to  ski 


1893 


through  the  Alps,  arming at  the  Monas- 
ten  of  St.  Bernard.  The  monks  pass  out 
in  shock  but  arr  resuscitated  by  the  casks 
attached  to  their  dogs '  collars. 

1893  Aspen  Follies.  Act  I:  Bottom  falls 
out  in  Aspen,  population  plummets  to 
600.  Majestic,  snow-nipped  mountains 
remain  intact. 


1893  Sir  Arthur  (orian  Doyle  straps  a 
pair  of  wooden  sticks  to  his  boots,  shott- 
ing the  locals  in  Dai        s  'id. 

1898  Englishman  Sir  Arnold  I  unn 
persuades  fnends  to  vacation  in  Chamo- 
m\.  ushering  in  winter  sport  tmrism. 

1903  Ma  mage  of  skiing  and  attitut;. 

ted   when    the   Chasseurs     Mpins, 
French  ski  tnwps.   arr  issued  blur  or 
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Newhart  wore  his  father's  black  Bogner  ski  pants,  wool 
sweaters,  wool  long  underwear  and  leather  gloves  com- 
plete with  rope-tow  burns. 

Out  of  the  starting  shack,  Newhart  felt  "this  sensation 
of  being  sucked  down.  Falling,  but  not  quite  vertically." 
At  the  first  turn,  he  tried  to  make  an  edge,  but  nothing 
happened.  He  was  picking  up  speed  and  nearing  the 
Mouse  Trap,  where  the  grade  of  the  mountain  increases, 
a  place  where  "you  will  go  up  into  the  air."  That  same 
morning,  Newhart  had  overheard  commentator  Bob 
Beattie  tell  a  story  of  a  young  skier  who  hit  the  Mouse 
Trap,  flew  into  the  air,  was  struck  by  a  gust  of  wind  and 
nearly  died  landing  near  a  pile  of  rocks.  And  this  kid's 
equipment  did  what  he  told  it  to  do. 

Ensnared  in  the  Mouse  Trap,  Newhart  couldn't  con- 
trol the  direction  of  the  big  skis  in  the  air  and  landed  in  a 
heap.  His  bindings  did  release,  but  he  was  smacked  in 
the  head  by  the  errant  skis.  "After  the  first  quarter  of 
the  mountain,  the  skis  wouldn't  do  what  I  required 
them  to  do  in  an  emergency  situation,"  he 
said.    The    skis    "were    deadheads,"    the 
boots  "incredibly  stiff,  like  concrete"  and 
the    leather-strap    bindings    dangerous. 
Even  the  poles  tired  his  wrists,  because 
the  center  of  mass  was  further  up  to- 
ward his  hand  on  the  shaft,  requiring 
much  more  wrist  action  to  place  them. 

"I  would  do  things  on  the  new  skis 
that  would  have  a  real  tight  cause-and-effect  relationship. 
You  do  the  same  thing  on  the  old  skis,  and  nothing  would 
happen.  Nothing.  You'd  have  to  use  these  incredibly  gross 
movements,"  Newhart  said.  "I  really  despised  being  on 
the  skis.  I'll  never  do  it  again." 

That  said,  Newhart  has  come  around  about  180  de- 
grees on  the  value  of  new  equipment.  "It  makes  the 
experience,  instead  of  work — I've  often  thought  of  skiing 


Lange  5.0  "The  Mid," 
1991-1992 

as  work — into  an  ethereal  experience.  And  this  is  just 
with  the  expenditure  of  a  few  hundred  bucks." 

(Hmmm.  Maybe  it's  time  to  let  my  10-year  old  Atom- 
ics find  their  way  to  the  attic.) 


black  spectacles  to  protect  against  snow- 
blindness. 

1907  Austrian  Hannes  Schneider  cre- 
ates the  "Arlberg  technique,"  a  ski  in- 
struction system  that  begins  with  the 
snowplow  and  advances  to  the  stem 
Christiania.  "Bend your  knees"  becomes 
institutional  phraseology. 

1908  First  downhill  race  held  at  Kitz- 
buhel,  Austria. 

1911  State-of-the-art  equipment  con- 
sists of  narrow  boards  of  ash,  oak  or 
spruce,  pointed  and  turned  up  nearly  a 
foot  at  the  toe.  Length  is  determined  by  the 
distance  their  wearer  can  reach  upwards 
with  his  hand.  Boots  are  made  of  stout 
deer-hide  shoes.  Only  one  pole  is  used, 
about  five  feet  long,  as  a  brake. 


1924  The  first  winter  Olympic  Games 
are  held  at  Chamonix,  France. 

1925  The  first  exam  given  to  ski  instruc- 
tors, in  Austria.  Bonus  question:  "Vat 
vill  ve  charge  per  hour?" 

1930s  The  Ski  Decade.  Steel  edges  are 
introduced;  skiing  spreads  to  Australia 
and  New  Zealand;  rope  tows  invented, 
which  will  discourage  dilettantes  for  an- 
other 20  years,  until  tight-fitting  ski  pants 
and  gondolas  are  introduced. 

1932  The  New  Deal's  Civilian  Conser- 
vation Corps  cuts  the  Taft  Trail,  a  tough, 
sophisticated  run  on  Cannon  Mt.  in 
Franconia,  N.H. — mollifying  ski-mind- 
ed Republicans  in  that  state.  FDR  will  be 
re-elected  three  more  times  as  a  result. 


1934  A  jacked- up  Model  T  powers  the 
first  permanent  ski  lift,  a  1 , 000-foot  rope 
tow  at  Woodstock,  Vt.  Area  glove  sales 
skyrocket. 

1935  A  Dartmouth  professor  vacation- 
ing in  the  Alps  rides  a  T-bar.  He  brings 
the  technology  back  to  N.H.,  and  modifies 
it  into  a  one-person  J -bar.  The  Golden 
Age  of  skiing  begins. 
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1940  Longest  lift  in  the  country  opens  at  Stowe,  Vt.  A  public 

relations  nightmare  occurs  on  opening  day  as  49 

newspapermen  are  stuck  on  the  lift  for  over  an  hour  in  a 

blinding  snowstorm.  Skiing  nonetheless  catches  on. 


1936  Aerial  tramways — common  in 
banana-producing  nations — are  con- 
verted into  chair  lifts  at  Averell  Harri- 
man  's  Sun  Valley,  Idaho,  resort.  Harri- 
man,  already  filthy  rich,  makes  even  more 
money. 

1936  Alpine  events  are  introduced  at 
Winter  Olympics  held  at  Garmisch,  Par- 
kin kirhen,  Germany.  Austrian  Anton 
Seelos,  keeping  his  skis  parallel  through 
the  gates,  finishes  free  seconds  ahead  of  the 
official  winner,  a  stem-turner.  Seelos  is 
disqualified  for  using  the  technique,  but 
parallel  becomes  all  the  rage. 

1936  Artificial  snow  produced  in  a 
Japanese  laboratory.  Japanese  children 
drip  red  and  white  sno-cones  down  fronts 
of  their  kimonos. 


1940  Definitive  Charles  Addams  car- 
toon, which  shows  two  ski  tracks  inexpli- 
cably straddling  a  tree,  appears  in  The 
New  Yorker. 

Late  1940s  Skiing  booms 
internationally,  with  slopes 
opening  even  in  Lebanon. 
Dispute  over  places  in  cli air- 
lift lines  offer  Christians 
ana1  Muslims  one  more  pre- 
text for  civil  war. 

1945  Aspen  Ski  Corporation  is  estab- 
lished   fry    Container    Corporation    of 
.  \  nienca,  founded  by  Walter  Pacpckc  and 
I Oth  Mountain  Division  veteran  Fncdl 
Pfetfcr.  Aesthete  Pacpkc  envisions  a  cul- 


tural community,  with  skiing  as  a  winter 
recreational  alternative.  Pfeifer,  the  ski- 
er, sees  it  the  other  way.  X either  foresees 
Hollywood  invasion  of  the  1980s. 

1946  Aspen  Follies,  Act  2:  Aspen  opens 
as  a  ski  resort  with  one  trail,  Roche  Run. 
There  is  no  snow,  and  the  lift  works  half 
the  time.  There  is  one  restaurant,  Gal- 
laghers, and  one  hotel,  the  Jerome.  "Peo- 
ple would  come  to  town  and  take  one  look 
and  leave, ' '  says  one  local  observer. 

1948  Your  tax  dollars  at  work:  the 
Marshall  Plan  creates  what  will  become 
Austria's  #2  industry,  skiing. 

1952  Using  poker  winnings  for  financ- 
ing, Howard  Head  develops  the  black 
Head  Standard  ski,  made  of  aluminum- 
covered  plywood.  Standards  are  three 
times  more  flexible  than  wooden  skis. 
Average  height:  about  7  feet. 

1953  Michigan's  Boyne  Mountain,  ele- 
vation 485  feet,  grosses  $750,000  during 
one  season.  Owner  Everett  Kircher  at- 
tributes success  to  one  thing:  "This  busi- 
ness is  built  on  sex,  sex.  sex. " 

1955  Curvaceous  German  Maria 
Bogner  streamlines  down  the  slopes  at 
Sun  Valley  wearing  white  tight-fitting 
stretch  pants.  Term  "ski  bunny"  enters 
American  vernacular. 

1967  World  Cup  competition  is  estab- 
lished. Ski  manufacturers  exult  when  the 
Cup  is  won  fry  ultra-sew  F'tnchman 
Jean-Claude  Killy. 

1967  Amazing-Rut-Stupid  Things  On 
Skis  #1:  Swiss  Sylvain  Saudan  skis 
down  the  northeast  side  of  Mf.  Blanc. 
Gradient:  about  60  degrees. 

1975  Heated  ski  boots  developed. 
Finally. 

1979  '  'Do  you  know  me?" ./.-  vde 
Killy  blows  snow  into  American  Iking 
rooms  in  American  Express  ad.  Plastic 
industry  executnes  exult. 

1980  Americans  eat  Soviets'  lunch  at 

Lake  Placid  Olyrnp; 

1982    Not-Amazing  me- 

l\  Stupid  Things  On  Shi  *2  SS  adults 
tttform  a  back  layout  flip  at  Printout, 
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LACK.  The  Dress  Shirt. 


VAN  HEUSEN 


Pack    Yourself  Off  To 

Ski  Camp  For  Grown-Ups 


"The  bowls  in  Vail  are  insig- 
nificant compared  to  what  they 
have  here,"  brags  a  Whistler 
Mountain,  British  Columbia, 
representative.  Last  year, 
600,000  skiers  discovered  this 
secret:  a  skiable  5,000  vertical 
feet  (2,000  more  than  Vail), 
sometimes  wet  and  sometimes 
dry  "Utah-like"  snow,  and  an 
array  of  new  lifts  and  trails 
resulting  from  a  recently  in- 
vested $31  million. 

A  way  to  get  trendy  and  to 
jump-start  your  skiing  abili- 
ties is  to  attend  the  Xerox/ 
Dave  Murray  Masters  Ski 
Camp  at  Whistler  Mountain. 
After  three  days  you  might  just 
attack  those  bump  runs 
straight  on — as  you  never 
have,  or  haven't  in  years. 

No  hotdoggers  or  rank  begin- 
ners here.  The  Masters  Ski 
Camps  are  for  the  solid  inter- 
mediate to  expert  who  is  "keen 
on  improvement,"  according  to 
Director      of      Racing      Peter 

Quebec,  while  holding  hands. 

1988  Car  thief  Bill  Johnson  wins  gold 
medal  for  U.S.  in  downhill  at  Calgary 

Olympics. 

1989  Japanese  buy  1.6  of  the  5.5  mil- 
Han  pairs  of  skis  bought  this  winter. 
Matsushita  announces  intention  to  pur- 
chase Colorado  Rockies. 

1989  Aspen  Follies.  Act  5:  would-be 

actress  Maria  Maples  confronts  a  pushy 
New  York  couple  outside  a  local  In,. 
Wax  melts  in  all  directions. 

1991  Future  of  skiing  is  cast  info  doubt 
as  cellular  telephone  servia  becomes 
available  for  $20  per  day  with  $2  per 
minute  usage  charges  at  Vail.   Keystone 

and  Hreckcnndge.  Skiing  casualties  soar. 


Young.  "Fairly  intensive"  in- 
struction in  free-skiing,  sla- 
lom and  giant  slalom  by  former 
members  and  coaches  of  the  Ca- 
nadian Ski  Team  is  "one  of  the 
fastest  ways  to  improve  your 
skiing."  You  learn  to  apply  rac- 


.4/  Whistler  Mtn.,  B.C. 

ing  methods  and  gate  instruc- 
tion to  improve  your  recre- 
ational skiing.  And  on  the  last 
day,  you  schuss  your  stuff  in  a 
timed  "Fun  Race." 

Get  used  to  seeing  yourself 
on  TV,  because  the  camp  uses 


video  extensively.  "We  video 
each  group  every  day,"  Young 
explains.  "They  go  in,  watch 
themselves  skiing,  get  some 
comments  from  their  coach, 
and  go  back  out  onto  the  hill 
again  and  try  to  put  it  to  use. 
It's  immediate  feedback." 

Your  80  or  so  fellow  campers 
are  usually  50%  Canadian;  the 
rest  are  from  the  U.S.,  Europe, 
Australia  and  Japan.  Of  the 
900  participants  each  year, 
60%  are  "returnees";  they've 
clearly  had  too  much  fun  at 
camp  to  be  homesick. 

Xerox/Dave  Murray  runs  1 1 
three-day  camps  ($235,  lift 
ticket  not  included)  from  De- 
cember through  March,  and 
one  five-day  camp  ($412)  Feb- 
ruary 24-28.  Contact  Whistler 
Mountain,  British  Columbia, 
604-932-3434.  Accommoda- 

tions: Delta  Mountain  Inn, 
604-932-1982  (double  room 
$173)  or  Chateau  Whistler. 
604-938-8000  (double  $212).  Z 
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Eternal  beauty. 


Designing  a  beautiful  watch  is  a  challenge. 
Creating  a  watch  whose  beauty  will  last  unblem- 
ished year  after  year  seems  impossible. 

Presenting  the  impossible:  La  Coupole  'Ceramique.' 

This  unique  sapphire  and  high-tech  ceramic  watch 
is  more  comfortable  than  any  you've  ever  worn. 

Made  by  Swiss  craftsmen,  with  a  precision  quartz 
movement  in  a  water-resistant  case,  La  Coupole 
'Ceramique'  sets  a  new  standard  for  the  fusion  of 
technology  and  design.  For  men  and  women. 


-/I  diffemfmld 


The  dome-like  scratchproof  sapphire  crystal  is 
bonded  to  a  case  and  bracelet  of  scratchproof 
high-tech  ceramics  (similar  to  those  used  in 
spacecraft). 


RADO 

Switzerland 


MAYORS 

Fine  Art  of  Giving 


Throughout  Central  and  South  Florida. 
For  the  Mayors  nearest  you  or  for  information,  please  call  1-800-4-MAYOR'S. 
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Thanks  to  AM  International  800  Service, 
bike  sales  in  Canada  have  been  picking  up  speed. 


AT&r  International  800  Service. 


A  toll-free  number  from  AT&T  can  help  a  business 
peddle  its  bikes  in  Canada. 

Or  just  about  anything  else. 

If  you're  a  manufacturer,  you  can  use  it  to  help 
your  customers  place  orders  or  get  their  questions 
answered. 

Financial  firms  can  use  it  to  help  clients  access 
information  or  reach  their  broker. 

And  travel -related  businesses  can  use  it  for  booking 
reservations. 

It  doesn't  matter  what  you  sell.  Or  how  much. 


Because  AT&T  International  800  Service-Canada  has 
options  to  fit  the  very  smallest  to  the  wry  largest  companies 
And  now  a  lower  price  to  make  it  even  more  affordable, 

Call  1  800  222-0400,  Ext.  26l6  for  more  information 
on  getting  AT&T  International  800  Service  In  Canada 

And  help  get  your  sales  curve  climbing 

A  World  of  Help*'  from  AT&T. 


AT&T 
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Ski  The  Trail  Where  The  10th  Mountain  Trained 


"The  Whitecoats  Are  Coming, 

The  Whitecoats  Are 


After  three  years  and  one  month  of  rigorous  altitude 
training,  snow  camping  and  ski  training  at  Camp  Hale, 
Colo.,  during  World  War  II,  members  of  the  10th  Moun- 
tain Division  feared  they  would  miss  the  conflict  alto- 
gether. The  only  action  they  had  seen  was  in  August 
1943,  when  the  Japanese  approached  the  Aleutian  Is- 
lands in  Alaska.  The  10th  was  dispatched  to  repel  them, 
"but  the  Japanese  had  left  a  week  before  we  got  there," 
one  veteran  remembers  ruefully.  "The  opportunity  for 
ski  troops  was  pretty  remote." 

That  is,  until  a  bitter  stalemate  in  the  Apennine 
Mountains  in  northern  Italy,  near  the  end  of  the  war.  In 
January  1945,  the  15,000  American  ski  troops  landed  just 
north  of  Florence.  Their  assignment  was  to  break 
through  the  "Gothic  Line,"  where  23  German  divisions 
had  faced  20  Allied  divisions  without  resolution  for  over  a 
year.  If  the  Line  could  be  collapsed,  northern  Italy  would 
fall  to  the  Allies,  and  the  Germans  would  be  forced  back 
into  Austria. 

The  members  of  the  10th  were  mainly  college  kids 
conscripted  by  the  head  of  the  National  Ski  Patrol,  Minot 
"Minnie"  Dole.  They  were  there  because  they  liked 
skiing;  as  one  of  them,  Fritz  Benedict,  said:  "I  was 
drafted  into  the  infantry,  and  that  sounded  a  lot  better 
than  being  in  boot  camp  in  Louisiana." 

By  the  time  they  reached  Italy,  they  were  hungry  for 
combat.  It  came  their  way  quickly.  First  there  was  the 
assault  of  Riva  Ridge  on  Mt.  Belvedere,  a  sheer  1,500- 
foot  rock  wall  up  to  a  key  observation  point,  where  the 
10th  had  to  chop  ice  steps  in  places  made  impassable  by 
glare  ice.  Casualties  were  mercifully  light,  but  worsened 
on  the  last  night  when  the  Germans  poured  down  ma- 
chine gun  fire  on  them,  decimating  whole  battalions  in  a 
withering  three-day  defense,  before  retreating.  The  final 
step  was  to  spearhead  the  Allied  attack  through  to  the  Po 
River  Valley,  the  last  reliable  German  source  of  muni- 
tions, equipment  and  food. 

By  May  2,  1945,  when  peace  in  Italy  was  announced, 
the  10th  Mountain  Division  had  chased  the  Germans 
within  20  miles  of  the  Austrian 
border.  They  had  also  sustained 
the  heaviest  casualties  of  any  divi- 
sion in  Italy:  992  men  killed,  and 
4,154  wounded  in  114  days  of 
fighting. 

The  spirit  of  the  10th  Mountain 
Division  lives  on  today  at  the  10th 
Mountain  Trail,  a  300-mile,  nearly 


Coming!" 


continuous  loop  of  backcountry  trails  from  Aspen  to  Vail, 
Colo.  In  1980,  10th  Mountain  Division  veteran  Fritz 
Benedict  skied  the  Haute  Route,  a  hut-to-hut  system  in 
the  Alps.  He  returned  home  inspired  to  make  an  Ameri- 
can Haute  Route  through  the  Camp  Hale  area  where  he 
had  once  trained. 

The  fruit  of  his  idea  was  a  series  of  huts,  where  12,195 
skiers  spent  nights  last  year. 

The  huts,  at  10,300  to  1 1,700  feet,  are  spaced  one  day's 
ski — six  to  seven  miles — apart,  through  and  over  spectac- 
ular peaks.  Heated  by  wood  stoves  and  electrified  by 
solar  panels,  the  huts  sleep  16  comfortably,  but  in  plat- 
form beds.The  facilities  are  outside. 

The  terrain  is  rough,  and  that's  the  fun  of  it — getting  a 
taste  of  what  the  10th  Mountain  Division  had.  The  Trail 
is  for  the  skier  who's  tired  of  lift  lines,  neon  and  hype, 
and  looking  for  ungroomed  cross-country  adventure.  One 
must  be  an  intermediate  cross-country  skier  who  can 
perform  step  turns  and  control  his  speed  with  the  snow- 
plow.  Backcountry  skis — not  cross-country — are  used, 
since  they  are  heavier  and  have  edges,  very  necessary 
when  your  heels  are  not  strapped  down. 

Contact  the  10th  Mountain  Trail  Association 
(303-925-5775)  to  make  reservations  at  the  huts,  which 
cost  $20  per  person  per  night. 

Unless  you  are  handy  with  a  compass  and  skilled  in 
avoiding  avalanches,  have  your  trip  organized  by  Para- 
gon Guides  (303-949-4272).  Paragon  leads  three-  to 
eight-day  trips,  and  they  cache  your  food  and  sleeping 
bags  at  the  huts,  cook  "backcountry  gourmet  meals"  and 
rent  equipment.  The  cost  is  $150  per  person  per  day. 

The  10th  Mountain  Division  trained 
in  Camp  Hale,  Colo. 
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Holiday  Chalets 


In  1960,  $3,900  and  two  days  of  a  laborer's  work  would  get  you  an  A-frame  ski  house — that 
abominable  American  contribution  to  ski  resort  architecture. 

Europeans,  however,  have  always  understood  that  a  skier  spends  less  than  one-third  of  his 
day  squeezed  into  molded  plastic  boots.  Hence  the  plush  chalets  with  deep  duvets  and 
well-stocked  bars  in  the  Alps  and  Pyrenees. 

Below,  FYI  presents  ski  villas  in  the  U.S.  and  on  the  Continent,  each  with  a  decidedly 
European  attitude  towards  the  ski  vacation. 


Gstaad.  Switzerland  ib+ 


Traditional  Swiss  timber  chalet  with  balcony 
running  around  three  sides,  affording  phe- 
nomenal views  of  the  Alps.  Near  the  Palace 
Hotel.  Sleeps  8.  Rates:  $14,1 00 /week.  Con- 
tact: Overseas  Connection,  516-725-9308. 


\ 


4-m.   Sundance,  Utah 

Rustic  Western  decor,  hand-hewn  posts  and 
39-trail Sundance  ski  area  in  your  backyard . 
Park  City  and  Deer  Valley  are  10  miles  away. 
and  Salt  Lake  City  is  20  miles  away.  Sleeps 
8.  Rates:  $5,250/week.  Contact:  Overseas 
Connection,  516-725-9308. 


Beaver  Creek,  Colo.  m-> 

Ski  in,  ski  out  onto  Pitchfork  Trail,  near  the 
Strawberry  Park  lift.  Glass-enclosed  swim- 
mingpool  and  hot  tub  overlooking  mountain, 
pool  table,  two  fireplaces,  large  living  and 
dining  areas.  Sleeps  12.  Rates:  $17, 710/week 
(high  season),  $9,240/week  (other).  Contact: 
Sally  Bechtol,  Hemingway  Vacation  Homes 
International,  800-  747-  7272. 


<-m  Sun  Valley,  Idaho 

Post-and-beam  house  with  Mexican  tile 
floors,  bay  windows,  floor-to-ceiling  library. 
Two-minute  drive  to  River  Run  lift.  Mini- 
mum stay  is  two  weeks.  Sleeps  6.  Rates: 
ST.OOO/week.  Contact:  Sally  Bechtol. 
800-747-7272. 


COURCHEVAL,  FRANCE    m+ 

Immense  chalets  have  ban  dn  ided into  three 
luxury  apartments.  Xewlv  decorated  with 
canopy  beds,  fine  fabrics  and  beautiful  fur- 
nishings, hive  minutes  from  ski  lifts.  Sleeps  8, 
Rates:  $1 1 ,000/week.  Contact:  Overseas 
Connection.  516-  725-  93i  Vv 
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Coming  Jan.  25.  EuroLuxe  cruising.  On  a  stunning  nezv  ship,  tlie  CostaClasska.  No  other  Caribbean  cruise  offers  such  festive  European  atmospfiere. 

An  Exciting  New  W  Of  Cruising 
Is  GomingTo  America. 


Our  full  casino  is  wrapped  in  elegance. 


Italian  cuisine,  prime  beef,  Maine  lobster.    Stay  fit  in  our  splendid  European  spa.        Dine  amidst  fine  china,  crystal  and  flowers. 


She  glides  into  view,  a  commanding  presence  in  Caribbean 
harbors.  Something  in  her  classic  lines  recalls  the  glorious 
era  of  transatlantic  liners;  yet  this  ship  borrows  little  from  the 
past.  This  is  the  CostaClasska.  With  her  arrives  a  standard  of 
elegance  and  service  so  unprecedented,  there  was  not  even  a 
name  for  it  until  now.  EuroLuxe. 

Nearly  $325  million  has  been  spent  in  pursuit  of  one  goal: 
ultimate  passenger  comfort,  in  an  environment  of  exquisite 
richness  and  charm.  Cappuccino  is  sipped  from  Limoges  china. 
Real  gold  sparkles  among  the  tiles  of  the  spa.  A  concierge  ful- 
fills your  every  wish,  just  as  in  Europe's  finest  hotels. 

Alternating  7-day  itineraries  will  depart  Ft.  Lauderdale: 
Ocho  Rios,  Grand  Cayman,  Playa  del  Carmen  and  Cozumel; 
or  San  Juan,  St.Thomas  and  St.  Maarten.  Call  your  travel  agent 
and  celebrate  the  inaugural  season  of  EuroLuxe.  From  $895f 
Book  early  and  save  up  to  20%  on  certain  categories.  For 
a  free  brochure  call  1-800-322-8263  ext.  735. 


Swim  and  sunbathe  in  EuroLuxe  splendor. 


Explore  the  Eastern  or  Western  Caribbean. 


Kick  up  your  heels  in  our  disco  of  glass.      Here's  what  EuroLuxe  feels  like:  total  joy!      Great  shows  in  a  Renaissance  theater.         No  other  ship  pampers  you  so  shamefully. 

Euro#Luxe  Cruises 

European-style  luxury  in  Caribbean  cruising.  From  Costa  Cruise  Lines. 

'Per  person,  double  occupancy,  cruise  only,  category  1,  Super  Value  Season  sailings  (8/29-10/3  and  11/28-12/12, 1992).  Port  charges  $65  per  person.  Certain  restrictions  apply.  Ship's  registrv,  Italy 
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Face  of  Bell  Mt. 

at  Aspen,  Colo. 

"Being  a  rather 

aged  skier  with 

not  much  left  in 

the  way  of 

knees,  I  could 

ski  it  for  a  whole 

week  without 

having  my 
knees  swell  up 
on  me." — Rick 
Kahl,  editor  of  Ski- 
ing magazine. 


Centennial  at  Beaver 
Creek,  Colo.  "Originally 
cut  for  a  1976  downhill 
race,  which  never  took 
place.  One  of  North  Ameri- 
ca's greatest  cruising 
runs." 
Itedham,  editor  of 
Ski  magazine. 


The  Eagle  Ski 
Club,  Gstaad, 
Switzerland. 
"Great  lunch 
and  nabob- 
watching." 
— Taki,  interna- 
tional journalist 
and  bon  vivant. 
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Gross  Ventre 
(Big  Stomach)  at 

Jackson  Hole, 

Wyo.  "A  gentle 
two- mile 

trough.  Watch 
out  for  the  belly 

button." — Eds. 
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Oberlech,  Austria.  "There 
are  four  or  five  schnapps 

stops  all  over  the  moun- 
tain, and  you  breeze  right 
in  for  a  pop  with  your  skis 

on." — Paul  Matthews,  ski 
resort  designer.      ^ 
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Outer  Limits  at  Killington. 
Vt.  "Volkswagen-sized  mo- 
guls, top  to  bottom." 
—  The  editors 
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Nose  Dive  at 
Stowe,  Vt.  "You 
know  that  I'm 
an  old-time  ski- 
er when  I  say 
Nose  Dive's  my 
favorite  trail — 
beside  my  own 
mountain,  that 
is."  —John  Oko- 
lovich,  director  of 
Killington  ski 
school. 
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Dave  Murray 
Downhill  at 
Whistler,  Brit- 
ish Columbia. 
"Makes  an  inter- 
mediate feel 
what  it's  like  to 

do  a  down- 
hill."—Paul  Mat- 
thews, ski  resort 
designer. 


I 

Riva's  Run  at  Vail,  Colo. 
"An  easy  ridge  trail, 
plunging  to  black  dia- 
mond serpentines." 

—  Eds. 


;  Pre  at  Ai- 
lille  Rouge 
(?The  Red  Nee- 
le")  in  Les  Arcs, 
rrance.  "I  love  it 
lecause  the  ele- 
vation change  is 
spectacular — al- 
Jmost  7,800  ver- 
tical feet." 
•Peter  Shelton,  au- 
thor of  The  Snow 
Skier's  Bible. 


Suppose  all  your  favorite 

ski  runs — and  hangouts — were 

conveniently  located  on 

one  mountain?  We  asked  ski  pros 

and  ski  sybarites  (including- 

ourselves)  to  do  exactly  that — 

assemble  the  perfect  slope. 


Hornli  trail  at 
Zermatt,  Swit- 
zerland. "You 
ski  down  the 
face  of  the  Mat- 
terhorn.  If  the 
trail  doesn't  get 
you,  the  view 
will."  —Skip 
Baissel,  Hickory 
&  Tweed  ski  shop 
in  Armonk,  N.Y. 
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Ruthie"  Run  at 

Aspen,  Colo.  "I 

helped  cut  that 

trail,  and  the 

corkscrew  really 

gets  people." 
— Steve  Knowl- 
ton,  10th  Moun- 
tain Division 
veteran. 
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WTjaf  /swV  wrong  with  this  picture? 


Behold  The  Balloon  Brandy  Snifter! 


Bv  Don  Vivant 


ehold  the  balloon  brandy  snifter!  A  glorious 
thing  truly,  gleaming  there,  Grail-like,  in  the 
after-dinner  candlelight,  luminous  in  the  aura  of  well-be- 
ing and  good  feeling  that  pervades  the  table.  It  has  the 
self-contained  unity,  coherence  and  harmony  of  form  that 
so  delighted  the  Greeks,  yet  it  also  has  the  gravid, 
graceful  full-bellied  sensuality  of  a  Renaissance  Aphrodi- 
te, warm  and  womanly. 

But  let  us  not  rush  so  to  praise.  Let  us  analyze  this 
beauty  in  a  number  of  ways:  for,  as  we  are  aware,  the 
essence  of  true  connoisseurship  is  that  interpretation 
always  precedes  evaluation.  Complete  appreciation  is  a 
matter  of  complete  comprehension. 

But  oh,  it  is  a  lovely  thing,  the  balloon  brand\  snifter. 
and  demonstrably  so  b\  whatever  aesthetics  one  chooses 
to  use  at  the  moment.  It  has,  for  instance,  the  three 
aspects  of  beauty  laid  down  by  Thomas  Aquinas — integri- 
tas,  consonantia  and  claritas — which  James  Joyce  has  his 
young  hero.  Stephen  Dedalus,  interpret  as  the  three 
phases  of  apprehension  of  a  beautiful  object:  you  per- 
ceive it  (there  on  the  table);  you  recognize  it  ("Oh,  we're 
going  to  have  brandy");  and  then  the  object  confers 
satisfaction  to  the  beholder. 

A  transcendent  object  should  present  pleasure  to  all 
five  senses.  Touch:  we  hold  the  snifter  in  our  palm, 
caressing  it  like  a  bosom.  Smell:  we  gcntK  sniff  the  fiery 
fumes,  inhale  the  aromatic  aroma.  Sight:  the  snifter,  now 


the  brandy's  finally  in  it,  is  loveiier  than  ever.  Taste:  we 
sip,  and  feel  the  brandy's  warmth  in  the  mouth,  and  then 
the  release  of  its  flavors.  Sound:  we  hold  the  snifter  up  to 
the  ear — like  listening  to  the  surf  in  a  sea  shell — and  hear 
the  decades  of  the  Cognac's  aging,  silently  and  quietly,  in 
the  dark  cellars  of  La  Belle  France.  You  just  can't  do 
these  sorts  of  things  with  an  ordinarv  glass 

Admittedly,  the  snifter's  physical  and  functional  beau- 
t\  contradicts  its  rather  ugly  name.  "Snifter."  after  all. 
doesn't  sound  beautiful.  One  of  the  word's  earl\  in 
according  to  the  O.F.D..  is  Tristram  Shandy's:  "He  shall 
neither  hawk,  or  spit.  Of  snift."  It  recalls  snorting  (in 
disgust),  or  sniffing  (in  disdain),  or  sniveling  (in  fear)  or 
snuffling  (with  a  cold).  None  of  that  matters!  Th 
shouldn't  be  judged  b\  what  they're  called.  an\  more 
than  you'd  judge  I  CM. A.  man  b\  his  cover. 

The  snifter  has  a  distmctK  odd  shape,  not  usuall\ 
found  in  nature,  rather  like  the  pelican — actually  rather 
the  opposite  of  a  pelican,  of  which  Ogden  \ash  famousK 
said.  'Its  beak  can  hold  more  than  its  belly  can."  One 
could  speculate  whether  the  shape  is  the  product 
evolution  or  invention.  Did  the  snifter  gradual!)  become 
small-mouthed  .md  big-bellied  b\  surviving  other 
well-adapted  species  of  glasses  used  for  spirits  over  the 
millennia — proving  its  fitness  for  its  function?  Or  was  it 
the  instantaneous  creation  of  one  divmeK  inspired  hand 
and  came  full-blown  to  His  palm:  It's  like,  did  the  c 
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evolve  its  similarly  curvy  egg-sha- 
pedness,  or  is  it  the  fully-formed  con- 
ception of  some  inspired  chicken? 

But  there  is  another  value  to  this 
fearful  symmetry:  the  snifter's  use- 
fulness. It  is  a  triumph  of  that  tenet 
| of  modernist  aesthetics  which  says,  "Form  follows  func- 
tion." Contemporary  functionalism  is  too  often  associat- 
ed with  the  elegant  but  harsh  rectangularities  of  modern 
architecture,  while  curves  are  usually  associated  with 
post-modernist  frivolity,  not  to  say  folly: 


pttf-rC* 


^> 


U.N. 


yaC^t 


cjaa, 
trool 


But  the  balloon  brandy  snifter  shows  that  form  can 
follow  function  curvaceously.  The  function  of  the  snifter 
is  succinctly  stated  by  Irma  Rombauer:  "The  brandy 
glass  is  held  cradled  in  the  hand,  both  before  and  during 
drinking,  to  warm  the  liquor  and  release  its  aroma."  And 
what  the  form  does  is  present  a  large  area  of  the  glass  to 
be  warmed  by  the  palm  of  the  hand,  but  also  present  only 
a  small  open  area,  so  as  to  direct  the  fumes  to  the  nose  of 
the  person  doing  the  snifting  (you,  presumably). 

Another  function  of  the  small  opening  of  the  glass  is  to 

permit  you  to  twirl  the  liquid  as  it  rests  in  the  palm  of 

1  your  hand,  without  the  liquid  sw irling  up  and  out.  Oh,  it 

is  a  triumph  of  form  following  function,  is  our  bully 

snifter! 

And  still  another  function  of  the  small  opening  at  the 
top  of  the  glass  is  to  make  sipping  mandatory  and  gulping 
difficult.  The  glass  is  not  made  for  chug-a-lugging  like 
the  stein,  and  brandy  is  not  for  tossing  off  like  vodka.  It  is 
for  candlelight  and  conversation.  It  is  for  reminiscence 
and  romance.  It  is  an  after-dinner  drink,  but  not  a 
nightcap — more  an  enhancement  of  the  after-dessert 
demitasse.  It  would  be  melancholy  to  drink  it  alone. 

Rather,  brandy  is  for  well-chosen  company — the  kind 
of  gathering  that  would  fall  silent  to  listen  to  Conrad's 
Marlow  as  he'd  tell  what  happened  to  him  in  Youth  or 
way  upriver  in  Africa  in  Heart  Of  Darkness.  Brandy's  not 
for  the  kind  of  gathering  where  you  interrupt  one  another 
and  talk  loud  and  break  into  bursts  of  laughter.  Rather  it 
is  for  exchange — of  opinion  or  of  narrative  or  advice,  or 
perhaps  even  compliments. 

You  twirl  the  brandy  in  your  palm,  peer  into  it  from 
time  to  time,  inhale  it,  sip  it,  listen  and  talk  until  the 
evening  ends.  One  brandy  is  probably  enough,  if  you 
have  been  poured  the  right  amount  to  begin  w  ith. 

And  here,  once  again,  the  snifter's  form  fulfills  its 
function  perfectly,  for  it  has  its  own  secret  built-in  mea- 
suring cup.  To  pour  the  right  amount  of  brandy,  put  the 
snifter  down  on  its  side  on  the  table,  steadying  it  with 


your  hand,  and  then  fill  it  to  the  edge  of  the  glass. 

When  the  snifter  is  stood  back  upright,  it  will  be  filled 
to  the  right  level  precisely.  No  other  kind  of  glass  can 
make  this  claim!  It's  the  balloon's  billow  that  makes  all 
this  possible.  You  could  try  the  same  method  with  other- 
shaped  glasses,  of  course,  but  I  assure  you  you'd  get 
pretty  much  purely  nowhere. 

(Surprisingly,  the  Cogna- 
cais   don't   use   the   balloon    ^oj^L 
brandy  snifter,  preferring  a  V_A, 

tulip-shaped      \essel.      and       tt&Xo. 

they  lecture  any  American 
who  will  listen  about  choos- 
ing the   proper  glass.   Turn  a  dear  ear.   we   say;   we'll 
cheerfully  purchase  and  consume  their  magnificent  liq- 
uid, and  stick  to  our  balloons.) 

\nd  this  invokes  another  appropriateness:  perhaps  just 
because  the  balloon  brandy  snifter  alone  of  all  vessels 
contains  within  itself  the  measure  of  its  own  capacity,  so 
it  can  serve  as  a  lesson  and  example  for  all  the  ladies  and 
gentlemen  privileged  to  use  it.  For  should  we  mistake 
our  own  capacity,  and  fill  our  own  personal  cups  to 
overflowing,  then  the  consequences  of  this  overindul- 
gence in  beauty  becomes  the  epitome  of  ugly. 

In  one  of  his  most  famous  essays.  "Compensation," 
Emerson  discusses  the  inevitable  dualism  that  he  says 
"bisects  nature."  Everything  compensates  for  everything 
else,  is  the  way  the  world  works,  he  says.  The  good 
compensates  for  the  bad  and,  unfortunately,  vice  versa. 
This  accounts,  I  think,  for  the  very  special  kind  of 
hangover  that  God  in  His  wisdom  (and  in  accordance 
with  the  Emersonian  law  of  compensation)  has  seen 
appropriate  to  assign  to  overindulgence  in  brandy.  Beau- 
ty and  the  beast.  Night  and  day.  We  could  describe  this 
consequent  experience  (the  brandy  hangover),  analyze 
and  evaluate  it  and  so  on,  but  we  could  never  learn  to 
relish  it  (oh,  no!).  Comprehension  will  never  lead  to 
appreciation  here,  for  what  we  face  is  the  absolute  mirror- 
image  of  the  beauty  of  the  night  before. 
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Moderation  in  all  things,  said  the  Greeks,  and  so  say 
the  distillers'  associations  and  M.A.D.D.  women  and  all 
wise  men.  But  with  immoderation  all  things  change. 
Here  is  given  some  substance  to  that  errant  idea  of 
aesthetics  that  "Beauty  is  in  the  eye  of  the  beholder." 
Because  in  the  morning,  if  you've  had  too  many  snifters 
of  brandy,  what  the  eye  of  the  beholder — the  jaundiced 
and  bloodshot  eye  of  the  be- 
holder, your  eye — may  behold 
when   you   gaze   on   the   hand   C^  L^ 


that  only  the  night  before  cra- 
dled such  beauty  in  its  palm —  / 
your  palm — is  this!  <? 
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His  suit  by  Norman  Hil- 
ton. Shirt  and  tic  by  Fer- 
rell  Reed.  Shoes  by  Fd- 
ward  Green.  Topcoat  by 
Alfred  Dunhill.  Gloves  by 
Brooks  Brothers.  Her 
clothing  by  Donna  Karan. 
Far-rings  by  Bobhouse. 
""Bag  by  Paloma  Picasso. 
Yvette's  nappa  leather 
suit  by  Cerruti  1881.  Sun- 
glasses by  Michele  Lamy 
and  gloves  by  Tally  B.  at 
Showroom  Seven.  Hand- 
bag by  Paloma  Picasso. 
Shoes  by  Manolo  Blahnik. 
Barrings  by  Rokoff.  Lug- 
gage, in  walnut  tweed  with 
belting  leather  trim,  by 
Hartmann.  Photographed 
at  The  St.  Regis  Hotel, 
Fifth  Avenue  at  55th 
Street.  For  reservations 
and  information  call 
800-759-755(1 


Produckd  And  Styled  By  Mark  Grischkk 


Photographs  By  Tom  Tax  kk 
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,\  rrive  St.  Re  £i  s  .  Th  e  fl  i  £  h  t  w  a  s  late 

At  least  the  bags  didn't  e  n  d  u  p  i  n 

Baltimore.  Or  7  u  I  s  a  . 


New  York 
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S  \TLRDA  )  .  19:30  A  M. 

Th  e  h  u  m  i  d •  r  a  t  N a  t  S  h  e  r  m  a  n  . 
Love  the  smell  here.  Excuse  me. 


His  clothing   h\    Polo   h> 
Ralph    Lauren.    Stainless 
steel    and    gold    Chrono- 
graph 1950  watch  h\  M... 
vado.  Boxed  chocolates  h> 
Godiva.    Her  clothing   h\ 
Ralph   Lauren.   Handbag 
b\  Bally.  Barrings  b\  Ro- 
kofT.     Yvette's    suit     and 
blousehy  Giorgio  \nnani. 
Necklace  h\  Eric  Beanma 
at  Showroom  Sc\en.  Ear- 
rings and  bracelet  S\  Isaac 
Manevitz  lor  Hen- \tnun. 
Shoes b>  Manolo  Blahnik. 
Nat  Sherman.  "Tobacco- 
nist To  The  World."  at  5<K> 
Fifth         V  venue.        212- 
246-5500. 


hristian  Dior 


It 's  you. 
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His  blazer  and  pants  by 
Alfred  Dunhill.  Cashmere 
turtleneck  by  Ballantyne. 
Socks  by  Gieves  & 
Hawkes  Hosiery.  Shoes 
by  To  Boot.  Ray-Ban 
Clubmaster  sunglasses  by 
Bausch  &  Urnib.  Her 
clothing    and    accessories 

stian  Dior.  Yvet- 

hing  and  accesso- 
Christian    Dior. 

n  Dior  Boutique, 

h  Avenue. 
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jacket,  shirt  and  tie  by 
ph  Abboud.  Calvary 
twill  pants  and  cashmere 
vest  by  Paul  Stuart,  Pock- 
et square  by  Fen-ell  Reed. 
Socks  by  Polo  Hosiery. 
Shoes  by  Walk-Over. 
Speedmaster  Classic  18k 
gold  watch  by  Omega.  Her 
clothing  and  accessories 
by  Chanel.  Shoes  by  Su- 
san Bennis  Warren  Ed- 
wards. Mini  Kelly  hand- 
bag in  purple  lizard  by  Luc 
benoit.  Doll,  robot,  panda, 
golf  cart  and  clubs  from 
FAO  Schwarz.  Black 
leather  clutch  and  silk 
scarves  by  Carrier.  PI 
ing  card  and  domino 
by  Mark  Cross.  Ch 
lates  from  Godiv 
Fringed  scarf  by  Tiffany  & 
Co.  Loafers  by  Gucci 
Cashmere 
Bergdorf 
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Back  in 

the  Presidential 

Suite  5.-30  pm. 

Sure  we  didn't  forget 

a nyone ?  Th an k 

God  we' re  going  back 

on  a  wide  body. 
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7:40  I'M.  Do  I  look  all  right? 
(ire at ,  darling.  Just  .  .  .  %rei 
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I  lis   tuxedo   ;md    accesso- 
ries h\    Mni.iks   Brothers, 
I  Icr     clothing     h\      ><  vcs 
Su'inl        l.uuix-nl        Ki\ 
(iiiuchv.  Kurrtngs  b>    Ro- 
koll.  fcwninghiigb)  Ball\. 
^  vettc's  drvss  h\  <  icoflrc) 
licvnc.    hurriiigs  b>    I 
licunmu.  Shoes  b\    M;tn- 
olo    Itl.ibnik.    S.iliii    1'inc- 
lope  handbag  b\   I  .ik*  be- 


A i  ii  i<  in i  s ii o  w.  L i  s r i  v.i s s i 
r  i  s  /  i  IRA  N  /  \  i  Til  i:  S  7    R  i  a  i  s 
(i  el  ih  e  c  h  eck,  d  a  r  I  i  n  fi .  s  u  d  d  e  n  ly  I 
fe  el  like  to  o  m  s  e  r  v  i  re  .£ 
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I  lis  tuxedo  In  Nick  I  lillon 


llruoks  Brothers.  Tic  In 
IciTill  Heed.  Antique  lSk 
£okl-and-cnamcl  cufflinks 
and  Muds  .it  A  la  Vicille 
Kussic.  IHk  tfold  Cougar 
watch  In  ('artier.  Her 
dress  In  I'aulinc  Trigerc. 
Diamond  necklace  and 
earrings  In  I  larr\  Win- 
ston. Diamond  watch  In 
Vachcron  ( Innstantin. 
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The 


by  Frederick  Waterman 
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"Turbo-charged!"  the  tv  ad  shouts. 

I  do  not  stir. 

"Automatic  stability  control!" 

I  yawn. 

"Variable-path  intake  manifold!" 

I  reach  for  the  TV  remote  control. 

"Counter-rotating  balance  shifts!" 

Click.  They  do  not  understand.  I  am  immune. 

For  21  years,  I  have  driven  the  same  car — a  1965 
Volvo.  It  isn't  a  flashy  classic;  it  looks  like  a  London 
cab  dipped  in  bleach  and  left  in  the  dryer  too  long. 
But  style  isn't  important  for  a  car  with  440,000 
miles — it  doesn't  have  to  make  a  statement;  it's  so 
venerable  it's  fashionable. 

By  the  mid-1960s,  the  automakers'  strategy  for  de- 
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signed  obsolesence  was  going  strong.  But  there  was  a 
glitch — no  one  had  told  the  Swedes;  they  kept  thinking 
"durable"  was  a  virtue.  For  a  few  more  years  they  built 
cars  to  last — they  even  advertised  it.  Detroit  must  have 
dispatched  a  special  envoy  to  set  them  straight,  but  the 
damage  had  been  done:  the  Swedes  had  built  hundreds 
of  thousands  of  cars  which  wouldn't  die.  And  that  meant 
hundreds  of  thousands  of  drivers  weren't  going  to  need 
another  car  for  a  disturbingly  long  time. 

My  father,  a  carrier  of  the  frugal  gene,  bought  the 
Volvo  new  in  Denver  for  $2,400.  After  five  years  and 
70,000  miles,  he  gave  it  to  me,  saying:  "Here,  you  can  get 
the  last  10,000  or  15,000  miles  off  it."  Instead,  I  have 
driven  it  370,000  miles,  about  equal  to  15  trips  around  the 
Earth's  equator. 

By  other  measures,  that  is  from 
Richard  Nixon  to  George  Bush;  Janis 
Joplin  to  Madonna;  Willie  Mays  to 
Bo  Jackson.  The  same  radio  has 
tuned  in  the  Watergate  hearings, 
Secretariat  completing  the  Triple 
Crown,  Elvis  Presley's  death,  the  Ol- 
lie  North  show  and  General  Schwarz- 
kopf s  press  briefings.  I've  driven  the 
Volvo  from  high  school  through  col- 
lege and  well  into  adult  life,  while 
the  girls  in  the  passenger  seat 
changed  from  their  teens  to  their  20s 
and  into  their  30s.  They  still  turn 
down  the  visor  to  look  in  the  mirror, 
but  now  they  check  makeup,  not 
ribbons  in  their  hair. 

Cars  aren't  supposed  to  last  this 
long.  It  seems  bizarre  to  people — 
like  a  40-year-old  dog — and  their 
questions  are  always  suspicious. 

"440,000  miles?" 

"That's  right." 

"It  can't  be  the  same  engine." 

"No,    the    first    one    only    went 
170,000  miles.  I  pulled  an  engine  out 
of  a  junked  car  and  it  went  another 
170,000.  The  third  engine  is  from  a  junked  car  too;  I've 
put  100,000  miles  on  it,  so  it's  getting  broken  in." 

"Doesn't  this  car  rust?" 

"It  does,  but  every  two  years  I  have  the  rust  spots  cut 
out  and  new  metal  welded  in.  It  costs  about  two  months' 
worth  of  payments  on  a  1991  Disposable  Z12." 

"And  your  father  just  gave  this  car  to  you?" 

"He  didn't  know  the  warranty  was  for  a  half-a-million 
miles." 

"That  must  bug  him." 

"I  make  sure  it  does." 

Once  or  twite  a  year  inv  father  flics  into  Boston.  The 
ear  is  washed,  polished  and  i  leaned  throughout  before  I 
go  to  the  airport.  I  meet  him  at  the  gate  and  we  have  a 
friendly  conversation  on  the  wa\   through  the  terminal 


Parts  are  becoming 

a  problem.  Show  me 

a  '65  Volvo  and  I  become 

a  one-man  chop 

shop.  V  11  have 

it  stripped  down 

in  a  hour. 


and  down  to  the  baggage  claim.  But  he  becomes  quieter 
on  the  way  to  the  parking  garage.  I  always  park  the  Volvo 
under  a  light,  to  make  it  shine  a  little  brighter.  He  doesn't 
say  anything  while  I  put  his  bags  in  the  trunk,  he  just: 
looks  the  car  over.  Then  he  gets  in  and  looks  at  the 
interior.  I  start  the  engine,  and  as  it  settles  into  a  solid, 
low  hum,  I  get  the  same  compliment  every  time.  My 
father  shakes  his  head  and  says:  "F—  you." 

While  I  was  in  boarding  school,  the  Volvo  was  hidden 
at  the  house  of  a  nearby  aunt;  during  college,  it  spent 
several  terms  in  a  two-hour  parking  zone;  and  now  it  has 
served  14  years  as  a  reporter's  car.  In  the  film  "All  The 
President's  Men,"  Robert  Redford  and  Dustin  Hoffman 
hunt  down  Nixon  while  driving  the  same  model  Volvo, 
assuring  its  status  as  the  politically  correct  car  for  a 
reporter. 

Since  1977  the  Volvo  has  gone  to 
early-morning  fires  where  a  rookie 
learns  to  carry  a  pencil  because  a 
pen's  ink  freezes  in  February;  to 
plane  crashes  where  blanket-covered 
bodies  are  laid  out  on  a  wing;  to 
Bangor  to  interview  Stephen  King;  to 
New  York  to  review  Broadway 
shows.  The  Volvo  has  been  parked 
outside  courthouses  during  murder 
trials  and  beside  the  New  Hampshire 
hotel  where  Ronald  Reagan  claimed 
victory  in  the  1980  primary.  I  have 
driven  it  on  assignment  to  cover  the 
World  Series  that  Bill  Buckner  boot- 
ed; to  Celtics-Lakers  and  Stanley 
Cup  finals;  to  Heartbreak  Hill  at  the 
Boston  Marathon;  to  coaches'  hirings 
and  later  their  firings;  and  to  the 
men's  pro  tennis  stop  in  New  En- 
gland— named  the  Volvo  tourna- 
ment. 

Mv  ear  does  not  have  power  steer- 
ing, power  brakes  or  power  windows. 
It  lacks  fuel  injection,  a  master  com- 
puter or  even  a  clock.    The  radio  is 
AM  only,  and  there  is  no  down-periscope  antenna.  Lights 
don't  flash  when  your  door  or  your  fly  is  open.  A  cellular 
phone  would  be  out  of  place,  like  a  horn  on  I  hon 

For  21  years  I  have  driven  next  to  the  latest-model 
Audis,  BMW's  and  Ferraris,  and  for  a  time  the\  were 
tempting.  Cars,  like  people,  have  an  awkward  age.  and  it 
ends  when  the  comments  change  from  "What  m\  old 
ear!"  to  "What  a  great  old  car!"  Reliability  is  an  admira- 
ble trait,  and  familiant\  is  fine,  but  fast  is  fun.  One 
afternoon  in  Pennsylvania  about  15  \ears  ago.  1  got 
curious.  I  put  the  accelerate!  down  and  left  it  there  until 
the  speedometer's  red  ribbon  touched  100;  the  \ol\o 
proved  it  could  do  it  but  didn't  enjov  being  asked    lodav 

it  still  cruises  nicely  at  75  mph,  if  given  .i  chance  to  limber 

up  first.  Because  I  USUall)  leave  for  appointments  at  the 
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The  GDmfort  Goes  With  You. 


..e  Kangaroo®  brief  from  Munsingwear 
with  exclusive  Comfort  Pouch-contoured  to  give  you  all 
the  support  you  need,  all  the  lasting  comfort  you  deserve. 
Plus,  a  unique  horizontal  fly  that's  easier  to  use. 
This  underwear  fits  you  to  a  tee. 


The  Kangaroo9  Brief 


exact  moment  I'm  supposed  to  arrive,  I'm  speeding  most 
of  the  time.  But  no  matter  how  fast  the  Volvo  is  going,  it 
always  looks  slow.  After  two  decades  of  breaking  the 
speed  limit,  I  almost  wish  for  a  ticket,  just  for  the  day  in 
court. 

"Mr.  Waterman,"  intones  the  judge,  looking  down 
from  the  bench,  "the  officer  has  testified  that  you  were 
driving  70  miles  an  hour.  What  do  you  have  to  say  in  your 
defense?"  "Your  honor,  my  car  is  26  years  old.  It  has 
440,000  miles  on  it;  that  is  almost  exactly  the  distance  of  a 
round  trip  to  the  moon." 

"Excuse  me,  Mr.  Waterman,  did  you  say,  '440,000 
miles?'  " 

"Yes,  your  Honor." 

The  judge's  face  darkens,  he  glares  at  the  officer  in 
disgust,  then  bangs  his  gavel  on  the 
bench. 

"Case  dismissed.  Cars  that  old 
can't  go  that  fast.  Mr.  Waterman,  the 
court  apologizes  for  taking  up  your 
valuable  time.  I  think  the  boys  in 
blue  must  be  wearing  their  reflecting 
sunglasses  a  little  too  tight  this  year. 
Next  case!" 

Parts  are  becoming  a  problem. 
Show  me  a  junked  '65  Volvo  and  I 
become  a  one-man  chop  shop.  I'll 
have  it  stripped  down  in  an  hour  and 
up  on  blocks.  As  the  number  of  '65 
Volvos  dwindles,  parts  from  the  im- 
mobile ones  are  needed  to  keep  the 
others  going — cannibalism  in  its  pur- 
est form.  I  expect  it  will  get  nasty 
when  there  are  just  two  Volvos  left. 

The  rare  trip  to  an  auto  parts  store 
is  usually  humbling. 

"Can  I  help?"  asks  the  counter- 
man. 

"Yes,  I  want  a  distributor  cap  for  a 
Volvo." 

"No  problem,"  he  says,  pulling  a 
grimy  guide  towards  him.  "Year  and 
model?"  I  do  not  hesitate. 

"1965,  Model  122." 

His  hands  freeze  above  the  guide.  He  looks  up  at  me  as 
if  I've  just  asked  for  something  from  the  Mesozoic  Age, 
perhaps  the  skull  of  a  stegosaurus. 

"Ah,  I'm  afraid  we  can't  help  you,"  he  says,  trying  not 
to  grin.  I  thank  him  and,  sometimes,  he  avoids  laughing 
until  I'm  all  the  way  out  the  door. 

Before  cars  started  to  look  like  the  progeny  of  severe 
inbreeding,  they  were  designed  to  be  distinct  and  have 
some  personality.  One  former  girlfriend  decided  that  the 
Volvo  needed  a  name,  and  she  modestly  chose  her  own.  I 
agreed  and  said  it  was  a  fine  idea,  for  it  would  make 
references  easier,  as  in:  "Marney  has  a  couple  of  hundred 
thousand  miles  on  her,  but  she  still  gives  a  good  ride,"  or 


My  car  does 
not  have  power  steering, 

power  brakes 

or  power  windows  .  .  . 

A  cellular  phone 

would  be  out  of  place,  like 

a  horn  on  a  horse. 


"Marney  can  take  take  five  or  six  guys  at  a  time  without 
slowing  down."  After  a  moment's  reflection,  she  brisklv 
changed  the  subject. 

Cars  have  many  fine  traits — one  of  their  best  is  that 
they  cannot  talk.  Many  things  have  happened  in  the 
Volvo  which  I  would  not  describe,  but  I  smile  when  I 
think  of  them. 

In  the  Volvo  there  have  been  first  kisses  and  last 
kisses,  good  decisions  and  bad.  Sitting  in  the  Volvo  I  told 
a  girl  for  the  first  time  that  I  loved  her,  and  as  soon  as  the 
words  were  out,  I  knew  it  wasn't  true.  Later,  two  other 
girls,  two  other  times,  it  was. 

Houses  acquire  ghosts,  and  cars  do  too.  Shift  the 
clutch — remember  teaching  my  cousins  how  to  drive. 
Polish  the  roof — there's  the  sound  of  a  summer's  hail  so 
loud  that  talking  was  impossible,  and 
then  unnecessary.  Adjust  the  mir- 
ror— see  the  highway  in  Kansas,  my 
swerving  to  avoid  a  tortoise  then 
watching  the  pickup  behind  swerv- 
ing to  hit  it,  smashing  the  shell  for  a 
moment's  amusement.  Switch  on  the 
radio — recall  its  playing  "Send  In 
The  Clowns"  as  I  knotted  my  tie 
before  first-job  interviews.  Turn  on 
the  headlights — lit  too  often  in  day- 
light in  too  many  funeral  corteges. 

But  of  all  memories,  the  best  one  is 
the  pearl. 

In  my  sophomore  year  of  college, 
there  was  a  costume  party,  and  the 
girl  came  dressed  as  a  flapper,  with 
bobbed  hair,  a  tasseled  dress  and  a 
long  string  of  fake  pearls.  The  party 
was  good,  and  hours  after  midnight 
the   Volvo's   windows   steamed    up. 
The  pearls'  string  broke  with  an  au- 
dible "pop,"  but  she  just  shriiu 
and  smiled  as  they  slipped  off  the 
thread  and  bounced  on  the  Volvo's 
floor.  She  never  worried  about  find- 
ing them  all. 
Now,  on  the  worst  of  days  when  everyone's  the  enemy, 
my  rage  erupts  when  yet  another  driver  cuts  mc  o\'\\  I 
scream  a  curse  and  jam  on  the  brakes,  and  that's  when  .i 
small  pearl  rolls  out  from  beneath  the  seat,  settling  near 
my  feet.  The  fury  drains  a\\a\  as  the  pearl  dispels  the 
present,  recalling  steamed  windows,  .1  shrug  and  a  smile. 
After  all  the  years  and  all  the  miles,  the  advice  1  get 
remains  the  same.  "Clonic  on.  don't  be  so  cheap."  I  am 
told.  "Buy  a  new  car.  You'll  love  it." 

I  probably  would,  but  new  cars  don't  come  equipped 
with  a  past.  And  none  come  equipped  with  mine.  S 

A  writer  for  (/miwfPnss  hitcnuitumal for  the  fuisr  :. 
Frederick  vy  \  rsRM  w  nemtfy  drmr  the  \oko  on  a 

trip  to  .Xovv  Scotia. 
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Power  tools  for  the  mind. 


If  you  want  to  do  a  job  right,  you  need 
the  right  tools.  Fortunately  there  are  no  tools  more 
perfect  for  communicating,  creating  and  computing 
than   Smith   Corona   typewriters,    personal   word 
processors  and  personal  computers. 

Our  every  feature  is  designed  to  help  you,  not 
confuse  you.  Your  fear  of  technology  is  replaced  by 

TYPEWRITERS  PERSONAL  WORD  PROCESSORS  PERSONAL  COMPUTERS  TYPEWRITERS  TOOLS  FOR  THOUGHT7 


the  freedom  to  think.  And  with  that  freedom, 
you'll  find  that  suddenly  writing  becomes  easier. 
Work  becomes  more  enjoyable.  Your  brain  shifts  into 
high  gear. 

So  if  you  want  to  turn  on  your  mind,  the  answer  is 
exceedingly  simple.  Just 
turn  on  a  Smith  Corona. 


SMITH 

conoNix 


For  information,  write  to  Smilh  Corona  Corp.,  65  Locust  Ave  ,  New  Canoan,  CT  06840  or  Smith  Corona  Canada,  440  Tapscott  Rd  ,  Scarborough,  Ontario,  Canada  M)  B  1 Y4 


Remember  that  Christmas 
morning  when  you  saw  them 
for  the  first  time  under  the 
tree?  The  Lionel  Express,  or 
the  Lincoln  Logs,  or  the  Ton- 
ka truck  or  the  Louisville 
Slugger?  You  don't  have  to 
go  to  a  museum  to  find  these 


I 


Hubba  Hubba.  Toot  Toot:  All  ot 

the  coys  in  this  storv  have  been  avail- 
able tor.it  least  a  cj luirrct -cent in \ .  For 
example,  Barbie  debuted  in  the 
stores  in  1959;  Parker  Bros.  Monopoly 
in  1935;  and  Lionel  trains  in  I ')()(). 


The  Immortals:  SteitT  Teddy 
bears;  RawlingS  baseball  glove  and 
ball;  "Louis\  ille  Slugger"  bat  b\  I  lil- 
lerich  &  Bradsby;  Milton  Bradley  I  n- 
ele  Wiggily  game  i 1916);  and  I  lohnei 
Marine  band  harmonica  t 18%). 
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Daisy  Red  Ryder  air  gun 
(1940);  Marklin  H.O.  train  sec  (1935); 
Playskool  Lincoln  Logs  <I(>H>):  Bri- 
tain's  Ltd.  toy  soldiers  (1893);  lireyer 
Man  ()"War(  1957);  and  Milton  Bracf- 
lc\  Scrabble  game  (1953). 
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ays  And  Dolls:  Hasbro  Ka. 
Ann  &  And}  (1915);  llol»att:  Bin-- 
Hoard  (1934)  and  Rock)  Color  C< 
(l(r>2):  Playskool  Alphabet  Blocks 
<lu17):  Milton  Bradlc>  Cand\  Land 
game  (I'M'));  and  Binnc\  «S;  Smith 
Cravoia  Crayons  ( T" 


•* 


The  Eve  Of  Construction:  Tonka  Dump  Truck  (1946);  Meccano  Erector  Set  in 
pieces  (1913);  Playskool  Tinker  Toy  fence  (1914);  Lego  Building  Bricks  truck  (1930); 

and  Kenner  Play-Doh  (1955). 

Cootie  Frootie:  Hasbro  Mr.  Potato  Head  (1952);  Ohio  Art  Co.  Etch-A-Sketch  (1960); 
Milton  Bradley  Barrel  Of  Monkeys  (1965)  and  Cooties  (1948);  and  Colorforms  (1951).'27 
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FROM    OUR    FIFTH    CENTURY    B.C.    DESK 


Holding 

Your  Liquor 

In  Ancient 

Greece 


Being  able  to  -hold  one's  liquor"  and  "drink  e\  eryone  ki.sk 
under  the  table"  are  still  signs  of  a  certain  type  of  macho  vigour:  in 
a  very  primitive  sense  they  show  such  a  person  to  be  more 
capacious  and  self-controlled,  or  at  any  rate  more  impervious,  than 
other  men.  It  used  to  be  expected  at  heavy  drinking  and  toasting 
bouts  that  one  or  more  men  would  fall  to  the  floor  in  a  drunken 
stupor;  a  servant  would  automatically  step  forward  and  loosen  the 
necktie  of  anyone  prone  and  insensible.  (The  philosopher  Socra- 
tes was  famous  for  remaining  unfuddled  by  liquor  and  continuing 
relentlessly  to  philosophize  when  almost  everyone  else  at  the 
symposium  had  either  left  or  passed  out.)  Men  in  groups  have 
often  found  it  irresistible  to  boast  of  their  drinking  valour,  and  to 
challenge  others  to  see  who  could  "take"  the  most.  It  could  be 


"So  I  sez  to  Glaucon,  'Yeah, 

well  if  you're  so — hie — just, 

then  how  eome  you're  so  ugly?' 


impossible  to  turn  down  such  a  challenge  without  losing  Lac; 

Alexander  the  Great  is  said  to  have  died  b\  returning  one  pledge 
too  many. 

A  Greek  version  of  the  limits  to  be  observed,  and  the  conse- 
quences of  breaking  them,  is  expressed  in  the  words  which  the 
poet  Eubulus  puts  into  the  mouth  of  Dionysus:  "Three  craters 
only  do  I  mix  for  the  temperate — one  to  health,  which  the\  ma\ 
empty  first,  the  second  to  love  anil  pleasure,  the  third  to  sleep. 
When  this  is  drunk  up  the  wise  guests  go  home.  The  fourth  bowl 
is  ours  no  longer,  but  belongs  to  fiyhns:  the  fifth  to  yelling,  the 
si\ih  to  prancing  about,  the  seventh  to  black  eyes.  I  he  eighth 
brings  the  police,  the  ninth  vomiting,  the  tenth  ins.mit\  and 
hurling  the  furniture. " Z- 


I 
I 
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Dec.  7, 1941 

..A  Day  To  Forget 


Like  most  Americans 


I  went  to  church  on  Sunday,  December  7th,  1941.  It  was  an  Episcopal  service  in 
Fall  River,  Massachusetts,  conducted  by  a  rather  austere  minister  who  had  served 
as  a  chaplain  in  the  First  World  War,  and  rarely  let  us  forget  it.  That  morning 
before  the  Zeroes  struck,  I  was  sitting  up  in  the  chancel,  a  choirboy  or  maybe  I 
was  even  the  crucifer  that  day,  and  maybe  reading  a  comic  book  under  my 
vestments.  Mr.  Cleveland,  tall,  standing  military-straight,  inveighed  against  the 
moral  cowardice  of  a  nation  unwilling  to  face  up  to  the  near-inevitability  of  war 
with  Germany  and  Japan.  Hundreds  of  thousands  of  lives  had  been  lost  on  the 
Western  Front,  he  never  failed  to  remind  us.  And  to  what  end?  In  the  next  war, 
lives  must  not  be  lost  in  vain;  America  must  not  only  win  the  war  but  win  the  peace. 

BY  JAMES  CHACE 
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After  the  service  my  father  picked  me  up, 
and  we  took  a  leisurely  drive  to  neighboring 
Rhode  Island  where  the  bars  opened  an  hour 
earlier  than  in  Massachusetts,  and  I  sat  with 
my  Dad,  sipping  a  ginger  ale  and  eating 
maraschino  cherries.  If  we  didn't  have  to  go 
home  for  midday  dinner,  he  might  take  me  to 
Clem  Demo's  for  clam  cakes  and  a  grilled 
cheese  sandwich,  which  he  did  that  day,  and 
so  we  got  home  close  to  mid-afternoon,  and 
just  as  we  started  up  the  hill,  trying  to  get  up  a 
little  more  speed  in  the  Ford  V-8,  he  turned 
on  the  radio,  and  the  announcer's  voice  came 
through  like  the  minister's,  grave  and  angry, 
to  tell  us  that  the  Japanese  had  launched  a 
sneak  attack  at  Pearl  Harbor  and  may  have 
destroyed  the  Pacific  fleet — and  at  the  very 
moment  when  the  Japanese  envoys  were 
delivering  a  diplomatic  note  to  FDR's  Secre- 
tary of  State,  Cordell  Hull. 

Stabbed  in  the  back.  We  were  stabbed  in  the 
back. 

Or  were  we? 


E 


ven  though  it 
now  turns  out  that  the  Japanese 
envoys  were  not  aware  of  the 
attack  on  Pearl  Harbor  at  the 
time  they  were  meeting  with 
Secretary   Hull,   we   were   left 

with  the  sense  of  the  worst  kind  of  betrayal. 
Like  all  boys  in  the  schoolyard  of  the  Westall 
School,  I  was  taught  to  confront  my  enemy 
straightaway,  even  if  it  meant  I  was  bloodied 
and  had  to  retreat  (which  was  more  often  the 
case  than  not).  A  sneak  attack  was  a  coward's 
attack,  somehow  unmanly  and  un-American. 
So  now,  when  we  hear  of  a  Japanese  takeover 
of  a  Hollywood  movie  studio  or  purchase  of 
Rockefeller  Center,  we  are  often  prone  to 
believe  that  the  Japanese  arc  planning  some 
secret  takeover  of  our  industrial  might,  a  kind 
of  economic  Pearl  Harbor.  Who  of  us,  well 
over  50  by  now,  does  not  remember  what  he 
was  doing  on  December  7th,  1941? 

Dean  Acheson,  an  Assistant  Secretary  of 
State  at  the  time,  had  been  sharing  a  family 
picnic  lunch  with  the  poet  Archibald  Mac-  L 
Leish,  then  the  Librarian  of  Congress  and  \  \ 
head  of  the  Office  of  Pacts  and  Figures, 
FDR's  ingenious  name  for  America's  foreign 
propaganda  bureau.  A  few  minutes  after  the 
MacLcishcs  left  the  Aehesons,  Archie  came 


running  back  down  the  hill  from  the  house 
shouting,  "The  Japanese  have  attacked 
Pearl  Harbor.  Turn  on  your  car  radio." 

The  Aehesons  drove  immediately  back  to 
Washington,  and  Dean  went  to  the  Depart- 
ment, where,  as  he  tells  it,  "little  groups 
stood  about  the  corridor,  talking  almost  in 
whispers,  doing  nothing."  Hull  was  still  in  a 
rage  at  having  been  apparently  lied  to  by  the 
two  Japanese  envoys,  who  had  left  him  only  a 
couple  of  hours  before.  He  had  even  castigat- 
ed them  in  his  native  Tennessean  as  "scoun- 
drels and  piss-ants,"  or  so  it  was  told. 

A  more  dramatic  scene  took  place  at  the 
old  Polo  Grounds  in  New  York  City,  and  it 
was  to  have  profound  consequences  for 
American  foreign  policy.  At  the  very  time  the 
Japanese  were  bombing  Pearl  Harbor,  Colo- 
nel William  J.  Donovan  was  watching  a 
football  game  between  the  New  York  Giants 
and  the  Brooklyn  Dodgers.  The  Dodgers  had 
just  made  a  first  down  on  the  Giants'  four- 
yard  line,  and  it  was  a  tense  moment  for  Wild 
Bill,  as  he  had  been  known  ever  since  he 
served  with  General  "Black  Jack"  Pershing 
in  Woodrow  Wilson's  punitive  expedition  to 
Mexico  in  1916.  At  the  snap  of  the  ball,  an 
annoucement  came  over  the  loudspeaker. 
"Attention  please!  Here  is  an  urgent  mes- 
sage. Will  Colonel  William  J.  Donovan  call 
Operator  19  in  Washington.  D.C."  The  call 
was  from  FDR's  son,  Jimmy  Roosevelt,  who 
told  him  to  return  to  Washington  immediate- 
ly to  meet  with  the  President.  Shortly  before 
midnight,  Donovan  was  ushered  into  the 
Oval  Office.  "They  caught  our  ships  like 
lame  ducks!  Lame  ducks.  Bill."  Roosevelt 
cried.  "It's  a  good  thing  you  got  me  started  on 
this."  By  "this,"  the  President  meant  the 
intelligence  operations  that  Wild  Bill  had 
pushed  forward  that  were  to  become  the 
genesis  of  the  CIA. 

By  that  night  the  full  horror  o\  Pearl 
Harbor  was  known.  The  Pacific  fleet  lav  in 
ruins.  Eighteen  ships  had  been  sunk  or  badlv 
damaged;  188  planes  had  been  destroved. 
159  damaged,  as  thev  sat  bunched  together 
on  the  ground  to  protect  them  from  possible 
sabotage.  2.40.>  Americans  were  killed.  FDR 
had  alrcadv  spoken  with  Winston  Churchill, 
who  called  from  his  country  residence,  Che- 
quers, when  he  heard  the  news  on  the  porta- 
ble radii)  I  larrv  1  lopkins  had  given  him.  "It's 
quite  true."  Roosevelt  had  said.  "  I  hev  have 

attacked  us  at  Pearl  1  [arbor.  We  are  all  in  the 

same    boat    now."    Churchill    was    not    dis- 


U2     IORHKS 


TYI 


pleased.  "This  actually  simplifies  things," 
he  said.  "God  be  with  you." 

The  consequences  of  our  memory  of  Pearl  £ 
Harbor  are  so  deep  that  they  have  shaped  our  ss^ssssss 
lives  for  the  past  half  century.  We  developed 
a  global  intelligence  service  that  stemmed 
directly  from  our  perception  that  a  failure  of 
intelligence  had  left  us  open  to  the  attack. 
Our  commitment  to  nuclear  deterrence  — 
our  strategy  for  fighting  the  Cold  War — was 
expressly  devised  to  prevent  a  surprise  attack 
from  ever  happening  again.  After  Pearl  Har- 
bor our  traditional  quest  for  invulnerability 
intensified.  The  most  sweeping  effort  was 
Ronald  Reagan's  program  for  a  nuclear  shield 
that  would  protect  us  from  all  harm,  his 
so-called  Star  Wars  initiative  that  would 
make  another  Pearl  Harbor  unthinkable. 


F 


ranklin  Roose- 
velt's instincts  were  the  right 
ones.  Something  had  gone 
wrong  with  our  intelligence  ser- 
vices, and  the  President  wanted 
to  know  what  could  be  done  to 

make  sure  we  were  adequately  prepared  for 
the  war  we  now  found  ourselves  in.  There 
would  never  be  another  day  that  would  "live 
in  infamy,"  as  the  President  described  De- 
cember 7th,  in  his  address  to  the  joint  session 
of  Congress  the  following  Monday. 

Donovan  was  a  classic  Rooseveltian  choice 
to  organize  a  new  intelligence  service.  Al- 
though Donovan  was  a  millionaire  Wall 
Street  lawyer,  a  Republican  from  upstate 
New  York  who  had  fought  the  New  Deal,  he 
had  also  been  FDR's  classmate  at  the  Co- 
lumbia Law  School.  Both  were  admirers  of 

Theodore  Roosevelt  and  shared  his  robust 
belief  that  America  could  lick  anyone.  A 
much-decorated  hero  who  had  served  in 
France  in  New  York's  Sixty-Ninth  regiment, 
the  "Fighting  Irish,"  Donovan  later  served 
as  Assistant  Attorney  General  in  the  1920s  in 
charge  of  the  Criminal  Division  of  the  De- 
partment of  Justice.  (J.  Edgar  Hoover,  re- 
cently promoted  to  head  the  FBI,  reported  to 
I  )onovan;  he  would  later  become  Donovan's 
unyielding  bureaucratic  rival.) 

Donovan    was    also    an    internationalist. 

Though  he  practiced  law,  he  was  too  restless 
to  stay  on  Wall  Street,  and  went  to  Europe  to 
observe  German  army  maneuvers  and  in- 
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spect  the  defenses  of  France  and  England. 
His  foreign  policy  by  1940  matched  Roose- 
velt's. He  urged  American  preparedness:  "In 
1     an  age  of  bullies,  we  cannot  afford  to  be  a 
JS^S^'l    sissy." 
^K^-        When   FDR  reached  out  for  bipartisan 
j^^j^j    support  by  appointing  Republicans  Henry 
*'^>^     Stimson  as  Secretary  of  War  and  Frank  Knox 
as  Secretary  of  the  Navy,  he  asked  Donovan 
.        ,       to  go  to  Britain  and  see  how  the  British  dealt 
\jT        w'tn  subversive  fifth  columnists,  as  well  as  to 
give  a  general  appraisal  of  Britain's  willing- 
ness to  withstand  Nazi  aggression.  By  March 
1941,  Donovan  was  ready  to  try  persuading 
Roosevelt  that  the  United  States  needed  a 
new  central  agency  to  collect  and  analyze 
intelligence.  Of  course  the  FBI  tried  to  block 
the  proposal.  But  after  Russia  attacked  Ger- 
many in  June,  Roosevelt  was  prepared  to  go 
Ji    ahead  with  at  least  the  basic  elements  of 
Wr    Donovan's  plan.  He  made  Donovan  the  Co- 
flf       ordinator  of  Information,  a  title  that  was 
'*         supposed  to  reassure  the  intelligence  gather- 
ing operations  of  the  Army  and  Navy. 

Donovan  was  a  dervish.  Although  he  was 
.'-..•■X '-'i-i'iz    given  only  a  small  budget — some  $450,000 — 
'&i'i'£z£    and  obscure  offices  in  the  State,  War  and 
"''-'"-    Navy  building  next  to  the  White  House,  he 
soon  was  building  a  mini-empire.  One  writer 
described  the  receptionist  who  presided  over 
the   whirligig  operation.   She   was   heavily 
made  up  with  brightly  dyed  red  hair,  and  "sat 
in  the  gloom  like  Frankenstein's  daughter, 
"  directing   spies,   safecrackers,   wiretappers, 

and  important  men  to  their  various  destina- 
tions." It  was  an  astounding,  elite  corps  that 
Donovan  gathered  about  him:  from  Harvard, 
J!%X.    the  famous  diplomatic  historian,  William  L. 
,'"VZ%r.£    Langer,  who  headed  the  group  of  analysts 
that  the  Roman  Catholic  Donovan  called  the 
"College  of  Cardinals."  These  included  Ar- 
;;>ir.       _    chibald  MacLeish;  the  Pulitzer  Prize-win- 
ning   playwright   and    FDR    speechwriter, 

Robert   E.    Sherwood;    investment   banker 

James  Warburg;  the  President's  eldest  son, 
;  Jimmy;  David  Bruce,  later  to  be  ambassador 
to  Britain  and  France;  Estelle  Frankfurter, 
daughter  of  Supreme  Court  Justice  Felix 
Frankfurter;  and  the  great  movie  director, 
%  John  Ford. 

With  this  crew,  how  could  we  lose?  Six 

-'  '     ■  months  after  Pearl  Harbor,  Bill  Donovan's 

flying  circus  was  ready  to  take  the  lead  in 

intelligence  gathering.   Now  it  was  to  be 

jP*     yjig  called  the  Office  of  Strategic  Services,  the 

w      father  of  the  postwar  CIA.  From  its  ranks 
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came  four  future  heads  of  the  CIA — Allen 
Unites,  Richard  Helms,  William  Colby  and 
William  Casey. 


T. 


he  intelligence 
failure  at  Pearl  Harbor,  as  Dono- 
van foresaw,  came  not  from  a 
dearth  of  information,  but  from 
intelligence  overload.  In  some 
cases,  reports  of  Japanese  plans 

were  simply  not  believed.  After  all,  how 
could  the  Japanese  be  so  stupid  as  to  risk  an 
attack  on  Pearl  Harbor?  In  one  instance,  the 
U.S.  ambassador  to  Japan,  Joseph  C.  Grew, 
informed  Washington  that  the  Peruvian  min- 
ister had  learned  "from  many  sources,  in- 
cluding a  Japanese  source,  that  in  the  event 
of  war  breaking  out  between  the  United 
LStates  and  Japan,  the  Japanese  intended  to 
make  a  surprise  attack  on  Pearl  Harbor." 
When  that  information  reached  Admiral 
Husband  Kimmel,  the  commander  of  the 
Pacific  Fleet  at  Pearl  Harbor,  it  was  accompa- 
nied by  a  note  that  read,  "Naval  Intelligence 
places  no  credence  in  these  rumors." 

Too  much  reliance  was  placed  on  "Ma- 
gic," a  decrypting  operation  that  read  the 
supposedly  unbreakable  purple  traffic  be- 
tween Tokyo  and  Japanese  diplomats  in 
Washington.  Other  sources  of  intelligence 
were  too  often  ignored  or  downplayed.  But 
"Magic"  only  relayed  messages  from  the 
Foreign  Office.  The  secret  naval  codes  had 
not  been  broken,  and  so  "Magic"  provided 
little  information  on  the  whereabouts  of  the 
Japanese  Navy.  It  turned  out  that  "Magic" 
had  nothing  to  say  about  Pearl  Harbor.  An- 
other lower  and  priority  code,  J- 19,  did  re- 
veal a  high  degree  of  interest  in  both  Pearl 
Harbor  and  the  movements  of  the  Japanese 
Pacific  Fleet.  Hut  American  cryptographers 
were  focused  on  "Magic."  (And  even  then 
more  useful  "Magic"  transcripts  were  not 
made  available  to  Kimmel — or  to  Wild  Bill 
Donovan  and  his  College  of  Cardinals.) 
Without  a  centralized  system  of  intelli- 
gence gathering,  there  was  no  one  to  put 
together  all  the  parts  of  the  jigsaw  puzzle. 
The  value  of  intelligence  proved  itself  in 
the  decisive  Battle  of  Midway  six  months 
after  Pearl  I  [arbor.  The  Americans  had  been 
rocked  back  in  virtually  all  their  engage- 
ments with  the  enemy.    The  Japanese  had 
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successfully  overcome  stiff  resistance  in  the 
Philippines.  After  months  of  siege-like  con- 
s,  the  American  garrison  on  the  Bataan 
had  surrendered.  With  over 
men,  including  12,000  Americans,  it 
greatest  capitulation  in  American 
history.  The  "battling  bastards  of  Bataan," 
who  had  "no  momma,  no  poppa,  no  Uncle 
Sam/  No  aunts,  no  uncles,  no  nephews,  no 
nieces  /  No  rifles,  no  guns  or  artillery  pie- 
ces," were  forced  to  walk  55  miles  to  a 
railroad  junction  that  would  take  them  to  a 
prison  camp.  The  prisoners  were  subjected 
to  unendurable  cruelties  in  what  has  been 
long  been  remembered  as  the  "Bataan 
Death  March."  The  barbarism  of  the  enemy 
soldiers  reinforced  our  image  of  the  Japa- 
nese as  belonging  to  another  order  of  man- 
kind. The  Germans  were  rarely  depicted  in 
the  harrowing  likeness  that  the  Japanese 
were.  And  we  were  forced  to  digest  the  news 
that  Americans  were  being  defeated  by  what 
many  of  us  had  thought  of  as  an  inferior 
people. 

Midway  changed  all  that.  Moreover,  Mid- 
way was,  as  much  as  anything  else,  an  intelli- 
gence victors".  The  Combat  Intelligence  unit 
at  Pearl  Harbor  had  finally  broken  the  Japa- 
nese naval  code.  In  his  underground  bunker. 
Lt.  Commander  Joseph  J.  Rochefort  drove 
himself  and  his  team  of  cryptanalvsts  without 
stint.  He  personally  would  make  up  for  the 
intelligence  failure  of  December  7th.  With 
his  loyal  assistant  who,  in  one  historian's 
words,  "scooped  up  Benzedrine  pills  from  a 
basket  on  his  desk  like  jelly  beans."  they 
broke  the  Japanese  naval  code  and  pinpoint- 
ed Midway  as  the  next  target  o\  Japa- 
nese operations. 

It  was  at  Midway  that  Admiral  Isoroku 
Yamamoto  was  determined  to  crush  the  rem- 
nants of  America's  Pacific  fleet.  But  Cmdr. 
Rochefort  delivered  to  Admiral  Chester 
Nimitz,  who  had  replaced  Kimmel  as  com- 
mander of  the  fleet,  much  of  the  battle  order, 
date  and  position  from  which  the  Japanese 
would  deliver  their  blow.  It  was  a  triumph  o( 
intelligence,  decisive  to  the  outcome  of  the 
war.  Although  the  Americans  were  outnum- 
bered, the  U.S.  \a\\  won.  Pour  Japanese 
carriers,  as  well  as  several  other  ships,  were 
sunk  by  U.S.  dive  bombers.  We  lost  onl\  one 
aircraft  carrier  and  some  smaller  ships,  fhe 
tide  of  battle  had  turned.  The  Japanese  w  ere- 
now faced  with  the  prolonged  war  that  Yama- 
moto had  always  feared. 
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All  this  talk  about  stability. 
No  wonder  you're  so  nervous. 


Relax.  Since  1924,  our  approach  to  retirement  programs  has  been 
built  upon  the  single-minded  pursuit  of  quality. 

Our  unchanging  philosophy  of  pursuing  prudent  risks  plus  our  strict 
investment  guidelines  enable  our  clients  to  prosper,  whether  the 

market  rumbles  or  roars. 
They  are  also  why  our 
Connecticut  General 
Life  Insurance  Company 
has  consistently  earned 
among  the  highest  ratings 
from  Moody's,  Standard 
&  Poor's  and  A.M.  Best 
To  us,  however,  quality 
means  more  than  having 
excellent  financial  ratings. 

It  means  superior 
fixed  income  results,  with 
guarantees  backed  by 
capital  and  surplus  in 
excess  of  $1  billion.  An 
amount  that  puts  us  in 
the  top  1%  of  all  U.S.  life 
insurers.  It  means  providing  everything  you  need  to  run  a  401(k)  or 
pension  plan.  From  plan  design  to  ongoing  management  All  of  which 
allows  us  to  achieve  a  93%  client  and  asset  retention  rate  year  after  year. 

For  further  information,  write  Byron  Oliver,  President,  CIGNA 
Group  Pension,  Dept  M-121,  P.O.  Box  2975,  Hartford,  CT  06104. 
And  we  will  make  sure  that  you  never  get  bent  out  of  shape. 


We  get  paid  for  results! 


CIGNA 
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f  intelligence  fail- 
ure at  Pearl  Harbor  helped  give 
birth  to  C.I.A.,  it  also  inspired 
the  nuclear  strategists  who 
emerged  after  Hiroshima  to  try 
to    find    a    way    to    prevent    a 

surprise  attack  b\  the  Soviet  Union,  soon  to  be 
armed  with  nuclear  weapons.  At  the  Rand 
Corporation,  a  think  tank  in  Los  Angeles  in 
the  early  1950s,  Albert  and  Roberta  Wohlstet- 
ter  held  forth  on  the  need  for  the  United 
States  to  maintain  a  survivable  second-strike 
nuclear  force.  The  parallel  with  Pearl  Harbor 
was  inspired  by  Roberta,  but  it  was  her 
husband,  Albert,  who  spread  the  word.  Wohl- 
stetter  himself  was  a  compelling  figure.  He 
knew  math  and  economics  but,  as  Fred 
Kaplan  describes  him  in  The  Wizards  of  Arma- 
geddon, "he  also  knew  about  wine  and  fine 
food  and  he  could  talk  about  art,  philosophy 
and  classical  music."  His  wife  was  not  only  a 
formidable  scholar,  but  also  a  gourmet  cook. 

So  the  Wohlstetter  home  in  Laurel  Can- 
yon became  the  headquarters  where  the 
so-called  "thermonuclear  Jesuits"  gathered, 
"Albert  the  guru,  and  Roberta  the  den  moth- 
er, Albert  holding  court  on  his  views  of  the 
world,  Roberta  dishing  out  delectable  souf- 
fles." For  the  number-crunchers  at  Rand,  an 
evening  at  the  Wohlstetters  was  like  an 
c\  cning  at  Mecca.  Roberta  had  just  finished 
a  study  of  Pearl  Harbor  where  she  wrote  that 
"we  failed  to  anticipate  Pearl  Harbor  not  for 
want  of  the  relevant  material  but  because  of  a 
plethora  of  irrevelant  ones."  She  understood 
that  while  the  Japanese  had  had  no  particular 
desire  to  occupy  Pearl  Harbor,  when  they 
noticed  the  fleet's  vulnerability,  thc\  decid- 
ed to  dispose  of  it.  This  could  happen  again. 

By  the  late  1950s  the  nuclear  strategists  of 
Laurel  Canyon — -who  now  included  young 
Daniel  EUsberg,  fresh  from  Harvard  and  the 
Marine  Corps — were  pretty  well  convinced 
that  a  surprise  attack  In  the  So\  icts  could  not 
be  ruled  out  against  America's  increasingly 
vulnerable  strategic  air  command.  Because 
the  degree  of  destructiveness  in  modern 
warfare  had  changed  irrevocably,  a  nuclear 
Pearl  Harbor  would  determine  not  onl\  the 
outcome  of  a  battle  but  of  a  war,  and  perhaps 

even  of  civilization  itself.  The  onl\  solution 
was  for  the  United  States  to  develop  a  scc- 
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ond-strike  capability  so  we  could  survive  a 
new  Pearl  Harbor. 

All  nuclear  strategy  since  that  time  has 
SL^SIS^^^    |  been  based  on  the  lesson  of  Pearl  Harbor. 

berta  YYolhstetter's  preoccupation  with 
rican  vulnerability  led  inexorably  to  the 
multiplicity  of  nuclear  weapons  and  delivery 
systems.  The  so-called  nuclear  triad — air 
and  land-based  missiles — rests  on  the  pre- 
mise that  at  least  one  of  the  systems  will 
survive  a  surprise  attack.  And  because  the 
Soviets  know  this,  they  have  been  deterred 
from  ever  using  nuclear  weapons  against  us. 
Deterrence,  the  only  strategy  that  will  pre- 
vent a  new  Pearl  Harbor,  became  enshrined 
in  the  psyche  of  American  policymakers. 

Yet  always  lingering  in  the  very  heart  of 
America's  consciousness  is  that  nub  of  fear 
that  the  memory  of  Pearl  Harbor  evokes. 
What  if  deterrence  fails?  What  if  the  other 
side — the  Soviet  Union  in  the  four  decades 
of  the  Cold  War,  or,  perhaps,  Japan  again  in 
the  not-so  distant  future — gets  a  technologi- 
cal edge  that  would  undermine  U.S.  securi- 
ty? The  Japanese  recently  insisted  on  devel- 
oping their  own  advanced  fighter — the 
FSX — rather  than  buying  a  comparable 
American  plane,  though  it  will  cost  them 
twice  as  much  to  construct  their  own  aircraft 
as  buying  American  F-lfis  off  the  rack.  For 
the  first  time  since  the  war.  Japan  will  gain 
the  experience  of  putting  together  a  modern 
aircraft  from  drawing  board  to  takeoff,  which 
someday  might  prove  superior  to  its  I  .S 
counterpart.  It  was  against  that  possibility — 
that  a  future  enemy  of  the  United  States 
might  be  able  to  score  a  knockout  first 
strike — that  Ronald  Reagan  sought  a  nuclear 
shield  that  he  believed  would  pro\  idc  Amer- 
ica with  absolute  in\  ulnerabiht\ . 

For  30  \ears  before  Reagan  was  elected 
President.  Americans  had  lived  with  the  risk 
of  destruction — the  rtlathx  security — of- 
fered b\  the  nuclear  balance  of  tenor.  Now. 
with  his  Strategic  Defense  Initiative  (SDIX 
Reagan  believed  he  could  return  Americans 
to  a  simpler  time  when  their  security  wis 
their  own  province,  dependent  solely  on 
their  own  will.  Yet  we  were  never  solely  able 
Sp  to  protect  ourselves.  In  the  beginning  of  the 
Republic  we  sought  allies  where  we  could 
find  them,  and  in  the  20th  century  when  we 
emerged  as  a  world  power,  we  found  we 
could  not  go  it  alone.  A  Star  Wars  missile 
defense  is  not  some  giant  Patriot  missile  that 
would  protect  us  from  a  global  Saddam  Hus- 
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On  the  rails.  In  the  sky.  Down  the  road. 

CompuServe  Mail  keeps  you  in  touch 

whether  you're  at  home  or  away. 

It  doesn't  matter  where  you  or  the  people 

you're  trying  to  reach  are,  you  can  communicate 

through  CompuServe  Mail. 

So  whether  you're  in  a  hotel  room 

in  Los  Angeles  or  an  airport  in  New  York, 

you  can  access  CompuServe  Mail 

through  your  computer  and  send  or  receive 

communications  anywhere  in  the  world. 


Send  an  electronic  message  to  your 
sales  rep  in  St.  Louis.  A  document 
to  your  boss  in  Chicago.  A  fax  to 
your  client  in  Tokyo.  A  telex  to  your  office  in 
London.  Or  a  letter  to  your  kids  at  home. 
CompuServe  Mail.  The  electronic  mail  service 
that  goes  wherever  you  do. 
To  join  CompuServe,  see  your  computer  dealer. 
To  order  direct  or  for  more  information, 
ca!1800-457-MAIL. 


CompuServe 


sein,  or  a  reactionary  Soviet  Union,  or  an 
expanding,  alienated  Japan.  At  best,  SDI 
would  complicate  the  plans  any  future  ene- 
my might  have  to  strike  a  decisive  blow 
against  us.  Nonetheless,  in  the  twilight  of  the 
Cold  War,  research  goes  on.  Another  Pearl 
Harbor?  Never  again.  For  this  reason  alone 
we  may  be  doomed  to  an  eternity  of  bloated 
Pentagon  budgets  in  a  vain  quest  for  perfect 
security  in  an  imperfect  world. 


A, 


.mericans,  more- 
over, secretly  think  of  them- 
selves as  a  people  who  would 
never  do  a  Pearl  Harbor  on  an- 
other nation.  During  the  1962 
Cuban  missile  crisis,  it  was  this 

view  of  ourselves  that  affected  Robert  F. 
Kennedy's  judgment  at  a  cabinet-level 
meeting  in  the  White  House  in  the  early 
stages  of  the  crisis.  Most  of  those  present 
wanted  to  launch  an  air  strike  against  the 
missile  sites  in  Cuba.  "Listening  to  their 
proposals,"  Kennedy  wrote  years  later,  "I 
passed  a  note  to  the  President:  'I  now  know 
how  Tojo  felt  when  he  was  planning  Pearl 
Harbor'."  No  air  strike  was  ever  launched, 
and  the  missile  crisis  was  resolved  when  the 
United  States  set  up  a  naval  blockade  of 
Cuba  and  the  Russians  backed  down. 

Surely  our  resentment  of  Japanese  eco- 
nomic power  is  fueled  by  memories  of  Pearl 
Harbor.  If  not,  why  else  are  we  unable  to 
reconcile  ourselves  to  a  powerful  but  un- 
threatening  Japan?  Books  are  being  written 
about  "The  Coming  War  With  Japan."  The 
notion  is  that  we  will  find  ourselves  literally 
at  war  with  Japan  over  the  struggle  for  eco- 
nomic supremacy.  As  America  concentrates 
more  and  more  of  its  energies  on  winning  its 
trade  battles  with  Japan,  the  argument  runs, 
Japan  will  react  by  expanding  its  military 
capability.  The  United  States,  fearful  of  its 
own  interests  in  Asia,  will  respond  in  kind. 
War  becomes  ine\  itable. 

This  fanciful  scenario  would  be  hard  to 
envisage  were  it  not  for  Pearl  1  [arbor.  Yet  it  is 
a  ghost  that  we  should  now  be  ready  to  bury 
half  a  century  later.  Wars  do  not  generally 
break  out  because  one  side  is  treacherously 
stabbed  in  the  back.  The  drifl  toward  war  is 
usually   prett)    clear:   threatening  notes  are 

exchanged,  diplomacy  is  exhausted,  armies 


are  mobilized.  The  possession  of  nuclear 
weapons  makes  it  so  unlikely  as  to  be  almost 
unthinkable  that  any  power  on  earth  should 
ktv  ever  dare  to  pull  a  Pearl  Harbor  on  us.  It  is 
said  that  Americans  have  short  memories. 


%V?  We  recreate  ourselves  in  a  new  environment 


'•  .••'.*iv  with  hardlv  a  look  backward.  For  an  Ameri- 
:  r'J'i'.     can,  fifty  years  is  a  millennium. 

Yet  the  consequences  of  Pearl  Harbor 
have  been  so  profound  that  they  are  likely  to 
outlive  the  Cold  War — but  they  should  also 
remind  us  that  our  relations  with  Japan  are 
very  different  from  what  they  were  in  the 
1930s.  We  should  not  make  the  mistake  that 
the  victors  over  Napoleon  made  in  1815 — 
when  their  war  plans  were  laid  out  under  the 
expectation  that  France  would  rise  again  to 
threaten  the  peace  of  the  Western  world. 

This  summer,  50  years  after  the  summer 
that  preceded  the  attack  on  Pearl  Harbor.  I 
sailed  with  my  children  through  the  San  Juan 
Islands  of  Puget  Sound.  As  I  walked  through 
the  Seattle  airport  I  noticed  that  the  signs 
were  in  English  and  Japanese,  and  every- 
where Japanese  businessmen  and  tourists 
were  to  be  seen.  That  nagging  fear  of  a 
Japanese  takeover  stayed  w  ith  me.  and  then, 
one  night,  we  put  into  Roche  Harbor  on  San 
Juan  Island  and  I  spent  the  night  at  the  Hotel 
de  Haro,  a  rambling  turn-of-the-century  hos- 
telry, weighed  down  with  ivy  and  roses, 
which  overlooked  the  bay.  In  the  lobby  was 
an  enormous  photograph  of  Theodore  Roo- 
sevelt,who  had  spent  the  night  there  early  in 
his  Presidency.  I  recalled  he  had  received  the 
Nobel  Peace  Pri/.e  for  his  efforts  in  settling 
the  1905  Russo-Japanese  War.  when  Japan's 
victory  marked  the  emergence  of  Japan  .is  a 
world  power  able  to  challenge  the  W est.  But 
there  was  Roosevelt,  brimming  with  self- 
confidence,  who  loved  being  President  o\  a 
/  great  nation,  loved  the  power  of  it.  for  what 
he  could  accomplish.  T. R.  had  contempt  for 
anyone  who  "continually  rails  at  And  abuses 
other  nations.*'  I  slept  wonderfully  well  that 
night  in  the  old  Presidential  suite,  and  1  w  oke 
up  thinking  that  we  shouldn't  waste  tit) 
more  time  worrying  about  Japan,  but  with 
the  energy  of  a  Theodore  Roosevelt,  decide 
what  kind  of  world  we  want  for  America  and 
then  go  ahead  and  make  it.  £ 


JAMES   CHACE  is  the  author  of  a  memoir. 
What  We  I  lad.  andkas  recently  completed  a 
hook  on  American  foriegn  policy  entitled.    The 
Consequences  Of  The  Peat 
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The  new  French  Valet: 

Makes  packing  so  simple... and  saving  so  easy. 
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/ntroducing  the  French 
Valet,  a  completely  new 
concept  in  carry-on  garment 
bags.  There's  no  easier  way 
to  pack  and  no  better  time 
to  save  on  this  piece 
of  fine  luggage. 

A  zippered  curtain 
rolls  up,  snaps  and  stays 
out  of  the  way  during 
packing. 

Clothes  transport 
easily  from  closet 
to  garment  bag  to 
hotel  on  their 
own  hangers. 

Spacious  and  beautiful, 
the  new  French 

Valet  holds  3-4 
suits  or  4-6  dresses. 

An  extension  pocket 
accommodates  garments 
up  to  60"  long. 

Two  pairs  of  cotton 
shoe  mittens  protect 
your  clothing  and  footwear. 


Two  roomy,  removable  mesh  pockets 
make  it  easy  to  see  what's  inside.  Just 
detach  and  place  them  in  the  dresser 
drawer.  No  need  to  unpack  and  repack. 


SAVE 


offM.S.R.R 

Limited  time  introductory  offer 
Nov.25  thru  Dec.  24, 1991 

Savings  may  vary  according 
to  fabric. 


French  has  never  made  a  garment  bag  like  this  before. 
And  this  rare  limited  time  offer  will  only  last  until  Christmas. 
Take  this  opportunity  to  purchase  an  exceptionally 
fine  piece  or  luggage  at  a  truly  exceptional  price.  Hie' 
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an  (800)  748-5656  Dept.  a 

for  your  nearest  dealer 
8:00  a.m.-  5:00  p.m.  Pacific  time  Mon.-Fri. 
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Carving  artists. 


Two  hundred  and  fifty 


Is  the  auction  market  a  buy  or  a  sell?  If  you 


are  a 


collector  of  Impressionist  or 


sparkling  intaglios,       modern  art,  and  have  watched  the  international 


at  Sloan 's, 


North  Bethesda,  Md. 


By  Caroline  Butler 


bloodbath    in    that   market, 


you   may 


want  to  keep  clear  until  things  look  a 
little  less  7»<7///r-esque.  Christie's 
has  seen  an  88%  drop  in  sales  of 
Impressionist  and  modern  art  during 
the  first  six  months  of  1991,  and  this 
sector  alone  represented  43%  of  the 
house's  total  sales  during  the  same 
period  last  year.  A  similar  tale  can  be 
told  by  Sotheby's. 

The  numbers,  indeed,  are  so  enor- 
mous that  some  may  assume  the 
whole  art  market  has  nosedived. 
This  is  not  the  case:  at  the  regional 
auction  houses,  where  Impressionist 
and    modern    works    have   played    a 


minor  role  in  the  past,  decorative  arts 
prices  slipped  perhaps  5%  during  the 
first  half  of  the  year — well  within  the 
margin  of  error.  Supply  was  down. 
and  with  consignors  waiting  until  af- 
ter the  Gulf  War  or  the  worst  of  the 
recession,  those  few  objects  that 
were  offered  at  regional  auctions  sold 
well.  Now  the  supply  is  resuming 
and  the  November  sales,  among  the 
best  of  the  year,  are  shaping  up  well 
from  the  offer  side. 

So  should  you  bu\  or  sell:  Our 
crystal  ball  suggests  it  ma\  just  be  I 
buyer's  market. 
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"Our  collection  outgrew  our  old 
insurance  company,  so  we  found 

pone  that  really  understands  the 
kind  of  protection  we  need." 


"It  must  be  Chtthb." 


Insuring  a  collection  means  understanding  its  uniqueness  as  well  as  adequately  covering 
its  value.  Chubb  has  the  expertise  and  capability  to  do  both.  Not  only  can  Chubb  shape  a  policy 
as  distinctive  as  each  collection,  Chubb's  highly  trained  experts  work  with  collectors  to  reduce  the 
chance  of  losses  from  ever  occurring.  And  should  there  ever  be  a  claim,  Chubb  is  renowned  for  its 
responsive  service. 

With  this  collection  of  credentials,  it's  not  surprising  that  Chubb  insures 

more  private  collections  than  any  other  insurance  company.  Ask  your  agent  or 

broker  about  Chubb,  or  call  1-800-36  CHUBB. 

CHUBB 

For  promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Croup  of  Insurance  Companies  who  issue  coverage. 

Chubb  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS.  Antiques  courtesy  of  The  Shelburne  Museum,  Shelburne,  Vermont. 


Ohhhhh.  Henry! 
Miller  manuscript 
and  original 
art,  at  Swamu's, 
\ew  York. 


Heavyweight  headgear.  Belle 

Epoque  tiara,  at  Weschler's, 

Washington,  D.C. 


A  Chippendale  off  the  old  block 
front,  at  Wtn.  Doyle,  X.Y. 
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COLLECTION  OF  ANTIQUE 

INTAGLIOS,  SLOAN'S, 

NORTH  BETHESDA,  MD. 

Auctions  often  produce  surprising 
examples  of  the  collecting  habits  of 
our  ancestors.  Take  intaglios  (the  op- 
posite of  cameos),  whose  incised 
caning  on  gems,  hard  stones  and 
glass  fascinated  collectors  from  antiq- 
uity to  the  17th  and  18th  centuries. 

These  intaglios — around  250.  al- 
most all  in  glass — will  be  sold  in 
subject  groups,  such  as  19th-century 
"study"  pieces  in  clear  glass.  18th- 
and  19th-century  copies  of  classical 
subjects,  seals,  etc.  Some  are 
signed — one  by  "C.  Brown"  of  the 
British  gem  engravers  active  in  En- 
gland. France  and  Russia.  Czarina 
Catherine  the  Great  was  quite  a  fan. 
employing  the  Browns  for  ten  years 
and  filling  her  collection  with  over 
400  of  their  engraved  stones,  now  in 
the  Hermitage. 

Sold  in  grouped  lots  at  estimates 
ranging  from  $600-52.000.  they  could 
make  great  stocking  sniffers.  At 
Sloan's  Dec.  12-15  sale.  Contact: 
X.rmine  Tadros.  301-46&-49U. 

ORIGINAL  MANUSCRIPT 
WRITTEN  AND  ILLUSTRATED 
BY  HENRY  MILLER, 
SWANN  GALLERIES, 
NEW  YORK 
A  tree  spirit  before  free  spirits  were 
I.    writer    Hcnr\     Miller    (1891- 
90)  left  the  constraints  of  the  I    v 
for  the  rumble  of  Paris  m  the  1^; 
There.  \uth  fellow  bohemians  \nais 
\m.    \lfred   Pedes  and  the  painter 

TTI 


Hans  Reichel.  he  lived  the  wild  life, 
as  anyone  who's  sweated  through  the 
recent  movie  Henry  And  June  knov 

In  1934  Miller  wrote  Tropic  Of  Can- 
cer (banned  in  the  States  until  1961), 
which  records  with  enormous  comic 
verve  his  life  in  Paris  as  a  poverty- 
stricken  artist,  lover,  good  compan- 
ion and  receptive  soul.  That  same 
spirit  animates  Order  And  Chaos  Chez 
Hans  Reichel.  a  rare  handwritten 
manuscript  which  Miller  gave  to  his 
friend  Reichel.  In  the  form  of  a  long 
intimate  "book  letter"  (81  pages.  9" 
by  5%"),  it  offers  a  unique  glimpse 
into  Miller's  creative  life  between 
Dec.  1937  and  Feb.  1938. 

Reichel  (1892-1958)  was  teaching 
Miller  the  art  of  watercolor  and.  be- 
sides Miller's  musings  on  life  and  art. 
the  manuscript  is  illustrated  with  his 
first  watercolors.  including  a  self-por- 
trait, along  with  erotic,  amusing,  dec- 
orative collages  and  drawings. 

The  manuscript  is  paired  with  a 
magnificently  printed  version  of  the 
work,  the  "Cork  Edition."  by  the 
Loujon  Press  (1966)  in  its  original 
slipcase.  For  sale  at  an  estimate  of 
$8,000-$  12,000  at  Swann  Galleries, 
along  with  other  Miller  items  on 
Dec.  12.  Contact  Caroline  Biren- 
baum.  212-254-4710. 

BELLE  EPOQUE  DIAMOND 

TIARA,  WESCHLER'S. 

WASHINGTON  D.C. 

Tiaras   have   been   gracing  ru 
around  the  world  for  a_  mbols 

of  both  status  and  conspicuous  con- 
sumption. True  to  their  history, 
they're  versatile  creatures:  in  the 
1890s  a  woman's  tiara  would  be 
found  nesting  in  a  wave  of  hair  piled 
high  on  her  head:  in  the  An  De 
period  around  her  forehead. 

Man\  tiaras  will  convert  into  neck- 
laces, as  does  this  shimering  Belle 
Epoque  example  I  it  an  a 

mate  of  $12,000-$  18,000  at  Wesch- 
ler's on  Dec.  13  among  jcuelrv  and 
20th-centur\  works  of  art.  Made  cr 
1^10.  and  mounted  in  platinum,  it 
boasts  -  European-cut  and  u 
cut  diamonds  and  10  baguette  dia- 
monds, of  perfectly  matched  color, 
for  a  total  weight  of  I  n- 

tact:  John  S.  Weschlcr, 
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Okay,  So  Maybe  There  Is  Someone  Who  Doesn't 
Need  Our  New  Universal  Remote. 


With  few  exceptions,  most  of  us  could  use  an  extra  hand  And  it's  compatible  with  virtually  every  brand.  Since  the 

■  controlling  our  remotes.Thafs  why  Memorex  introduces  the  new  AV8  Turbo  is  preprogrammed,  you  don't  need  a  PhD.  in 

AV8 Turbo  Universal  Remote.  Sure,  it  can  replace  any  existing  electronics  to  understand  how  it  works.  So  get  the  AV8 

•  remote.  But  it  can  also  consolidate  remotes  for    M6EMOHGX®  Turbo,  just  one  of  a  full  line  of  Memorex  Universal 

*  up  to  eight  different  audio  and  video  components.    Is  It  Live,  Or  Is  It  Memorex?    Remotes.  After  all,  you  only  have  two  hands. 


Teddy,  willing  and  able. 

Signed  Roosevelt  photo,  at 

Wm.  Doyle,  New  York. 


Skyn  n  e  r-  dippi  ng.  Ga  ins  bo  ro  ugh 
portrait,  at  Grogan's,  Boston. 


Chair  game— 

from  a  Meeks 
parlor  suite,  at 
Dunning's, 

Elgin,  III. 


AMERICAN  CHIPPENDALE 

SECRETARY,  WM.  DOYLE, 

NEW  YORK 

Compared  to  their  Knglish  counter- 
parts, 18th-century  American  cabi- 
netmakers made  few  pieces,  and 
those  that  survive  are  very  beautiful, 
very  expensive  and,  when  they  are 
"block  fronts,"  definitely  blue-chip 
investments. 

Expert  Wallace  Nutting  called 
block  fronts  the  "aristocrats  of  furni- 
ture." This  mid-18th-century  Con- 
necticut Chippendale  block  front 
secretary  is  truly  exceptional:  it  is 
chcrrywood  instead  of  the  more  usu- 
al mahogany;  it  is  not  only  carved  but 
also  inlaid  in  satinwood;  and  it  has 
ball  and  claw  feet  rather  than  the 
more  common  bracket  feet. 

Block  fronts  of  such  quality  are 
few  and  far  between.  In  Oct.  1989, 
Dunning's,  Illinois,  sold  a  slightly 
similar  block  front  cherrywood  secre- 
tary for  $506,000.  If  you  want  to  se- 
cure this  splendid  piece  of  Ameri- 
cana, the  sale  is  on  Nov.  20,  at  Wil- 
liam Ooyle  Galleries,  and  the 
estimate  is  $100,000-$  150,000.  Con- 
tact: Diane  Waters,  212-427-2730. 

PRESIDENT  THEODORE 
ROOSEVELT'S  SIGNED 

PHOTOGRAPH. 
WM.  DOYLE,  NEW  YORK 

In  1904,  when  this  photograph  was 
taken,  Theodore  Roosevelt  had  just 
been  elected  in  his  own  right  as  Pres- 
ident, after  having  stepped  into  the 
Presidency  upon  the  assassination  of 
McKinleyin  1901. 

Of  course,  we  could  write  a  book 
about  Teddy's  accomplishments. 
But  since  that's  already  been  done  a 
few  times,  we'll  just  tell  you  that  this 
striking  photograph  is  inscribed:  "To 
Henry  W.  Taft  Esq.  with  the  sincere 
regards  of  his  friend  Theodore  Roo- 
sevelt  Nov.  19th  1904."  Taft 
(1859^945)  was  a  New  York  lawyer 
who  served  on  the  New  York  Educa- 
tion and  Charter  Commissions,  and 
was  an  Assistant  to  the  U.S.  Attornc\ 

General   under   Roosevelt    Up   for 

grabs  at  an  estimate  of$300-$500  in 
William  Doyle  Galleries'  Books  and 
Autographs  sale  on  Dec.  1J.  Contact: 
Diane  Waters.  212-427-2730. 


GAINSBOROUGH  PORTRAIT, 
GROGAN'S,  BOSTON 

English  painter  Thomas  Gainsbor- 
ough (1727-1788)  was  said  to  be  a 
happy  and  impulsive  man,  who  pre- 
ferred the  company  of  actors  and 
musicians  to  those  ever-so-tiresome 
literary  types.  Landscapes  were  his 
favorite  subject,  but  he  excelled  in 
the  lucrative  vein  of  portraits,  be- 
coming, in  1768,  a  founding  member 
of  the  Royal  Academy  and,  after 
1781,  the  favorite  portraitist  of 
George  III  and  Queen  Charlotte. 

In  1785,  Gainsborough  was  com- 
missioned to  paint  Sir  John  Skynner 
(1724?- 1805),  who  seems  to  have  had 
the  ideal  background  and  comport- 
ment to  be  a  judge.  While  Skynner's 
life  makes  a  trifle  dull  reading. 
Gainsborough  has  rendered  him  w  ith 
warmth  and  interest.  This  is  one  of 
three  versions  of  the  work,  the  others 
hanging,  appropriately,  in  Christ 
Church,  Oxford,  where  Skynner  w 
a  scholar,  and  in  the  legal  courts  at 
Lincoln's  Inn,  London,  where  he 
was  a  member.  Estimated  at  $30,000- 
$50,000,  the  portrait  is  among  65  ma- 
jor works  of  art  being  sold  for  the 
Holyoke  Public  Library  Corp.  at 
Grogan's  on  Nov.  14.  Contact:  Mar- 
tha Richardson,  617-566-4100. 

JOSEPH  MEEKS  &  SONS 

PARLOR  SUITE, 
DUNNING'S,  ELGIN,  ILL. 

Joseph  Meeks  c\  Sons  were  leading 
New  York  furniture-makers  from 
1797  to  1868.  Though  few  examples 
of  their  early  styles  survive,  adver- 
tisements show  that  they  produced 
furniture  in  a  simplified  English  Re- 
gency style  in  1833,  and  in  the  1840s 
they  made  pieces  in  Gothic  Revival, 
including  a  set  o\  walnut  chairs  for 
the  White  I  louse. 

These  days  the  name  Meeks  calls 
to  mind  laminated  rosewood  furni- 
ture in  the  lascivious  contortions  o( 
the  Rococo  style  that  was  so  hot  in 
the  1850s.  But  while  some  works  in 
J.  H.  Belter,  i  contemporary,  are 
commanding  close  to  s:\  figu 
Meeks  pieces  are  still  on  the  way  up. 
Among  the  series  of  patterns  Meeks 
offered  was  the  "Stanton  Hall"  o\ 
this  chair  from  a  three-piece  match- 


..-' 


ing  suite  (estimate:  $10,000-$  15,000). 
At  Dunning's  sale  on  Dec.  1.  Con- 
tact: Bill  Milne,  708-741-3483. 

FREDERIC  REMINGTON. 

"A  BUGLER/' 
HINDMAN'S,  CHICAGO 

When  you  hear  the  name  Frederic 
Remington  your  first  thought  is 
probably  those  striking  bronzes  of 
Western  subjects.  Yet  when  he  died 
in  1909,  Remington  left  a  legacy  of 
2,750  paintings  and  drawings  and 
only  25  sculptures. 

Remington  was  born  in  Canton, 
N.Y.,  in  1861,  and  moved  to  Kansas 
in  the  1880s,  where  he  rambled 
around     the     Southwest    sketching 


Toot  sweet — a  Remington  oil.  At 
Hindman's,  Chicago. 

horses,  cavalrymen,  cowboys  and  In- 
dians. Upon  returning  to  New  York 
in  1885  he  quickly  became  a  success- 
ful illustrator,  and  it  wasn't  long  be- 
fore his  oils  began  winning  pri/.cs. 

Some  of  Remington's  oils  have 
fetched  big  bucks:  in  Nov.  1989, 
Sotheby's  unloaded  Attack  On  The 
Supply  Wagons  for  a  record  $4.73  mil- 
lion. This  powerful  portrait  of  a  bu- 
gler, signed  and  dated  June  8,  1900 
(18Vfc"  by  12V6"),  and  authenticated 
by  the  Buffalo  Bill  Historical  Center 
in  Cody,  Wyo.,  is  up  at  an  estimate  of 
$10,000-$1 5,000,  at  Leslie  Hindman 
Auctioneers,  Dec.  8-11.  Contact: 
Maron  Matz,  312-670-0010.  9 

CAROLINK  BUTLER  covers  region- 
al auctions  for  FYI. 


It's  a  good  time  of  year  to  visit  us  here  in  Lynchburg  So  we  hope  to  see  you  soon 


WHAT  LITTLE  TRAFFIC  there  is  in 
Lynchburg,  Tennessee  can  be  brought  to  a 
standstill  by  a  Mallard  hen. 

This  one  came  from  over  by  our  limestone  cave 

spring,  where  Jack  Daniel  discovered  water  so 

right  for  whiskey  making  (it's  iron- 

free),  he  built  his  distillery  alongside. 

Of  course,  that  meant  sharing  the 

property  with  a  few  ducks.  But  to 

have  a  source  of  water  this  treasured, 

we've  always  been  glad  to  stop 

for  friends  who  value  it  as  much 

as  we  do. 

SMOOTH    SIPPIN' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 

Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor.  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 

Placedinthe  National  Registerof Historic  Places  by  the  United  Slates  Government. 
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.  pocket  knife 
can  be  more  than  something 

every  good  scout  carries 
— more  than  even  a  portable 

toolbox  engineered  with 

Swiss  precision.  It  can  also 

be  a  work  of  art. 
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Making  the  Blade 
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ime  was,  an  American 
man  or  boy  would  have  felt  un- 
dressed walking  around  without  a 
knife  in  his  pocket.  It  was  not  a 
weapon,  more  like  a  tool.  Useful  for 
cutting  string,  opening  envelopes, 
slicing  apples,  cleaning  fingernails, 
tightening  screws  and  a  few  million 
other  things.  Boys  carried  scout 
knives,  men  carried  something  a  lit- 
tle slimmer  and  lighter. 

At  some  lamentable  point,  the 
pocketknife  went  the  way  of  the 
pocket  watch,  and  you  began  to 
know  a  man  by  the  cologne  he  wore, 
not  the  brand  of  blade  he  carried. 


Being  a  fundamental  sort  of  thing, 
however,  knives  did  not  vanish. 
American  bladesmiths  made  knives 
by  hand  for  collectors  and  aficiona- 
dos, and  the  work  of  men  with  names 
like  Randall  and  Moran  became  cer- 
tifiably  collectible.  Most  of  those 
knives,  however,  were  fixed 
blades — Bowies,  fighters  and  Arkan- 
sas toothpicks — the  sort  of  thing  that, 
if  you  put  one  in  your  suit  pocket,  it 
would  cut  your  leg  off.  You  needed  a 
permit,  almost,  to  carry  one. 

Then,  in  the  late  1970s,  a  few 
bladesmiths  began  custom  making 
lock-back   folders.    This  was  an  old 


design,  dating  back  some  200  years, 
and  standard  on  electricians'  knives 
The  engineering  was  simple  enough, 
as  was  the  intent — under  pressure, 
the  open  blade  was  held  in  place  b\  .1 
spring  that  prevented  the  blade  from 
folding  and  slicing  the  user's  fingers 
to  the  bone — but  the  knives  of  Ron 
Lake.  Jess  Horn  and  John  1  e  Blanc 
were  something  entirely  new  m 
terms  of  materials  used  and  quality  of 
workmanship.  Also,  you  could  c.ur\ 
them  in  your  pocket. 

These  knives  were  made  of  new 
steels  that  did  not  corrode  but.  un- 
like some  o\'  the  earlier  chrome  al- 
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loys,  would  also  take  and  hold  an 
edge.  These  steels  were  too  hard  to 
be  worked  by  normal  production 
methods.  In  either  mirror  or  satin 
finish,  the  blades  were  irresistible  to 
the  eye.  The  frames  were  generally 
nickel  silver,  and  the  handle  material 
was  stag  horn  or  some  kind  of  exotic 
wood — cocobolo,  rosewood,  teak — 
hard,  rich  and  seductive.  And  then, 
there  was  the  sheer  workmanship, 
the  tight  fit  and  the  close  tolerances 
that  could  not  be  matched  by  factory 
knives  or,  indeed,  very  many  custom 
makers. 

"Some  of  those  knives  went  for 
$50  or  $75,"  says  A.  G.  Russell  of 
Springdale,  Ark.,  one  of  the  foremost 
dealers  and  collectors  in  the  busi- 
ness. (You  may  contact  Russell  about 
getting  on  his  mailing  list  by  calling 
501-751-7341.)  "That  seemed  like  a 
lot  of  money  to  pay  for  a  knife.  But 
today,  any  of  those  knives  would  be 
worth  more  than  a  thousand." 

And  the  work  of  today's  best  mak- 
ers goes  for  considerably  more  than 
that. 

The  blade  steel  is  no  longer  A2  or 
Ol,  but,  usually,  154  CM,  which  is 
used  in  ball  bearings  and  jet  turbine 
blades.  (Some  makers  use  the  Japa- 
nese equivalent,  ATS  34.)  The 
frames  are  generally  416  stainless, 
which  holds  engraving  well,  though 
some  makers  use  titanium  and,  occa- 
sionally, nickel  silver.  These  are 
high-tech  blades.  While  the  modern 
maker  does  not  hand  forge,  he  will  do 
his  own  hardening,  at  about  2,000 
degrees  and  then  reheat  the  blade,  or 
"draw"  it,  at  about  800  degrees  to 
temper  it.  Then  he  will  sharpen  and 
polish  the  blade  to  give  it  a  perfect 
finish.  Still,  according  to  Harvey 
McBurnette  of  Eagle  Nest,  N.M. 
(505-377-6254),  four  of  whose  knives 
are  featured  on  the  preceding  page, 
"The  blade  is  just  an  excuse  to  call  it 
a  knife." 

The  real  work  is  in  the  handle. 

McBurnette  uses  sea  snail  (#1 — 
$1,295),  pearl  (#2— $1,675),  abalone 
(#3— $1,495),  and  black  pearl  (#6— 
$1,295)  among  other  exotic  materials. 
"Makers  use  just  about  anything 
these  days,  except  rhino  horn  and 


tortoiseshell,  which  is  illegal,"  says 
Russell,  "and  I've  even  seen  men 
give  their  grandmother's  hair  brushes 
and  combs  to  a  maker  to  use  the  shell 
for  handle  material,  which  I  think  is  a 
sinful  thing.  I'd  much  rather  keep 
my  grandmother's  things  and  give 
the  knifemaker  something  else  to 
work  with." 

Joe  Kious's  knife  (#4— $1,300)  has 
a  handle  made  from  impala.  A  former 
high  school  government  teacher  from 
Kerrville,  Texas  (512-367-2277), 
Kious  has  been  making  knives  full- 
time  for  about  ten  years.  He  makes 

'  'You  can  V  cheat, ' '  says 
A.  G.  Russell,  a  promi- 
nent dealer.  "When  you 

pick  up  one  of  these 
knives,  the  quality  just 
screams  at  you. 
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between  100  and  150  pieces  a  year 
and  originally  sold  the  impala  piece 
for  $460.  Russell  lists  it  in  his  cata- 
logue for  $1,300. 

John  Le  Blanc,  whose  piece  (#5 — 
$445)  has  an  ivory  handle,  likes  to 
make  two  or  three  knives  a  week  at 
his  shop  in  Winnsboro,  Texas 
(903-629-7745).  "But  you  just  never 
know,"  he  says.  "Sometimes  they 
just  go  together  with  no  problem  and 
then,  when  you  try  something  new,  it 
seems  to  take  days  and  days  to  get 
the  fit." 

The  exotic  handle  material  may  be 
set  into  the  frame,  in  which  case  the 
fit  simply  must  be  perfect,  measured 
in  l/10,000s  of  an  inch.  As  Russell 
says,  "You  can't  cheat  on  that.  There 
is  no  filling  with  epoxy,  or  any  of 
that.  When  you  pick  up  one  of  these 
knives,  the  quality  just  screams  at 
you." 

Steve  Hoel  of  Pine,  Arizona 
(602-476-4278),  used  jade  as  his  inlay 
material  in  the  frames  (#8),  one  of  the 
48  knives  he  made  last  year,  most  of 
them  with  some  kind  of  lapidary  for 


the  handle  material.  "I  like  the  stabi- 
lity," he  says.  "With  jade  or  lapis, 
you  don't  get  any  warping  or  shrin- 
king." Unfortunately,  Russell  sold 
the  piece  for  $6,700,  but  similar  ones 
are  still  available. 

The  most  exotic  handle  material 
in  this  selection  is  John  Busfield's 
dinosaur  bone  (#7 — $3,000).  Like 
virtually  all  of  the  good  knifemakers, 
Busfield,  who  lives  in  Roanoke  Rap- 
ids, N.C.  (919-537-3949),  has  more 
orders  than  he  can  handle.  He  some- 
times sells  at  shows,  by  lottery.  Oth- 
erwise, dealers  like  Russell  would 
buy  everything  he  made.  "The  good 
makers  have  to  sell  by  lottery  to  keep 
from  making  everybody  mad,"  says 
Russell.  "I  go  to  the  shows  and  put 
my  cards  in  for  drawings  on  a  Le 
Blanc  or  a  Busfield  or  a  Hoel,  just 
like  anyone  else." 

One  of  these  knives  will  begin  to 
appreciate  almost  the  instant  it 
leaves  the  maker's  custody.  In  addi- 
tion to  simple  market  appreciation, 
some  of  them  are  enhanced  by  en- 
graving around  the  frame.  Steve 
Hoel  knows  of  one  case  where  the 
owner  of  a  knife  he  made  for  $2,200 
had  $13,500  worth  of  engraving  done 
to  the  piece  by  Winston  Churchill  of 
Proctorsville,  Vt.  (802-226-7772),  the 
most  highly- regarded  engraver  of 
guns  in  this  country. 

Russell,  who  knows  this  market  as 
well  as  anyone — and  whose  own  pro- 
duction knife  (#9)  is  a  fine  bargain,  if 
not  a  collectible,  at  $60 — believes 
that  most  of  these  knives  are  never 
used  to  cut  anything.  "But  some  of 
them  are.  You'll  see  a  man  who 
would  never  think  about  wearing 
jewelry,  but  he  wants  to  carry  some- 
thing fine  in  his  pocket.  So  he'll  buy 
one  of  these  knives  and  actually  use 
it."  Still,  most  of  the  interest  is 
among  collectors,  including  Joe  Di- 
Maggio,  Sylvester  Stallone,  Paul 
Harvey  and  Win  Rockefeller.  But, 
whether  one  is  a  collector  or  simply  a 
man  who  doesn't  feel  right  when  he 
doesn't  have  a  knife  in  his  pocket, 
the  possibilities  are  better  now  than 
they  have  been  in  years.  American 
steel  lives.  US 

— Geoffrey  Norman 
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ADVERTISEMENT 


Come  see  Germany  this  winter, 
when  the  whole  country  is  lit  up 
with  excitement. 


Travel  to  Germany  with 
Lufthansa  this  winter  for  a 
very  illuminating  experience. 
Because  then  our  cultural 
season  is  at  its  height.  Every 
day  there  are  thrilling  perfor- 
mances in  our  great  theaters, 
concert  halls  and  opera 
houses.  And  enjoy  our  fine 
museums,  restaurants  and 
shopping,  free  of  summer 


crowds.  To  help  plan  your 
vacation,  Lufthansa  is  offering 
The  Lufthansa  Holiday 
PlannerSM  to  Germany  and  the 
Alps.  It  suggests  itineraries 
and  tells  how  to  save  on  air- 
fares, hotels  and  rail  passes, 
even  how  to  get  a  free  Avis 
rental  car.  For  a  free  copy  call 
1-800-FLY-LUFT  or  see  your 
Travel  Agent. 


Lufthansa 
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ADVERTISEMENT 


Choose  from  personal,  portable,  transportable  or  mobile  models 

(M)   MOTOROLA 

^-^  Cellular  Telephones   1-800-331-6456 
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The  MoMA 
Business  Gift  Service 


The  best  in 
contemporary  design 
for  personal 
or  business  gifts. 


Call  our  Business  Gift  Shopper  at  212-708-9444  for 
all  the  details  on  volume  discounts,  personal  shopping 
assistance,  gift  wrap,  card  enclosure,  and  delivery. 
Catalog  $3.00 
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WE  DIDN'T  BRIDGE 

THE  GAP  BETWEEN  LUXURY  AND 

PERFORMANCE,  WE  ELIMINATED  IT. 


1991  ALFA  164  SEDAN 

■  Bosch  fuel-injected 
3-I  iter  V-6  engine 

■  Automatic  climate 
control 

■  Power-assisted 
steering,  power 
windows,  power 
seats 

■  Power-assisted 
4-wheel  disc  brakes 

■  4  coaxial-speaker 
premium  sound 
system 

■  Cruise  control 


■  3-\  ear  or  36.000- 
mile  Alia  Romeo 
Assurance  Program 

i  See  \our  dealer  tor  details,  i 
For  more  information,  call 

1-800-245-ALFA 


?  1990  Alia  Romeo  Distributors  ot  North  America. 


Thelegendar\  marque 
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SCORESBY  SCOTCH 
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Blinded  Scotch  Whisky 
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NOWAY  TEMPTATION 

DRINK  RIGHT.  DRINK  SMART.  BE  RESPONSIBLE. 

,.uh  Whiiky,  43%  Ak/Vol  (86  Proof).  Imported  jnd  Bottled  by  Foreign  Vinli8ci.  Like  Success,  NYOI991. 


emrassysuitb:  twice  the  hot 
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Before  you  travel  for  business  or  pleasure, 

Think  Twice ?M  Embassy  Suites.  Twice  The 

Hotel?M  With  all  we  have  to  offer,  your  trip 

will  be  Twice  As  Enjoyable. 

TWICE  THE  ROOM.  A  spacious  two-room 

suite.  With  private  bedroom  and  living  room 

with  sofa  bed. 

TWICE  THE  VALUE.  Free,  cooked-to-order 

breakfasts.  Two  hours  of  complimentary 

beveragest  each  evening. 

TWICE  THE  COMFORT.  A  coffee  maker, 


microwave  and  wet  bar  with  refrigerator. 
Right  in  your  suite. 

TWICE  THE  HOTELs.M  With  sunlit  atriums, 
indoor  pools,  saunas  or  whirlpools. 
So  the  next  time  you  need  a  hotel  room,  Think 
Twice?M  And  for  reservations  at  one  of  our  100 
locations,  call  your 
travel  agent  or 
Twice  The  HoteP 

1-800-EMBASSY.  V         EMBASSY 

SUITES" 


Subject  10  stale  and  local  laws  GARFIELD   ©1978  United  Feature  Syndicate,  Ini 


*otod«x»  it  a  rftgistw ed  trademark  of  the  Rolodex  Corporation.  "Potf-it"  is  o  trademark  of : 


THE  GIPT  THEY 
CAN  OPEN  EVERY 
DAY  OF  THE  YEAR. 


The  people  who  wrote  the  card  on  orga- 
nizing have  now  written  the  book.  Intro- 
ducing the  Rolodex*  Personal  Organizer. 
The  first  and  only  organizer  with  Post-it" 
brand  Notes.  And  accessories  that  let 
you  customize.  Available  wherever 
office  products  are  sold. 
Happy  Holidays  from  Rolodex. 

ROLODEX 

Our  organization  i»  dedicated  to  yours. 
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AT16  MANIA 

Silk  crepe  neckties 

in  artfully  inspired 

designs  from 

Manhattan 

Menswear  Group. 

Shown  left  to  right: 

Help,  Drive  mu  Car, 

Do  Vou  Want  to 

Know  a  Secret, 

Let  It  Be,  fill  Vou 

Need  is  Love,  Good 

Morning  Good 

Morning,  &  Magical 

Mystery  Tour. 

25.00  each. 

To  order, 

call  1-800-345-5273 
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SHEAFFER 


Old 

TMO.Z 


TENNESSEE  WHISKEY    - 

Look  for  our  gift  tin  and 
distiller's  thermometer  wherever  our 

fine  whiskey  is  sold.  Each  one 

makes  a  welcome  gift.  Gome  to  think 

of  it,  so  does  our  whiskey. 


,;>  7i » 

•I  WHISKEY 
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Tennessee  Whiskey  •  40 M%  Alcohol  Bv  Volume  M  S6  Proot>«  Distilled  ind  Bottled  b*  )»ck  Dan*!  Distillery  Lem  Motto*  Propnetw  Route  1  lynctibwrf  tPbp  361>  fcMesste  37J&T 
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Bob  Saxon  Associates 

Worldwide  Yachting  and  Charter  Consultants 


Call  for  a  complimentary  copy 
of  "He  C  harter  The  World" 


Our  fleet  ranges  from  45' -175' 
and  is  available  around  the 
globe  at  various  ports  of  call. 
We  invite  you  to  call  one  of 
our  charter  experts  to 
explore  the  unimaginable 
pleasures  and  rare  privileges 
of  chartering  a  luxun  yacht. 


The  World's  Smallest 
Fax  Machine* 

The  new  RICOH  PF-1  personal  fax 

weighs  just  5%  pounds  and  faxes  8V2"  x  11"  documents 

from  just  about  anywhere.  Hotel  rooms.  Airports. 

Public  phones.  Even  car  phones. 

So  call  1-800-63-RICOH,  ext.  1337, 

and  put  a  little  holiday  cheer  in  the  briefcase 

of  that  special  businessperson  in  your  life. 

Where  Imagination  Becomes  Reality 


Worldwide  Facsimile  Sponsor 
1992  Olympic  Games 


*As  certified  by  the  Guinness  Book  Of  Records,  1991 . 
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4,000,000  fee  miles. 

There  are  over  4,000,000  miles  of  roads  in  Alamo  Territory.  And  Alamo  gives  you 

every  one  of  them  free.  Every  day.  For  reservations  or  information, 
call  your  Professional  Travel  Agent  or  call  Alamo  directly  at  1-800-GO- ALAMO. 
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Alamo 

Rent  A  Car 


Where  all  the  miles 
are  free 


The  Only  New 
Addition  To 
^3^      The  Prestigious 


Family  Of 
Mobil  Five  Stars 

In  1991. 


You  Deserve 
The  Best. 

This  holiday  season,  treat 

yourseli  to  a  pair  ol  Royal 

Imperial  shoes  hy  Florsheim. 

For  your  nearest  dealer,  or 

to  order  direct,  call: 

1.800-446-3500 

American  kxpross  ana  moat  major 
credit  card*  welcome. 


FLORSHEIM 

Rpyal  Imperial 


Quality  is  Timeless 


^Fbur 
Seasons 

Hotel 

LOS  ANGELES 
at  Beverly  Hills 


100  SOUTH  DOHENY  DRIVE  AT  BURTON  WAY,  LOS  ANl  ^90O4*<213    ! 
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There's  A  Part  Of  You  Thats  Pendleton: 
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OUR 

WARM  WISHES 

FOR  THE 

HOLIDAYS 
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The  world  class  workout  for  those 
committed  to  personal  excellence. 


Introducing  the  NordicSporf '  Sport  Simulator1"'  line 
from  NordicTrack  —  a  new  concept  in  world-class  sport 
simulation  equipment  designed  to  make  exercise  a 
synergy  of  function  and  fun. 

Your  eye  is  caught  by  the  sleek  beauty  of  its  ergonomic 
styling,  your  senses  captured  by  its  state-of-the  art 
assembly  and  graphite  composite  construction. 

All  of  which  give  you  a  whole-body  aerobic  workout  as 
pleasurable  as  it  is  purposeful.  Toning  your  muscles. 
Strengthening  your  heart. 

Call  us  today  and  achieve  personal  excellence. 


Discover  n  o  r  d  i  c  s  p  o  r  t 

b  v    fflordicfrack 

For  a  free  video  and  brochure,  call  1-800-445-2231  ext.  47MK1 

NordicTrack,  141  Jonathan  Boulevard  North.  Chaska.  MN  55318  1991  NordicTrack.  Inc.. 
A  CML  Company  All  rights  reserved. 


Reverso 

With   Its   pivoting   case 

handcrafted   in   18k   gold. 

the   Reverso   by 

Jaeger-LeCoultre    is 

ideal   for   engraving   of 

initials   or   corporate    logo. 

Whether   worn   as   watch 

or   bracelet.   reverso   is  a 

classic  -  a   cherished 

collectible   since    1931. 


FOR    INFORMATION    CALL  (800)    JLOTIME 


_ 
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Business  or  Pleasure, 
There's  only  One  Choice. 

Year  in  and  year  out,  our  fares  are  among  the  lowest  you'll  find  anywhere.  But  budget 

fares  don't  mean  budget  service.  Our  dedicated  employee-owners  are  renowned  for  their 

outstanding  care  and  service,  flying  you  to  more  than  40  destinations  coast  to  coast.  And 

with  FlightFund™,  our  popular  frequent  flyer  program,  you  can  earn  free  travel  awards 

quickly  and  easily.  So  whether  you're  flying  on  company  time  or  your  own  time, 

it's  always  a  good  time  to  fly  America  West. 

For  reservations,  please  call  your  Travel  Agent  or 
America  West  Airlines  toll  free  at  1-800-247-5692. 

/America  West  Airlines 


THE  OMEGA  CONSTELLATION 

IN  18K  GOLD,  COMBINATIONS 
OF  18K  GOLD  AND  STAINLESS 
STEEL  OR  ALL  STAINLESS  STEEL 

SWISS  MADE  SINCE  1848 

n 

OMEGA* 


Choose 
Quality 

Nothing  brings  family  and  friends  together  over  the 

holidays  like  the  smooth  taste  of  Canadian  Club. 

Since  1858,  it's  been  the  Canadian  whisky 

that  has  stood  the  test  of  time. 


40%  ale  /vol  Blended  Canadian  Whisky  Imported  In  Bottle  by  Hiram  Walkei  and  Sons.  Inc  Farmmgton  Hills  Ml  ©  1991 


ADVERTISEMENT 


You'll  find  them  presenting  an  opening  argument  in 
a  court  room.  Closing  a  crucial  deal  in  a  conference  room. 
Casting  the  deciding  vote  in  a  board  room.  Or  simply  de- 
ciding which  wine  with  dinner  in  the  dining  room. 

Bostonian  shoes.  A  gift  that  will  stand  him  in  good 
stead,  whatever  the  occasion.  For  the  names  of  retailers 
near  you,  please  call  (800)  345-2786. 


BOSTONIAN 

They'll  take  you  as  far  as  you  want  to  go. 


Give  A  Year's  Worth  Of  Travel  Savings  For  As  Little  As  $35! 

With  A  Hilton  Senior  HHonors  Gift  Membership  Certificate. 


A  Hilton  Senior  HHonors  membership  can  mean  a  world  of  difference  to  that  special  traveler  on 
your  gift  list  who's  60  or  older.  He  or  she  can  enjoy  discounts  of  up  to  50%  on  room  rates  at  over 
240  U.S.  Hiltons  with  an  Annual  Domestic  Membership,  or  over  330  Hiltons  around  the  world 
with  an  Annual  or  Lifetime  Worldwide  Membership.  Dinner  discounts  of  20%  at  participating 
Hilton  restaurants.  Free  membership  for  spouses.  And  more. 

Senior  HHonors  gift  membership  certificates  are  priced  at  $35,  $50  and  $200  and  come  in  a 
decorative  gift  envelope  so  you  can  deliver  them  personally  or  by  mail.  And  with  each  gift  order 
you  place,  we'll  send  you  a  "Fridays  Are  Free!"*  certificate  valid  at  participating  Hiltons  around 
the  country.  But  we  must  receive  your  order  by  December  6,  1991,  in  order  to  send  the  gift  pack 
to  you  in  time  for  the  holidays. 

To  Order  A  Gift  Certificate,  Call  1-800-432-3600  ext.  131  Today! 

For  the  Senior  HHonors  Program,  advance  room  reservations  are  required  and  may  nol  always  be  available  al  all  participating 
hotels.  Offer  cannot  be  combined  with  other  certificates,  coupons,  discounts,  packages  or  promotional  offers.  Rales  do  not  apply 
to  group  meetings  or  conventions  and  do  not  include  taxes.  Senior  HHonors  membership  fees  and  hotel  rates  are  subject  to  change 
without  notice.  Other  restrictions  apply. 

*Your  transferable  "Fridays  Are  Free!"  certificate  entitles  you  to  a  free  Friday  night  at  participating  Hiltons  when  your  stay 
includes  a  Saturday  night  at  a  standard  corporate  rate  or  higher.  Advance  reservations  required.  Other  restrictions  apply. 
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Hartmann  Luggage. 
A  handsome  gift 

you'll  open 
for  years  to  come. 

Hartmann  luggage  and  acces- 
sories become  treasured  gifts  because 
so  much  goes  into  them.  Meticulous 
handcraftmanship.  Choice  leather 
and  fabrics.  And  fine  attention  to 
detail.  You  can  take  pride  in  a  gift  that 
will  withstand  the  rigors  of  travel. 
And  the  test  of  time. 


harft 


IHOHK 


■u  1991  Hartmann 


Handcrafted  since  1877 
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Executive  Elegance. 


Call  800-748-5656  Dept.B 

for  your  nearest  dealer  8:00  a.m.-5:< 


x$ 
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p.m.  Pacific  time  Mon.-Fri.     Cmpmt 


Avis  Preferred  Express' 

Speed 
(tenting. 

The  fastest  way  to  rent  from  the  employee-owners  of  Avis. 

•  No  counters.  •  No  paperwork.  •  No  hassles. 

For  more  information ,  call  an  employee-owner  of  Avis  at 

1-800-831-8000 

AVIS. 


We  try  harder! 


©1991  Wizard  Co..  Inc. 


The 
Prodigy  Service 

The  Prodigy  online  computer 

service  has  something  for 

each  member  of  your  family. 

It  has  hundreds  of 

valuable  features,  including  a 

regularly-updated  encyclopedia, 

great  values  from  dozens  of  online 

merchants,  news,  weather,  and 

sports  updated  continually,  games. 

and  so  much  more. 

Purchase  a  Start-up  Kit  at  any 

Prodigy  service  dealer. 

For  a  store  near  you 

call  1-800-776-0840. 


MOVADO 

The  Museum.Watch. 

llir  Mouado  Museum  <lul  is  .1  registered  trademanV  at  Fhe  Movado  w.ik  li  i  imihv.iikv 
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You  Get  More  With  A 
Qantas  First  Class  Kit 

Fly  First  Class  on  Qantas  to  Australia  or  the  South  Pacific  before  June  1 ,  and 
you'll  receive  a  $300  merchandise  certificate  from  The  Sharper  Image- 
with  75  stores  and  a  catalog  that  go  further  to  celebrate  human  ingenuity 
with  innovative,  high  quality  products.  Then  we'll  go  further.  You'll  also 
receive  early  check-ins,  upgrades  and  a  variety  of  V.I. P.  benefits  from 
the  prestigious  Regent  Hotels  in  Sydney,  Melbourne  and  Auckland. 
Qantas  offers  daily  nonstops  and  more  flights  than  any  other  airline  from 
North  America  to  Down  Under.  Call  1-800-892-9761 . 


)  Copyright  The  Sharper  Image 
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To  receive  your  Sharper  Image  merchandise  certificate,  please  mail  boarding  passes  and  flight  coupon  to  Qantas  Airways,  The  First  Class 
Promotion,  360  Post  St.,  10th  Floor,  San  Francisco,  CA  94108  by  December  31,  1992.  Not  redeemable  for  cash  or  valid  with  phone  orders. 


It  Would  Make  A  Great  Gift 
IfYou  Could  Bear  To  Part  With  It. 


Designed  in  America.  Handcrafted  in  Switzerland 
With  a  limited  25-year  warranty.  The  new 
Accutron,  a  watch  as  valuable  as  your  time. 


B    U    L    O    V    A 


CD  PIONEER 

The  Art  of  Entertainment 


CLD-M90  5-CD/LaserDisc  Player 

You've  literally  never  seen  or  heard  anything  like  it. 

It  plays  movies,  concerts  and  educational  programs  on  LaserDisc  with  stunning  picture  clarity  and  CD  sound. 
It  also  lets  you  play  and  program  five  CDs. 

Introducing  the  world's  first  5-CD/LaserDisc  Player,  the  CLD-M90  from  Pioneer®. 
Five  hours  of  CDs.  Two  hours  of  LaserDisc.  Zero  boredom. 
Call  1-800-421-1606,  ext.  105,  for  the  dealer  nearest  you. 
©  1991  Pioneer  Electronics  (USA)  Inc.,  Long  Beach,  CA. 
— . 1 _ _________^^_ 
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The  difference  between  dressed,  and  well  dressed. 

ACCESSORIES, 

NECKWEAR, 

LEATHER  APPAREL  AND 

FOOTWEAR 

Accessories  available  at: 

15x\JjJjX.  of  Switzerland  Shops 

Bloomingdale's 

El  Portal 

Macy's,  CA 

Available  at  selected  stores 


GIVE  THE  GIFT  THAT'S  BETTER  TO  RECEIVE 

THE  BRAUN  SHAVER'S  THIN  PROFILE  FITS  THE  FACE 
AS  COMFORTABLY  AS  THE  HAND.  ITS  UNIQUE  FOIL  IS 
ULTRA-THIN  AND  PLATINUM-COATED  TO  HELP 
PROVIDE  A  SMOOTHER,  CLOSER  SHAVE.  THIS 
APPROACH  TO  DESIGN  HAS  MADE  BRAUN  THE  BEST- 
SELLING  FOIL  SHAVER  IN  THE  WORLD. 

BRAUN 
DESIGNED  TO  PERFORM  BETTER 
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HARRY  WINSTON 

'c/ia^e   Ye<vel&  of  {he  World 

How  Do  You  Catch 
Her  Attention? 

JUST  WHISTLE 


V<^Vf" 


'      18K  Gold  Jeweled         J 
*  Whistle  tT> 


r 
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Grand  Salon  718  Fifth  Avenue  New  York  (212)245-2000  ^ 
Petit  Salon  Trump  Tower  725  Fifth  Avenue  New  York  * 
i. 
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Park  Avenue  Ultra    V§5 


Buick  Catalog. 

Discover  the  muscular  grace  of  the 
new  supercharged  Park  Avenue 
Ultra  in  a  free  deluxe  catalog  from 
Buick.  With  205-horsepower  for 
1992,  Ultra  truly  ranks  among  the 
world's  finest  luxury  performance 
sedans.  Call  1-800-372-7528  or  circle 
the  appropriate  number  on  the 
Reader  Service  card  to  receive  your 
free  catalog. 


BUICK 

n»Nw  ■■■■ 
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Uncompromising  quality  and  innovative 

design  make  the  Parker  Insignia 
Collection  perfect  for  corporate  gift-giving 
and  for  yourself  Available  in  10  elegant 
finishes  from  about  $25  to  $100,  each 
Insignia  pen  and  pencil  is  engineered  for 
perfection.  For  your  nearest  dealer,  call 
1-800-356-4556  or  for  a  free  corporate 
gift  catalogue  caR  1-800-522-3021 . 


The  New 

<t>  PARKER 

INSIGNIA 

©  1991  RURKEfl  PEN  U$A  LIMITED  JANESVIU.E  Wl  53S47 
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DOUBLETREE 
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WE'RE  ALL  DECKED  OUT  FOR  THE  HOLIDAYS. 

At  Doubletree,  the  holiday  spirit  is  just  part  of  our  nature.  Because  we  go  out  of  our  way  to  make  you  feel 
special,  all  year  long.  For  reservations,  call  your  travel  professional  or  give  us  a  jingle.  Seasons  Greetings. 

1-800-528-0444 

When  your  travels  rake  you  toward  the  North  Pole,  stay  with  our  partner.  Canadian  ftcific  K4  Hotels  &  Resorts  1  -800-828-7447 


The  Novecento, 
by  IWC.  A  symphony 
in  four  movements, 
featuring  the  perpetual 
calendar  with  moon 
phase  display. 

$17,500* 


For  further  information 
and  a  complete  catalogue 
on  all  IWC  timepieces, 
please  call 

1-800-432-9330 


•Manufacturer's  suggested  retail  price. 


IWC 


1 
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In  The  Silence  Of  2Q5  Horses  Running, 
You  Hear  The  Power  Of  Intelligent  Engineering, 

This  is  the  Ninety  Eight*  Touring  Sedan. 
Where  an  available  Supercharged  3800 
engine  moves  with  silence  and  an  elec- 
tronic transmission  shifts  in  a  whisper. 
Its  a  luxury  car  you  should  hear  for  your- 
self Visit  your  Oldsmobile,  dealer  for  a 
test  drive  or  call  1-800-242-OLDS,  M-R 
8  a.m -7  p.m.  EST  for  more  information. 


lOdsmobile 

The  Power  Of  intelligent  Engineering 


c  1991  GM  Corp.  All  nghts  reserved-  BuckJe  Up.  America! 


Kn  more  information,  call  1  SIX)  JEEP  EAGLE.  BuckK-  up  for  safety, 
feep  is  .i  registered  trademark  oi  Chrysler  Corporation. 


There's  Only  One  Jeep:. 


Advantage:  Chrysler  g 
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The  Chessmaster2000  Demolished 

Its  Competition  And  Won 

The  United  States  Chess  Federation 

Computer  Chess  Championship. 


Imag 


Calll-8( 


lessmaster 
3000  Can  Do 


800-234-3088  to  order  the  Chessmaster  3000. 


tl. 


CHRISTMAS 
NAPLES,  FLORIDA. 

for  tA& /w/u/ay&.  Hooted  in/ t/ie<  (i&o ft 
&our  ll.tJ]  6n£8ort&x ^tjy  Goncfe^ 

G/umMofitiAfo^q/fi  tenni&,  vee/uded 
6eucA&is,  /wxxu%ou&  ffu/foiew  room& 
andseoesi  /te^tauf*antsy  <&  loungea. 
/-800-247z9$'0. 


The  perfect  balance  between 
self  indulgence  and  common  sense. 


ADVANTAGE:CHRYSLER# 


The  Da  Vinci  by  IWC. 
An  automatic  Chronograph 
with  perpetual  calendar 
and  moon  phase  indicator. 


$19,995 


For  further  information 
and  a  complete  catalogue 
on  all  IWC  timepieces, 
please  call 

1-800-432-9330 


•Manufacturer's  suggested  retail  price. 


IWC 

<JjfnfovnaZioru*&     /Za/c+L  C-  -   C^c^ui^ Acumen 
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ADVERTISEMENT 


MINOLTA 


MAXXUM 
7xi 


g 


y\  Gift  That  Displays 
New  Thinking. 

Giving  the  camera  that  has  a  whole  new  way  of 
thinkingshowsthatyou'rean  original  thinkertoo. 

In  fact,  it's  hard  to  imagine  a  more  thoughtful 
gift  than  the  Maxxum  7xi.  The  camera  that  packs 
the  most  powerful  computer  ever  put  behind  a 
lens.  By  drawing  on  the  pre-programmed  exper- 
tise of  professional  photographers,  its  human-like 
thinking  lets  you  capture  perfect  photos  in  even 
the  toughest  situations. 

Choose  the  camera  that  appl  ies 
innovative  thinkingto  picture- 
taking.  And  show  you've  done 
the  same  for  gift-giving.  MINOLTA 

For  more  information ,  see  your  selected  M  i  nolta  dealer,  write  or 
call:  Minolta  Corp..  101  Williams  Drive.  Ramsey.  N J  07446. 
(201)825-4000.  t  1991  Minolta  Corporation. 
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CONCORD  \\S  DELIRIUM 


SWISS 
SINCE  1908 


THE  NEW  CONCORD  DELIRIUM"  WATCH 
STAINLESS  STEEL  AND  18K  GOLD.  WATER-RESISTANT.  SWISS 


Concord,  Concord  logo,  Delirium  lie  reoMcred  tr.k: 


THE  ULTIMATE  GIFT 


Reduce  Your  Estate  Tax  Cost  up  to  90% 

"SAVE  MILLIONS  OF  DOLLARS  FOR  YOUR  FAMILY" 

*  Effective  reduction  subject  to  current  assumptions  and  other  requirements.  If  you  have  a  net  worth  ovt     N 
million  dollars,  call  for  detailed  information  and  our  video  tape — "Wealth  Creation  ami  Preservation." 


* 


NAME 
CITY 


STREET 
STATE 


/IP 


PHONE  NUMBER 


Barry  Kaye  Associates-Wealth  Creation  Centers 

(800)  662-5433 


. 


ADVERTISEMENT 


A  must  read 


> 


The  book  begins  with  the  intense  action  of  skiing  the  Alps. 
It  follows  with  picturesque  descriptions  of  the  Alpine  experiences, 
like  being  snuggled  up  in  horse-drawn  sleigh.  Or  sipping  hot  cocoa 
by  the  fireplace  in  a  Swiss  chalet.  Or  dashing  off  for  a  few  days  in 
Paris,  London  or  Amsterdam. 

The  book  is  called  The  Alpine  Experience"'  and  City  Plus. 
Filled  with  Swissair's  seventeen  ski  destinations  and  packages, 
hotels,  transportation  and  prices,  it's  not  just  a  must  read, 
it's  a  must  do.  For  your  free  copy,  see  your  travel  agent  or  call 
800  662  0021  The  world's  greatest  ski  lift. 


Swissair 


-^•> 


THIS  CHRISTMAS,  GIVE  YOURTRUE  LOVE 
FOUR  CHROME  RINGS. 


QQCO 


TAKE CONTROL 


FOR  MORE  INFORMATION  ON  THE  ALL-NEW  AUDI  100  V-6,  GIVE  US  A  RING  AT  1-800-FOR-AUDI. 


Their  Opera  House 


Our  Opera  House 


With  the  new  Ford  Audio  Systems 
Digital  Signal  Processing  system, 
you  can  program  an  automotive 
sound  system  to  sound  like  a 
concert  hall,  an  orchestra  hall,  a 
cathedral,  an  opera  house,  a 
stadium,  or  a  night  club.  The  DSP 
is  available  as  a  dealer-installed  option 
on  selected  Ford,  Mercury,  and 
Lincoln  vehicles.  For  more 
information,  call  1-800-367-3333. 


AUDIO  SYSTEMS 

The  Sound  of  Quality 


ADVERTISEMENT 


For  die 
executive  who 
has  everything. 

Including 
wide  feet. 


©  New  Balance  Athletic  Shoe.  Inc  Boston.  MA  02134  All  rights  resent 


New  Balance  athletic  shoes  come  in  a  full  range  of  widths. 

Which  means  they  not  only  perform,  they  fit.  To  find  the  HGW  bdlOnC© 

dealer  nearest  you,  call  1-800-253-SHOE.  A  more  intelligent  approach  to  building  shoes. 


§ 
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CONCORD  llij  SARATOGA 


SWISS 
SINCE  1 908 


MENS  STEEL  ANDGOLD  SARATOGA- 
POLISHED  18-KARAT  GOLD  AND  BRUSHED  STAINLESS  STEEL 
RAISED  GOLD  ROMAN  NUMERALS   WATERTIGHT  TO  THREE 
ATMOSPHERES  SWEEP-SECOND  AND  DATE 

Concord,  ( loncord  logo,  Saratoga  an  registered  uadeiiuulo 


ADVERTISEMENT 


THE  SPORTSMAN'S  TRAVELERS 

Bloomingdale's  presents  an  incredible  two-for-one  bag 
offer  from  Polo,  the  sporting  man's  cologne.  Both  the 
reporters  shoulder  bag  and  the  classic  duffle  bag  are 

now  yours  for  only  $26.50  with  any  $21.00  purchase  of 
Polo!  Experience  the  spirit  of  Polo. 

btomingdale's 

1-800-777-4999 


an  exciting 
New  Gift  Idea 
is  comingto 

AMERICA. 


Starting  January  25  an  exciting  new  way  of  cruising  to  the  Caribbean 
will  begin.  It's  EuroLuxe  cruising.  On  the  magnificent  new 
CostaClassica,  with  festive  and  elegant  European  atmosphere. 

It's  a  very  special  gift  to  give  a  very  special  someone.  The 
environment  is  one  of  exquisite  richness  and  charm.  Cappuccino  is 
sipped  from  Limoges  china.  Real  gold  sparkles  among  the  tiles  of  the 
spa.  A  European  concierge  fulfills  your  every  wish. 

Two  alternating  7-day  itineraries  will  depart  Ft.  Lauderdale: 
Ocho  Rios,  Grand  Cayman,  Playa  del  Carmen  and  Cozumel;  or  San 
Juan,  St.  Thomas  and  St.  Maarten. 

Ask  your  travel  agent  to  arrange  your  gift  of  EuroLuxe  cruising. 
From  $895*.  Book  early  and  save  up  to  20%  on  certain  categories.  For 
a  free  brochure  call  1-800-438-7658,  Ext.  744. 


Eurq#Luxe  Cruises 

European-style  luxury  in  Caribbean  cruising.  From  Costa  Cruise  Lines. 
•Per  person,  double  occupancy,  cruise  only,  category  1,  Super  Value  Season  sailings  (8/29-10/3  and  11/28-12/12/92).  Port  charges  $65  per  person.  Certain  restrictions  apply.  Ship's  registry:  Italy 

The  Ultimate  Toy  (Battery  Included.) 


Eagle  Talon  TSiAWD 


For  more  information  about  Eagle  Talon,  or  how  to  buy  or  lease  one,  call  1-800-JEEP-EAGLE.  Buckle  up  for  safety. 


Advantage:  Eagle 

A  Division  of  Chrysler  Corporation. 


THE   FYI 
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MAIL-ORDER   CATALOGUES 


Criminy, 


November  already,  with 
December  coming  up  fast  and 
have  you  even  started  think- 
ing of  your  Christmas  list? 
No,  but  we  have.  All  you  have 
to  do  is  dial. 

O  Blessed  are  the  cheesecake  makers 
who  confected this  Rocky  Road  Mocha 
numero.  Also  Mud  Pie,  Praline  Ripple 
and  White  Chocolate  Macadam ia  cheese- 
cakes available.  $30  each. 
Eli's  Cheesecakes 800-999-8300 

^JAt  first  glance,  you  might  not  think 
you  have  room  in  the  house  for  this  circa 
1820  French  Bombay  Commode.  Look 
again.  It  stands  all  of  3  inches  high. 
Made  of  kingwood  and  rosewood —  by  a 
team  of  miniature  craftsmen  —  it  has 
marquetry  inlay  on  the  front  and  a  top 
of  real  marble.  The  best  part  of  all  is 
the  price  —  a  mere  $9,000. 
Petite  Elite 213-556-1588 

Qls  Picasso  rolling  over  in  his  grave 
at  the  thought  of  people  drying  them- 
selves with  this  40"  by  72"  Picasso 
bathsheet?  We  suspect  it's  his  heirs  who 
are  rolling,  and  not  in  dirt,  either. 

Item  #57998JD $30 

Bloomingdale's 800-777- 


^J Either  this  is  the  neatest,  easiest  — 
look,  Ma,  no  heart  attack!  —  snow 
shovel  we've  ever  seen,  or  it's  one  hell 
of  a  pooper  scooper.  24"  wide;  8  lbs. 

Item  #4292200 $43.90 

Alsto 800-447-0048 


Q  When  you  need  to  practice  your  bane- 
ful glances  —  or  just  spook  the  neigh- 
borhood children  —  this  gargoyle's  just 
the  thing. 

6"  to  49"  high $24-$875 

Design  Toscano 800-525-0733 

^pWant  to  tell  the  boss  what  you  re- 
ally think  of  him,  without  his  figuring 
it  outr'  Send  him  a  message  composed 
with  these  24  '  rublm stamps.  Thy  breath 
stinketh  like  Amon-Ra's  armpit, 
thou  jackal! 

Item  #D1130L $18.95 

Metropolitan  Museum 

of  Art 800-468-7386 

Q indoor  croquet,  on  a  slightly  small- 
er scale — the  mallets  are  eight  and  some 
inches  long — but  practically  as  much 
fun.  Don  7  forget  the  Pimm 's. 

Item  #  N1135 $69.95 

World  Wide  Games 800-243-9232 

1& Mounted  on  a  handsome  brass  stand, 
this  double-wheeled  kaleidoscope  will 
mesmerize  you  with  its  seductively 
evolving  patterns,  its  seductively  evolv- 
ing patterns,  its  seductively  evoking 
patterns... 

Item  #A-624F $125 

Scope  Catalogue 800-695-4848 

^pThe  Dinosaur  Travel  bag  is  a  hit 
with  the  kids.  Perfect  for  when  you 
want  to  carry  on  your  dinosaurs  in- 
stead of  checking  them. 

Item  #C85 $35  each 

0'Grady 800-548-5759 


(As  of  press  rime, 
all  items  were  available; 

however  FYI  can  7 

guarantee  they  will  be  if 

all  of  you  order 

the  same  thing  at  the 

same  time.) 


Q  /.is  beautiful  model  ofze  Eiffel  Tower 

have  all  ze  clarity  and  detail  ofze  orig- 
inal .  It  are  26  inch  high  and  consist  of 
zirteen  plates  of  high  qualm,  ews  paper. 

Item  #06X3359 ..$35.95 

Bits  and  Pieces 800-544-7297 


e 


o 


Q  Reasons  to  go  on  believing  in  fine 
American  craftsmanship:  the  Huey  gun 
case.  You  send  a  $5i '  deposit  and  trac- 
ing of  the  outline  of  your  shotgun,  rifle. 
or  pistol.  Man  in  Huey  and  his  work- 
ers take  it  from  there.  Made  of  fine 
English  wood,  heavy  leather  corners. 
Q  A  lot  of  good-smelling  things  vent  brass  nameplate.  The  exterior  is  cov- 
into  this  wreath,  including  pink  pepper    ered  in  chestnut  cowhide. 

berries,  coriander,  oregano  and 'California    Single  shotgun  case $875 

bay  laurel.  This  is  also  the  first  Christmas    Huey  (Kansas  City,  Mo) ...  8 1 6-444- 1 637 
wreath  we've  seen  you  can  cook  with. 

Item  #41-41 2767 $48    Q  Enjoy  3D  photographs  without  /tot  - 

Gardener's  Eden 800-822-9600  ing  to  wear  those  sillx  glasses.  The  cam- 
era uses  ordinary  35mm  film,  but  to 
Q  "This  Hedgehog  Bristles  At  Muddy  extraordinary  effect.  We  don't  A 
Shoes.  "  We  couldn  7  improve  on  that,  rvom  heir  to  explain  h<rw  it  works  'and 
Hand-crafted  (is  that  the  same  as  we  don  7  have  the  foggiest,  U 
hand -made?)  in  England,  with  cast-  Note:  the  special  processing  takes  the 
iron  body.  days. 

Item  #08300 $69.95     Item  #45007R $249.95 

David  Kay 800-535-9917     Hammacher  Schlemmer     800-543-3366 

Q  1  he  Sasaki  —  don  7  ask,  we  don  7  Q  / his  flounder  trh  et  is  so  handsome 

know  why  if 's  called  that  —  chiller,  for  you  may  fust  icttve  it  out  on  the  counter . 

fin  perfect.  21st-century  martini.  Also  S  inches  wide. 

for  serving  shrimp,  fruit  or  sorbet.  Comes  Item  #1056 $18 

in -Hi box.  Winterthur 800-767-0500 

Item  #58167JD $30 

Bloomingdale's 800-777-0000  Q  Ihe  "Hum- 

roads  and  help  corner  Iraqis.  Carries 

Q  Fishing  ornaments  for  the  Christ'  armed  soldiers,  or  a  arardrobe  of  dry 

mas  lire.  Each  set  includes  pike,  rod  clean  .'able  in  the  suburban 

and  i  reel.  wanior  color:  rrd. 

Item  #P750C18 $19.50  Hummer    $40,000 

Ballard  Design 404-351-5099  Hammacher  Schlemmer     800-543-3366 


it:   i- ok m  s 


FYI 


THE   CREAM 


RDER    CATALOGUES 


TdYOUR 


MAIL  ORDER /CLASSIFIED  INDEX 


Executive  Gifts 
Historical  Reproductions 
Art 
Antiques 
Gourmet  Foods 
Children's  Gifts 
Financial  Services 


Collectibles 

Books/Periodicals 

Furniture 

Audiobooks 

Real  Estate 

Golf  Videos 


Sports/Athletic  Equipment 

Resorts 

Apparel 

Books 

Vacations 

Fitness/Health 

Fine  Wines 


REAL  ESTATE 


SOUTH  CAROLINA  COASTAL  PLANTATION 


HARRIETTA  PLANTATION 
Sinking  Southern  Colonial  architec- 
ture, circa  1797,  on  Nat'l  Register. 
336  acres  along  the  Santee  Delta, 
breathtaking  waterfront  views,  guest 
&  manager's  cottages,  1 73  acres  diked 
marshes  for  duck  hunting  &  fishing. 
A  rare  &  remarkable  country  or  cor- 
porate estate  just  45  mi.  north  of  his- 
toric Charleston,  SC ,  10  mi.  from  the 
ocean.  S3.950.000.  Brochure. 

THE  PRUDENTIAL 
Charleston  Area  Realtv 

John  \  Voider.  B1C 
7951  DorchcMer  Rd  .  Charlton.  SC  2MU 
Bus  (803i  552-29U5/Rcs.  (803)  873-6507 


COLLECTIBLES 


REAL  ESTATE 


antique  STOCK  CERTIFICATES 


to  nse  smcr  they  air  rarer  than  core  or  stamps 
Some  air  signed  by  famous  ndMdu. 

ter  /  catalog  of  old  &  antique  stock  and  bond  err 
ufiafcs  Sa  We  also  bu\ 

nrestment  Research  Institute 

3043  Ctaton  Road.  Concord.  CA  945 19 

(5101686-9067 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  S30,0O0  and  up   1 
down,  9%  financing  Write: 

Forbes  Wagon  Creek  Ranch 
Bom  M  ;  Fori  Garland 


AUDIOBOOKS 


ON  TAPE 


\GHT 


I    W^ 


•  Best  Sellers  s 
on  Cassette  ' 

•  Full-length  ? 
Readings  - 

•  Call  tor  Free  ! 
Brochure 


(800)626-3333 


w  F.  P& 


AT  YOUR  SERVICE 

A  New  Opportunity  For 
Direct  Response  Adver: 
FORBES  R I  appe.i 
executives  who  live  their  lives 
with  a  sense  of  st\  le — and 
can  afford  to: 


*  Median  Household  I 
CUMM 

•  Nk-dian  Set  Worth— 
S"-t.0OO 

These  are  subscribers  who 
have  the  money  10  spend  on 
Sports  leisure 

activities  and  other  ttnerv — 
tempt  them  with  vour 
special  products  and 

Call  Linda  Loren 
S12>t2t4MtfM 

more  information. 


. 


I 


AT.YOUR 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


BOOKS 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

by  THE  WORLDS  LARGEST  MAKER  OF  AVIATION  DISPLAY  REPLICAS 

•  168  different  and  unique  replicas  of  aviation  history  k 

•  military  aircraft  from  1914  to  present 

•  airliners  from  the  1920s  to  present 

•  spacecraft  from  the  1960s 
to  present 

•  wide  range  of 
collector 
scales 


For  free  full 
color  catalog: 


USN  Blue  Angel  F/A-18A  Hornet  @  S99.95 

SHOWCASE  MODEL  CO. 

P.O.  Box  470,  Dept.  FYI1291 
State  College,  PA  16804-0470 


CALL  (800)  441-9524  /  FAX  Number  (814)  238-8572 


* 

♦ 


Realism  doesn't 

mean  copying 

art  back  into  life. 

it  means 
making  life  into 

art: 
not  just  accepting 

the  facts  of  life 
but  elevating  them. 

-Kenneth  Hurris, 

Kenneth  Hurris 

talking  to: 

'Sir  Laurence  Olivier' 


*•>♦<••>•> .;.  te , 


♦  •;•  •;• 


It  keeps 

more  than 

memories 

alive. 


FINANCIAL  SERVICES 


IMMEDIATE 
CASH 

FOR  YOUR 

SLOW  PAYING 

ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 

417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


THE  AMERICAN  HEART 
ASSOCIATION 

MEMORIAE  I'RUL, RAM. 


0 


Amer icon  Heart  Association 

provided  as  a  public  service 


A  Genuine  6  Unique  American  Product 

THE  BUFFALO  ROBE 

AS  SEEN  IN  "DANCES  WITH  WOLVES" 


Only  $795  f   (approx.  6'8"x5'6") 


trousfiirs  come  from 
buffalo  raised  on  west- 
ern ranches  for  their 
low  cholesterol  meat 

Please  write  for  free 
catalog  of  a  full  range 
of  buffalo  products  to: 

Thundering  Herd 
Buffalo  Products 
P.O.  Box  1051, 
DepLF-11 
Reno,  NV  89504 
1-8OO-525-9730 


Traditional  American 
buffalo  robe  —  a  deep, 
furry  winter  bide 
tanned  to  a  soft  buck- 
skin. Originally  used  to 
keep  our  great  grand- 
parents warm  in  open 
carriages  and  sleighs, 
today  they  make  beau- 
tiful rugs,  decorative 
waU  hangings,  warm 
bed  covers,  and  cuddly 
comforters  for  couch 
potatoes. 
Buffalo  ranching 
makes  good  ecological 
sense  for  the  American 
prairie,  and  these  his- 

AAAAAAAAAAAAAAAAAA 


FURNITURE 


FREE  COLOR  CATALOG 


Revolving  Bookcases,  Solid 

Mahogany  &  Other  Hardwoods. 

Factory  Direct  Prices. 

|  Time-N-TimberWoodcrafters,  Inc. 
FYI,  Box  355,  Stverhil.  AL,  36576 


toufree     1-800-368-3943 


Special  15%  discount  on 
classified  ads  that  run 

in  both 
FYI  At  Your  Service  and 

Forbes  Market  Classified. 


Recorded 
Books 

Unabridged  on  cassette 

Imagine  a  book  that  reads  itself  aloud 
while  you  drive.  Imagine  the  pleas- 
ure, think  of  the  time  well  spent.  Hear 
Galbraiths  THE  GREAT  CRASH  or 
Hawkings  A  BRIEF  HISTORY  OF 
TIME  expertly  narrated  cover  to 
cover.  Call  now  for  a  free  catalog  of 
500  titles.  Ask  about  easy  rentals  by 
mail.  Toll  free:  l(800)-638-1304 


EXECUTIVE  GIFTS 


For  Our  Catalog 
Call  (800}  356-1987 

6615  N.  Scotlsdale  R6..  Scottsdale,  AZ 85250 
~]     1602)951-9518     P^ 


CLASSICS, ILLUSTRATED 


From  the  hook 

The  Remains 

of  the  Day 

By  Kazuo 

Ishiguro 


17(i    FORBES 


he  story  was  an  apparently  true 
one  concerning  a  certain  butler  who  had 
travelled  with  his  employer  to  India  and 
served  there  tor  many  years  maintaining 
amongst  the  native  staff  the  same  high 
standards  he  had  commanded  in 
England.  One  afternoon,  evidently,  this 
butler  had  entered  the  dining  room  to 
make  sure  all  w as  well  for  dinner,  w  hen 
he  noticed  a  tiger  languishing  beneath 
the  dining  table.  The  butler  had  left  the 
dining  room  quietly,  taking  care  to  close 
11     doors  behind  him.  and  proceeded 

ealmK  to  the  drawing  room  where  his 
employei  was  taking  tea  w  ith  a  numbci 
of  visitors.   There  he  attracted  his 

TYI 


Illustration  by 

Rorf.rt  Crawford 


employer's  attention  w  ith  a  polite  cough, 
then  whispered  in  the  tatter's  ear:  "I'm 
\er\  sorr\.  sir.  but  there  appears  to  be  a 
tiger  in  the  dining  room.  Perhaps  you  will 
permit  the  twelve-bores  to  be  used. 

\nd  according  to  legend,  a  few  min- 
utes later,  the  employer  .\nd  his  guests 
heard  three  gun  shots.  When  the  butler 
reappeared  in  the  drawing  room  some 
time  afterwards  to  refresh  the  teapots,  the 
employer  had  inquired  if  all  was  well. 

"Perfect  l\  tine,  thank  VOU,  sir."  had  come 
the  reply.  "Dinner  will  be  served  at  the 
usual  time  and  1  am  pleased  to  s.t\  there 
will  be  no  discernible  traces  left  of  the 
recent  occurrence  b\  that  time     z 


IDec  ember 
■m 


d  companies  in  America 


anny  Abraham:  the  secretive  man  behind  the  SlinvFast  pTTenome 


Q  9042  03331500  0 


December  9,  1991       Four  Dollars 

mTH 

mT? 

* 

"Our  people  are  seeking  inspiration  all 
the  time,  as  most  people  are.  Some  people 

find  it  in  the  Rotary  Club,  some  people 
find  it  at  church,  and  some  people  like  to 

go  to  Amway  meetings." 
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BURUNGAMt 
MOV  26  1991 
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%u  may  have  to  find  a  new 
breed  of  chauffeur 


I 


I! 


I 


mm 


Xi> 


True,  the  Turbo  R  owner  is  driven.  But  not  by       sprinting  from  rest  to  ()0  m.p.h.  in  but  6.  s  seconds. 
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For  more  information  call  1-800-662-5433 
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An  Urtra  Slim-fast  entree 


SIDE  LINES 


ctWaddya  mean  I  can't  get  the  story?" 

Forbes'  Phyllis  Berman  loves  doing 
hard -to -get  stories.  When  she  hears  of 
a  mover  and  shaker  who  shuns  the 
spotlight,  all  her  impressive  reportori- 
al  instincts  are  aroused.  As  she  puts  it: 
"There's  more  fun  in  that  kind  of 
story." 

Snooping?  Invading  people's  priva- 
cy? We  don't  see  it  that  way.  Our 
writers  and  reporters  aren't  peeking 
into  people's  bedrooms  or  pop- 
psyching  their  relationships  with  their 
mothers.  Our  job  is  to  analyze  and  Bi^H 
report  on   businesses   and   business 

people  who  do  interesting,  important  things  that  it  profits  our 
readers  to  learn  about. 

Berman  can't  reveal  how  she  first  heard  of  Daniel  Abraham,  the 
' 'extraordinary  peddler"  she  writes  about  starting  on  page  136.  But 
once  on  the  trail  of  the  man  behind  the  Slim-Fast  diet  phenomenon, 
Berman  knew  she  had  found  what  she  likes  best:  an  important 
business  tale  that  hadn't  been  told  before.  Berman's  first  source  had 
told  her,  "You'll  never  be  able  to  do  the  story;  Abraham  hates 
publicity."  Berman:  "When  I  heard  that  I  said  to  myself,  'Waddya 
mean  I  can't  get  the  story?'  " 

She  got  it,  with  lots  of  help  from  reporter  Amy  Feldman.  Berman 
and  Feldman  met  constant  frustrations  as  Abraham  successfully 
urged  friends,  acquaintances  and  business  colleagues  not  to  talk  with 
them.  Berman  recalls:  "Bar  Ilan  University  was  about  to  send  us  a 
packet  on  the  business  school  Abraham  sponsored  there,  but  when 
they  got  word  from  Abraham  to  clam  up,  they  did.  Former 
employees  agreed  to  talk,  but  then,  suddenly,  changed  their  minds." 
Berman  finally  did  have  a  telephone  conversation  with  Abraham.  It 
was  brief:  "Please  don't  run  the  story,"  he  asked.  But  Berman  and 
Feldman  worked  the  telephones  and  their  contacts  tirelessly,  getting 
a  bit  of  information  here,  a  bit  there  and  finally  landing  two  or  three 
people  prepared  to  talk  frankly  and  knowingly  about  Abraham. 

Curiously,  as  it  turns  out,  Danny  Abraham  didn't  have  much  to 
hide,  but  then  our  reporters  weren't  after  din.  They  wanted  to  know 
what  had  propelled  him  from  humble  beginnings  to  the  peaks  of 
affluence  and  influence.  They  got  that  story. 

Peering  into  the  future 

With  the  stock  market  acting  somewhat  wild  these  days,  corpo- 
rate earnings  estimates  for  1992  on  pages  295  to  298  "Prosperity 
around  the  corner?")  deserve  attention.  Why?  Because  these  esti- 
mates gready  influence  stock  prices — even  more  than  historical 
earnings  do.  If  you  find  a  buying  opportunity  among  the  stocks 
listed,  you  will  probably  find  that  the  price  is  a  little  low  er  now .  since 
the  table  went  to  the  printer  just  before  the  Nov.  15  crash. 

But  what  if,  like  columnist   David   Dreman,  you  think  these 
estimates  are  made  of  green  cheese-  On  page  542  Dreman  outl: 
strategy  for  taking  advantage  of  the  notorious  inaccuracy  of  ana 
projections. 
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Few  Things  During  The  Holidays  Are  As  Tempting 
As  The  Premium  Malt  Taste  Of  ScoresbysScotch. 
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DRINK  RIGHT.  DRINK  SMART.  BE  RESPONSIBLE . 

Scoresby  Premium  Scotch  Whisky,  43%  Alc/Vol  (86  Proof),  Imported  and  Bottled  by  Foreign  Vintages,  Lake  Success,  NY©1991. 
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Enter  Wynn 

Kirk  Kerkorian's  mgm  Grand  and 
Circus  Circus  Enterprises  are  building 
huge  theme  casino/resorts  to  draw 
more  middle-class  families  to  Las  Ve- 
gas. Kerkorian's  SI  billion  MGM 
Grand  complex  will  have  a  movie- 
fantasy  theme  playing  off  popular 
films  from  the  venerable  Hollywood 
studio.  Circus  Circus'  S290  million 
attraction,  still  unnamed,  will  be  built 
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Proposed  MGM  Grand  Hotel  &  Theme  Park 
Now,  competition  from  Steve  Wynn. 


around  a  science  fiction  theme  inex- 
plicably housed  in  an  Egyptian  pyra- 
mid (Forbes,  Sept.  30). 

Now  Stephen  Wynn,  the  able  chair- 
man of  Mirage  Resorts,  is  getting  into 
this  high  stakes  act.  In  October  Wynn 
announced  his  ambitious  plans  to 
build  Treasure  Island,  a  3,000-room, 
S300-million-plus  hotel/casino  with 
a  pirate  theme.  Together,  the  three 
projects  will  increase  the  number  of 
Las  Vegas  hotel  rooms  by  at  least  14%. 
The)'  are  slated  to  open  within 
months  of  one  another,  in  late  1993 
through  mid- 1994. 

Wynn's  Treasure  Island  will  damp- 
en his  rivals'  hopes  of  having  the  mass- 
market  casino  idea  all  to  themselves. 
But  the  biggest  losers  will  likely  be  Las 
Vegas'  smaller,  plain  vanilla  casinos, 
which  are  already  scrambling  to  sur- 
vive in  a  glutted  market.  First  Boston 
gaming  analyst  Daniel  Lee  thinks  the 
new  projects  could  further  squeeze 
some  of  Vegas'  poorly  managed  hd 
tel/casinos.      -Howard  Ridnhsky 

From  the  folks  who 
brought  you  Chernobyl 

Next  ro  vodka,  what  may  be  the 
most  popular  Soviet  export  to  the 
I '  N- The  stutVth.it  can  really  give  you 

a  warm  glow  :  uranium.  With  the  cold 
war  over  m\k\  the  hard  currency  short 
age  on,  the  Russians  are  almost  giving 


their  uranium  awav  (Forbes,  May 
28,  1990). 

Last  year  U.S.  utilities  and  trading 
firms  bought  more  than  6  million 
pounds  of  Soviet  uranium,  a  thirty- 
fold  increase  since  1988.  That  gave 
the  Soviets  more  than  17%  of  the  U.S. 
market,  up  from  less  than  1%  in  1988. 
And  this  year?  Imports  through  Au- 
gust passed  5  million  pounds. 

One  result  of  this  is  uranium  mar- 
ket meltdown.  Uranium  is  trading  on 
the  spot  market  at  about  $7  a  pound, 
down  from  an  alltime  high  of  S43  in 
1978  and  almost  SI 2  just  last  year. 
Last  month  beleaguered  U.S.  urani- 
um producers  filed  a  petition  with  the 
U.S.  government  accusing  the  Soviets 
of  dumping  uranium  at  less  than  fair- 
market  value.  The  13  companies  and 
the  miners'  union  say  they  will  lose 
nearly  S50  million  in  revenues  this 
year  to  Soviet  imports,  and  over  S40 
million  next  year.  They  want  Wash- 
ington to  slap  duties  on  the  imports. 

But  George  White  Ir.,  senior  vice 
president  of  Nuexco,  a  Denver  nucle- 


A  barrel  of  uranium 
Cheaper  than  vodka? 


ar  fuel  trading  firm  that  tr. 
prices  and  has  a  joint  venture  with  the 
Soviets  to  import  uranium,  counters 
that  U.S.  mines  produce  low  grade 
uranium  at  high  cost  U.S.  miners,  he 
argues,  are  simply  Looking  to  Wash 
mgton  for  protection  from  more  effi- 
cient producers.  In  an)  case,  the  Bush 
Administration  will  be  reluctant  to 
cut  off  this  vital  source  of  hard  curren- 
cy for  the  sputtering  Soviet  economy. 

Si  in  1  uw 
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DOES  YOUR  INVESTMENT  BANKER 
SHARE  YOUR  VISION? 


Look  closer. 

Can  youscethc  kindofcommitmcntthat 
helped  you  grow  your  business  in  the  first  place? 
Do  you  see  the  knowledge  and  strength  that  your 
business  needs  for  the  future? 

Perhaps  you  should  look  to  Furman  Selz. 

Furman  Selz  works  with  you  from  concept  to 
closing.  Is  this  the  right  time  to  tap  into  the  capital 
markets?  Would  it  be  wise  for  you  to  consider  an 
acquisition?  Furman  Selz  has  the  expertise  you 


need  to  make  the  big  decisions.  And  the  clout  to 
make  things  happen. 

From  healthcare  to  shipping,  from  the  media 
business  to  automotive ,  Furman  Selz  has  earned  a 
reputation  as  an  outstanding  investment  banker. 
It's  a  Xerox  Financial  Services  Company  with  a 
long-term  commitment  to  your  success. 

So  you  can  realize  your  vision. 

If  you'd  like  to  find  out  more,  write  Furman 
Selz,  230  Park  Avenue,  New  York,  NY  10169. 
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One  reason  it's  the  best  Jaguar  ever  built! 
is  how  beautiful  it  looks. 


ALL-STEEL  MONOCOQUE  CHASSIS 
provides  a  rigid  passenger  compartment 
surrounded  by  impact-absorbing 
crumple  zones. 


SIDE  WINDOW  DEFROSTING 
gives  the  driver  a  clear  view  to  the 
left  and  right  even  on  cold,  wet  days. 


DRAIN  CHANNELS 
divert  rain  water  away 
from  side  windows  \^ 
and  outside  mirrors. 


HALOGEN  HEADLIGHTS 
cast  a  powerful  beam  far  down 
the  road  for  improved  visibility. 


ENERGY-ABSORBING    / 
CRUSH  TUBES  front  and 
rear  protect  the  passengers 
in  a  crash  by  deforming  to 
absorb  impact  force. 


FOUR-WHEEL  ANTI-LOCK 
DISC  BRAKES  assist  the  driver 
ki  making  straight,  sure  stops 
under  all  road  conditions. 


HEATED  OITSIDE 
MIRRORS  remain  cli 
of  frost  and  moisture 
buildup  in  bad  weathl 


ELECTRICAL  SHUT-OFF  s\\  I  PCH 

locks  the  trunk,  shuts  off  the  ignition  and 
unlocks  the  doors  in  the  event  ot  .i  collision. 
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\T  PASSIVE  SEATBE1 JS 
natically  move  into  position 
closing  door.  Manual  lap  belts 
»lete  the  protection  system. 


HEATED  REAR  WINDOW 
affords  better  visibility  to  the  rear 
with  electric  defrost/defog 
function. 

SAFETY-MOUNTED 

GAS  TANK  is  isolated  from 
/  the  passenger  compartment  by 
/    a  protective  steel  bulkhead. 


REAR  FOG  LIGHTS 

alert  following  drivers  to  your 

presence  when  driving  in  fog. 


TEEI.  INTRUSION  BEAMS 

dd  protection  from  side  impacts. 


ENERGY-ABSORBING 
CRUSH  TUBES  front  and 
rear  protect  the  passengers 
in  a  crash  by  deforming  to 
absorb  impact  force. 


PERFORMANCE  TIRES 
provide  superior  road  holding 
in  all  weather  conditions. 


oor/sill  Interlock 

nks  the  door  and  body  structure 
,-  added  strength. 


FOUR-WHEEL  INDEPENDENT 
SUSPENSION  provides  accurate 
response  and  secure  control  in 
emergency  maneuvers. 


Those  who  believe  that  beauty  is  only 
skin  deep  certainly  never  probed  be- 
neath the  elegant  exterior  of  the  1992 
Jaguars.  Under  that  gracefully  sculpted 
surface,  a  wealth  of  refined  features 
enhance  the  safety  of  the  car's  occupants. 

To  help  the  driver  in  emergency 
maneuvers,  Jaguar's  suspension  is  engi- 
neered for  precise,  nimble  handling. 
Four-wheel  anti-lock  disc  brakes 
afford  straight,  sure  stopping  power. 

In  the  event  of  a  collision, 
enhanced  protection  is  provided  by  a 
robust  steel  cabin,  with  front  and  rear 
"crumple  zones"  programmed  to  ab- 
sorb the  energy  of  an  impact  before  it 
reaches  the  passengers.  In  fact,  Jaguar 
sedans  are  unsurpassed  among  large 
luxury  cars  for  lowest  injury  claim 
rate,  according  to  the  latest  study  by 
the  Highway  Loss  Data  Institute. 
AN  UNPRECEDENTED  WARRANTY 

Added  security  is  provided  by 
Jaguar's  new  four-year/ 50,000-mile 
warranty  and  Royal  Charter  Care  24- 
hour  Roadside  Assistance  Plan.  For 
the  name  of  your  nearest  dealer— who 
can  provide  details  on  this  limited 
warranty-call  1-800-4-JAGUAR. 

JAGUAR 
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JOY  is  that  rare  bouquet  of  10,400  jasmine 

flowers  and  28  dozen  roses  that  never  needs 

watering  and  never  dies. 


A  gift  of  J  0 Y  de 

Jean  Patou  is  always 
warmly  received. 


Neiman  Marcus 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-22 1-3000,  ext.  51  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  N  Y  1 1797-2087. 

OLYMPUS 

Pearlcorder 
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Who'll  mind  the  store? 

Concluded  Forbes  in  its  preview  of 
AnnTaylor's  initial  public  stock  offer- 
ing last  spring:  "Leveraged  buyouts 
have  gotten  a  bad  name  of  late,  but 
here's  one  with  a  happy  ending" 
(Apr.  15). 

Well,  not  quite,  or  at  least  not  yet. 
Here's  the  sequel: 

Spun  out  of  Robert  Campeau's 
crumbling  empire,  AnnTaylor,  the 
200-outlet  chain  of  women's  apparel 
retailers,  went  public  in  May,  selling 
nearly  7  million  shares  at  S26  a  share. 
The  stock  quickly  hit  36*72,  only  to 


Retiring  AnnTaylor  boss  Joseph  Brooks 
Punished  by  Merrill  Lynch? 


collapse  to  a  recent  1 7Vs. 

What  happened?  In  recent  months 
the  retailer  has  been  buffeted  by  poor 
earnings  and  faltering  revenues.  Sales 
at  AnnTaylor,  up  5%  in  1990  at  stores 
open  for  more  than  a  year,  have  been 
flat  in  1991.  Earnings  for  the  quarter 
ended  Nov.  2  dropped  b\  a  third,  to 
17  cents  a  share. 

In  mid-November  Chairman  lo 
scpli  Brooks  abruptly  announced  his 
retirement.  The  Wall  Street  buzz  is 
that  Merrill  Lynch,  which  took  Ann 
Taylor  public  ,\nd  holds  56fl  of  the 
shares  through  its  1  BO  arm.  Merrill 
lynch  Capital  Partners,  pushed  out 
the  64  year  old  Brooks  to  punish  him 
for  the  poor  results. 

AnnTaylor  is  not  a  hopeless 
Earnings  for  the  year  will  likdj  come 
in  at  55  cents  a  share  versus  8  cents  a 
share  last  year.  The  firm  has  good 
systems,  a  historj  of  quickly  turning 
over  inventory  to  meet  changing 
tastes  And  very  loyal  customers.  Still 
needed:  a  good  replacement  for 
Bauiks.  \  u  a  CON1  \\  I  SP1      M 
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Look  Who's 


Wearing  Them  Now. 


fttESTYLE 

SKITEAM\ 


5*7  TEAM 
•xmrnrnjaMl 


Official  Supplier  of  Rugged 
and  Casual  Footwear 


Dayton's     Dillard's     Marshall  Field's     Nordstrom 


Selected  Stores 


Selected  Stores 


POR  INFORMATION  ON  WHERE  TO  PURCHASE  MEN'S  AND  WOMEN'S  WaTERMOCS,  CALL  1-800-331-1728. 

GORE-TEX  is  a  trademark  of  W.L.  Gore  &  Associates.  Inc.  WATERMOCS*  is  a  registered  trademark  of  H.H.  Brown. 


HHBRQWN 
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Shoes    That    Get    Around 

i  GORE-TEX 


footwear 
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All  in  the  family 

Self  made  billionaire  Curt  Carl- 
son, 71 ',  has  just  pushed  out  his  son- 
in-law,  Edwin  (Skip)  Gage,  as  presi- 
dent and  chief  executive  of  his  Minne- 


Billionaire  Curt  Carlson 

But  who's  the  new  successor? 

apolis-based  Carlson  Cos.  Skip,  who 
is  married  to  Carlson's  younger 
daughter,  Barbara,  had  run  the  $5 
billion  (1990  sales)  group,  centered 
on  the  Radisson  Hotels  chain  and  the 
former  Ask  Mr.  Foster  travel  agencies, 
since  1984.  He's  staying  on  the  board 
and  taking  a  coupon  redemption 
business  from  the  family  empire. 

It  doesn't  seem  likely  that  Carlson, 
who  is  back  in  the  saddle  himself,  is 
going  to  stay  there  permanently.  He 
had  quadruple  bypass  surgery  this 
year  and  is  on  his  yacht  in  the  Caribbe- 
an. Insiders  suggest  that  in  time  the 
new  boss  could  be  Curt's  older 
daughter,  Marilyn  Carlson  Nelson, 
52.  She's  tough  and  has  her  father's 
brains.  She's  on  the  boards  of  Exxon, 
First  Bank  System  and  US  West  Com- 
munications, owns  a  small  local  bank, 
and  is  a  rainmaker  in  Minneapolis. 
Among  her  credits:  bringing  next 
January's  Super  Bowl  to  Minneapolis. 
Right  now  she's  a  vice  chairman  of 
Carlson  Holdings.    -Gary  SLUTSKER 

The  ghost  of  lending  past 

The  PAST  is  coming  back  to  haunt 
Christer  Zetterberg,  president  of  S14 
billion  (revenues)  AB  Volvo,  the 
Swedish  automaker.  Last  year  Zetter- 
berg was  brought  in  to  stem  Volvo's 
red  ink.  Now  some  in  Sweden  want  to 
hold  him  partly  responsible  tor  a  flood 
of  red  ink  at  his  previous  employer, 
Sweden's  Nordbanken,  the  country's 
second  largest  bank,  where  he  was 
president  from  1987  to  1989 


State-owned  Nordbanken  faces  a 
$1.3  billion  mountain  of  bad  loans;  it 
has  lost  $750  million  through  the  first 
eight  months  of  this  year.  Rumors  are 
swirling  in  Stockholm  that  Zetterberg 
made  loans  and  acquisitions  that  ben- 
efited his  friends.  He  is  saying  noth- 
ing, but  his  supporters  counter  that 
many  of  the  dud  loans  were  made 
before  he  arrived.  Outside  investiga- 
tors are  trying  to  sort  out  the  blame. 

The  investigation  will  take  until 
March.  Until  then,  Zetterberg's  posi- 
tion at  Volvo  and  his  high  standing 
among  Sweden's  business  elite  will  be 
delicate.  -Peter  Fuhrman 


Wag  tails  dogs 
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Writers  always  feel  they  can  improve 
on  headquarters'  memos.  Time  War- 
ner's Steve  Ross  and  Nick  Nicholas 
wrote  that  they  were  delighted  to 
report  the  formation  of  an  important 
strategic  alliance  with  Toshiba  Corp. 
and  C.  Itoh  &  Co.  "This  alliance, 
when  completed  next  year,  will 
wrote  Ross  and  Nicholas,  "assure  that 
we  remain  the  most  overpaid  execu- 
tives in  the  U.S.,"  wrote  in  a  wag  in  a 
parallel  memo  circulated  among  the 
New  York  staff. 

"In  closing,  we  want  to  thank  all  of 
you  for  your  unswerving  dedication 
and  creative  effort,"  wrote  Steve  and 
Nick.  "But  our  accountants  won't  let 
us,"  added  the  wag.  "Thanks  are  not 
deductible."  -Jerry  Fl  in  r 

The  wisdom  of  Salomon 

Tut  l  aw  says  "tines  and  similar  penal 
tics"  paid  to  the  government  aren't 
deductible.  Might  Salomon  Brothers 
find  a  way  to  deduct  the  tines  it  pays 
Uncle  Sam  for  the  Treasury  bon<\ 
trading  scandal?  Lehman  Brothers  tax 
expert  Robert  Willens  thinks  so-  so. 
it  seems,  does  Salomon. 


The  evidence  comes  from  Salo- 
mon's third-quarter  report.  Solly  re- 
served S200  million  to  pay  for  costs 
relating  to  the  scandal.  Then,  in  its 
accounts,  it  paired  that  with  unrelated 
$110  million  savings  on  compensa- 
tion costs,  and  reported  a  reduction  in 
net  income  of  S75  million. 

The  corporate  tax  rate  is  34%.  If 
none  of  the  S200  million  were  de- 
ductible, then  that,  plus  the  compen- 
sation savings,  would  yield  a  net  drop 
of  $127.4  million.  But  since  the  re- 
duction is  only  $75  million,  this  sug- 
gests to  Willens  that  Solly  expects 
nearly  $150  million  of  its  $200  mil- 
lion reserve  to  be  deductible. 

There  is  always  room  to  negotiate. 
Exxon  paid  a  $125  million  first  install- 
ment of  costs  relating  to  the  Valdez 
oil  spill.  Fully  $  1 00  million  of  that  will 
be  deductible — not  as  a  "fine  or  simi- 
lar penalty"  but  as  "compensatory 
restitution."  -Laur\  Saunders 


An  earlier  fall 

There  is  a  strange  parallel  between 
billionaire  publisher  Robert  Max- 
well's untimely  death  and  what  hap 


The  late  Alfred  Lowenstein 
Like  Maxwell,  a  strange  end. 
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pened  in  the  1920s  to  another  great 
European  businessman.  Alfred 
Lowenstein,  called  the  richest  man  in 
Europe,  controlled  steamship  lines, 
coal  mines,  steel  mills,  rubber  planta- 
tions and  artificial  silk  factories,  a 
castle  in  Brussels,  eight  villas  in  Biar- 
ritz and  22  airplanes. 

On  July  4,  1928,  Lowenstein,  then 
51,  was  flying  from  London  to  Brus- 
sels by  private  plane.  With  him  were 
his  valet  and  two  stenographers,  the 
pilot  and  a  mechanic.  He  had  been 
reading,  then  got  up  and  went  to  the 
rear  of  the  plane — and  disappeared. 
His  body,  wearing  wristwatch,  under- 
clothes, socks  and  one  shoe,  was  later 
found  by  a  fisherman  10  miles  off  the 
French  coast. 

The  stocks  of  two  of  Lowenstein's 
companies  plunged  on  European 
stock  exchanges,  $30  million  by  noon 
the  day  after  he  disappeared.  His  for- 
tune, estimated  at  $55  million,  was 
left  to  his  widow,  but  the  collapse  of 
his  interests  after  his  plunge  left  her 
with  closer  to  $10  million. 

What  happened  on  that  mysterious 
flight?  Conspiracy  theories  abound, 
but  no  more  is  known  now,  63  years 
later,  than  on  the  day  Lowenstein 
disappeared.  -JF- 

Hangared 

Despitk  the  airline  industry's  red  ink, 
somebody  wants  to  start  New  Eastern 
Air  Lines,  which  would  have  its  hub  in 
Atlanta. 

All  it  will  take  to  get  New  Eastern 
flying  is  $200  million,  says  investment 
banker  James  Swigart  of  Lehman 
Brothers.  Sam  Shartouny,  of  Finan- 
cial Business  Development,  an  Atlan- 
ta-based import-export  financier,  says 
that  he  is  a  New  Eastern  investor  and 
is  looking  for  $50  million  startup 
money.  But  Shartouny  claims  that 
Lufthansa  and  Virgin  Atlantic  have 
expressed  interest. 

In  addition  to  Lehman,  New  East- 
ern has  a  covey  of  advisers:  D'Arcy 
Masius  Benton  &  Bowles  (advertis- 
ing), Simat,  Helliesen  &  Eichner  (air- 
line consultant)  and  Bruce  Nobles,  44 
(ex-the  Trump  Shuttle),  as  president. 
Will  New  Eastern  get  from  the  hangar 
to  the  runway?  Doubtful.  "It's  a  ter- 
rific time  to  start  an  airline,  but  a 
difficult  time  to  finance  one,"  Nobles 
sighs.  -Wendy  Tanaka  IB 

Forbes  ■  December  9,  1991 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 

THAT  USES 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  card  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex6 
Personal  Organizer.  The  first  and 
only  organizer  with  Post-it'"  brar 
Notes.  And  accessories  that  let  yoi 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  organization  is  dedicated  to  yours. 


The  Right  Balance. 


Resources  alone  do  not  determine 
which  bank  can  best  meet  your 
needs.  Financial  strength  must  be 
matched  by  strength  of  character. 
At  Bank  of  America,  we  strive  to 
snike  the  right  balance,  with  global 
financial  services  delivered  by  people 
committed  to  helping  you  achieve 
your  long-term  objectives. 


m 


The  Golden  Gate  Bridge, 

photographed  by  MorleyBaer.  Batik  Of  AmCNCd 


The 


Gabelli 

Asset 

Fund 


The  Gabelli  Asset  Fund  is  a  Mutual  Fund 
seeking  long-term  growth  of  capital.  It 
employs  an  asset  value  approach— a 
fundamental  investment  philosophy— 
investing  in  companies  selling  below  their 
private  market  value. 


For  more  complete  information  about  The 
Gabelli  Asset  Fund  ~z  -z  ~z  *e-rS  =.~z 
expenses,  cal  or  write  for  a  prospectus  Read 
1  carefully  before  you  invest  or  send  money. 

1-800-GABELLI 
1-800-422-3554 


or  write  today  to: 

c      The  Gatei  Asset  Find 

•  lje.la«rt»-143l 


This  advertisement  does  not  constitute  an  offer 
in  any  jurisdiction  in  which  such  an  offer  may 
not  Jawfuty  be  made. 


DREMAN  IS 
HIGH  RETURNS. 

=  1  RANKED  EQUrTY  INCOME  FUND' 
100::  NO-LOAD  MUTUAL  FUND. 


Dreman  Financial  Services.  Inc. 


Greenpeace:  pro  and  con 

Sir:  Re  "The  not  so  peaceful  world  of 
Greenpeace"  (Xov.  11).  David  Mc- 
Taggart  has  talked  openly  for  years  of 
his  desire  to  have  the  freedom  to 
become  directly  involved  in  certain 
major  projects.  He  personally  asked 
me  to  succeed  him  several  months  in 
advance  of  the  announcement. 
-Matti  Wuou  K: 
Cbminman 
Greenpeace 
Helsinki,  Finland 

Sir:  Greenpeace  has  hoodwinked  a 
whole  generation  of  honest  environ- 
mentalists into  believing  it  is  demo- 
cratic and  trustworthy.  I  am  a  Demo- 
crat and  an  environmentalist,  and  to 
me  Greenpeace's  philosophy  that  the 
end  justifies  the  means  belongs  to  the 
trash  heap  of  history — right  next  to 
the  ruins  of  the  Berlin  wall. 

-X.TiUNA  LfBA  FARRELL 

Reston,  Va. 

Sir:  Greenpeace  represents  individ- 
uals like  myself  who  are  free  market 
advocates  but  who  also  recognize  the 
need  to  expose  capitalism's  environ- 
mental excesses. 
-David  C.  Allmi 
Tampa,  Fla. 

Sir:  You  have  succeeded  in  presenting 
him  [David  McTaggart]  as  a  man  of 
considerable  talent  who  has  managed 
to  represent  a  large,  disillusioned  sc  _ 
ment  of  world  population  eager  to 
mitigate  the  problems  of  our  planet. 
-Varoui  Z.  Hairabedian 
Aspen,  Colo. 

Sir:   Tooting   the   environmentalist 
horn,  Greenpeace  uses  the  press  to 
generate  funds. 
-I.  Steven  Goldst: 
Assistant  to  tix  Secretary  and 
Director  of  Public  Affairs 
Department  of  the  Interior 
W'adtinaton.  DC 

Sir:  I  thought  I  was  doing  something, 
anything,  by  donating  to  Grccnpc..  i 
In  reality,  it  seems  I've  been  taken  in 

V  evangels 

ID  R  EiANSMA 
ind  Rapids,  Mich. 

Sir.  Dr    Patrick  Moore,  another  < 
founder  of  Greenpeace,   a   taicntcd 
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Wkj  did  tfcrir  gm  -redrcr 


scientist,  was  forced  out  by  the  con 
artists  vvtio  are  now  running  it.  Dr. 
Moore  is  now  quietfy  practicing  his 
science,  without  the  contamination  of 
professional  activism. 
-Winslow  H.  Hartford 
Charlotte.  X.C. 

Sir:  You  attack  his  [David  McTag- 
gart] integrity  yet  rail  to  even  mention 
his  20  years  of  life -threatening  deeds, 
including  stopping  the  last  atmo- 
spheric nuclear  testing. 
-Richard  Stf. 
Seattle.  Wash. 

Sir:  It  is  organizations  such  as  Green- 
peace that  make  me  leery  to  contrib- 
ute money  to  any  charity  or  cause. 

a  L.  Reilly 
Fair  Haven.  S.J. 

Sir:  Maybe  P.J.  O'Rourkc  summed  it 
up  best  in  Rolling  Stone     June  \ 
1990\.  "The  Earth  needs  to  be  saved 
not  so  much  from  global  warm: 
ozone  depletion  and  rain  forest  de- 
struction as  from  the  hordes  of  san. 
monious,  self  appointed  saviors  who 
merchandise  environmental  par 
-Edward  E.  M 
nrensrille.  Pa. 

Tit  for  tat 

Sir:    Re    "Unintended,    destruc: 

tct  and  Comment. 

Od  he  goal  of  am  US.  action 

should  be  ind  the  new  I    S 

tariff    to     include     all     comparable 

ens    manufactured    outside    the 
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U.S.  and  allow  Japanese  companies  to 
maintain  their  current  (below  mar- 
ket) pricing  if  manufacturing  of  the 
screens  is  done  in  America  and  pro- 
duced in  a  joint  venture  with  U.S. 
companies. 
-Stephen  M.  Wade 
Tampa,  Fla. 

Score  one  for  Tiger 

Sir:  Tiger  Management  is  certainly 
not  immune  from  making  stupid  mis- 
takes; we  have  made  our  fair  share 
over  the  years.  However,  one  of  those 
was  certainly  not  our  trading  of  the 
May  two-year  Treasury  notes  ("Bet- 
ting on  a  weak  economy,"  Nov.  25). 
Tiger's  sales  of  May  two-year  notes 
on  May  30  were  made  at  prices  rang- 
ing from  100%2  to  1 00 10/32— levels 
not  seen  again  until  Aug.  6 — for  a  net 
capital  gain  of  $5,587,500.  Tiger  sub- 
sequently repurchased  its  entire  $1.5 
billion  position  in  May  two-year  Trea- 
sury notes  at  an  average  price  of  9921/32 
between  June  14  and  June  20.  Thus, 
our  sell  and  repurchase  strategy  left  us 
in  possession  of  our  original  position 
at  a  considerably  lower  cost. 
-Julian  H.  Robertson  Jr. 
Tiger  Management  Corp. 
New  York,  N.T. 

Charity 

Sir:  Re  "Charity  checklist"  (Oct.  28). 
Using  your  methodology,  the  Asso- 
ciation's program  commitment  index 
is  79%  and  the  fundraising  efficiency 
index  is  81%,  not  the  far  lower  per- 
centages published. 
-Todd  E.  Leigh 
Chairman  of  the  Board 
American  Diabetes  Association 
Alexandria,  Va. 

Split 

Sir:  Re  "Focus  through  decentraliza- 
tion" (Nov.  11).  The  article  states  that 
Stryker's  shares  have  risen  twofold  to 
a  recent  $28.50  since  becoming  a 
public  company  in  1979.  Stryker's 
shares  have  risen  forty-one -fold  after 
taking  into  account  six  stock  splits 
since  1979. 
-John  W.  Brown 

Chairman  and  ChiefExecutive  Officer 
Stryker  Corp. 
Kalamazoo,  Mich. 
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^aeger-leCoultr^ 

Reverso. 
Ahead  of  its  time  since  1931. 


Pure  art   deco 
lives   on   in   this 
uncommon 
timepiece    which 
has   been   hand- 
crafted  by 
our    master 
watchmakers 
for    more   than 
50  years.      the 
reversible   case 
is   absolutely 
unique.      an 
engraved    mono- 
cram    makes   the 
reverso  a  jewel 
of  a  watch.      a 
cherished   col- 
lector's   item 

SINCE     1931. 


another   unique 
timepiece   from 
Jaeger-Le- 
coultre.   the 
famous   atmos 
clock.   which 
runs  on   slight 
temperature 
changes   in   the 
air.   Almost 
perpetual 

MOTION! 


The   Reverso 
has  a  unique 
twist:      it  turns 
into  a  refined 
piece  of  jew- 
ELRY. 


TRADITIONAL  JEWELERS 

203  Newport  Center  Drive 

Fashion  Island 

Newport  Beach,  California  92660 

Tel:  (714)  760-8035  •  Fax:  (714)  760-6824 

1-800-766-8035 


_ 


Nobody  cleans  water  better  than  nature. 


!■ 
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Nature  cleans  her  own 
environment.  Natural 
waste  in  water  provides 
food  for  microscopic 
organisms. 

In  a  bioreactor  equipped 
with  a  "Siran "  carrier,  bac- 
teria use  nature's  way 
to  clean  even  the  most 
heavily  contaminated 
industrial  sewage. 


Nowhere  is  the  sea  as  clear  and 
clean  as  around  an  atoll  -a  coral 
reef  that  acts  like  a  giant  natural 
sea  water  purification  plant.  The 
denizens  of  its  innumerable 
nooks  and  crannies  inhabit  an 
environment  which  has  a  very 
simple  solution  to  waste  prob- 
lems. It  operates  on  the  principle 
that  one  man's  poison  is  another 
man's  meat.  What  larger  crea- 
tures reject  is  literally  food  and 
drink  to  the  reef's  micro-organ- 
isms and  bacteria. 

Schott  took  its  cue  from 

nature  when  developing  "Siran" 
carriers  made  of  open-pored 
sintered  glass  for  purifying  sew- 
age.  Just    like    the    coral    reef, 


"Siran's"  tiny  pores  offer  bacte- 
ria a  perfect  environment  for  pro- 
tection and  nourishment.  And 
the  bacteria  pay  their  way  in  kind. 
As  they  munch  their  way  through 
even  the  most  heavily  contami- 
nated industrial  sewage  they 
produce  their  own  waste  -  valu- 
able bio-gas. 

They  effectively  clean  up 

the  environment  with  a  bonus  for 
the  economy. 

"Siran"  carriers  available 

from  Schott  America  are  just  one 
example  of  how  Schott's  innova- 
tive development  responds  to 
specific  needs.  Because  in  to- 
day's world,  special  glass  helps 
keep  technology  advancing. 


Schott  worldwide: 


50,000  products,  50  production 
facilities,  represented  in  more 
than  100  countries,  with  over 
$1.5  billion  in  sales 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  gkv 
Write    to:    Schott    Corporation. 
Department  F  42.  3  Odell  Plaza. 
Yonkers.  NY  10701. 


C^  SCHOTT 

Nobody  knows  more  about  glass. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


KOREAN  WAR  II? 


An  ominous  crisis  is  abuilding  on  the  Korean  peninsula. 
North  Korea  is  relentlessly  moving  ahead  with  its  nuclear 
armaments  program.  Like  Iraq  before  the  Gulf  war, 
Pyongyang  is  closer  than  previously  thought  to  manufac- 
turing the  Bomb.  Its  nuclear  facilities  are  widespread,  and 
there  are  several  deep  underground.  Pyongyang  has  re- 
fused international  inspections.  The  North  Koreans  al- 
ready do  a  brisk  business  exporting  scud  missiles.  Seoul  is 
only  25  miles  from  the  Demilitarized  Zone. 

North  Korea  is  still  in  the  grip  of  Hitleresque  dictator 
Kim  II  Sung.  Forty  years  ago  he  began  a  war  that  took  the 
lives  of  over  50,000  Americans  and  1  million  South 
Koreans.  All  the  nation's  meager  wealth  has  been  poured 


into  the  military.  His  terrorist  agents  are  active.  A  few 
years  back,  they  killed  a  number  of  South  Korean  officials 
visiting  Burma.  Then  they  blew  up  a  South  Korean 
airliner,  killing  over  100  passengers.  Kim  has  never  given 
up  his  goal  of  uniting  the  Koreas  under  his  rule.  Who's  to 
say  this  madman  wouldn't  be  tempted  to  use  nuclear 
weapons?  If  not,  why  is  he  developing  them? 

What  to  do?  Make  it  clear  that  we  and  other  nations  will 
not  sit  idly  by.  If  military  measures  are  necessary  to  neuter 
his  nukes,  we  should  be  prepared  to  undertake  them.  We 
underestimated  Saddam's  aggressive  intentions.  If  the 
North  is  permitted  to  develop  a  nuclear  arsenal  unimpeded, 
we  will  face  trouble  far  more  frightening  than  the  Gulf. 


MEXICO'S  ECONOMIC  MIRACLE 


continues.  And  what's  heartening  is  that  the  govern- 
ment of  reformist  President  Carlos  Salinas  is  not  resting 
on  its  laurels.  Salinas  has  just  proposed  to  radically 
overhaul  one  of  Mexico's  most  sacred  institutions — the 
Revolution-created  land-tenure  system  that  has  been  in 
place  nearly  eight  decades. 

Currently,  Mexicans  don't  actual- 
ly own  the  land  they  farm — they 
can't  sell  it,  rent  it  or  mortgage  it. 
Inheritance  laws  are  equally  strict; 
legally  the  land  is  owned  by  a  com- 
mune, and  it  can't  be  worked  by 
noncommunal  labor.  The  result  is 
agricultural  stagnation. 

Salinas  is  proposing  to  do  away  with 
these  strictures.  The  result  will  be  an 
extraordinary  surge  of  agricultural 
productivity  as  land  is  more  effectively 
utilized.  Government  officials  wisely  recognize  that  full 
blown  property  rights  are  essential  for  rural  prosperity 


At  last,  he  will  truly  own  the  land  he  works 


latest  evidence  of  Mexico's  extraordinary  transformation 
from  a  bureaucratic,  hidebound  economy  to  one  of  free 
and  open  markets. 

Restrictions  on  foreign  investment  have  been  dramati- 
cally liberalized;  tariffs  have  been  slashed  to  nominal 
levels;  the  top  personal  income  tax 
rate  has  been  nearly  halved,  and  other 
taxes  have  been  reduced;  an  impres- 
sive privatization  program  is  under 
way;  government  finances  make  ours 
look  a  shambles;  the  peso  is  almost  as 
sound  as  the  dollar;  inflation  contin- 
ues to  shrink.  In  the  past  18  months, 
$24  billion  of  capital  has  flowed  to 
Mexico,  including  over  $9  billion 
that  citizens  had  stashed  outside  the 
country.  Government  spending  (ex- 
cluding interest)  as  a  percentage  of 
the  economy  has  fallen  from  33%  to  around  17%. 

Mexico's  dollar  debt  problem  is  over.  Reserves  are  at 


Salinas'  bombshell  to  amend  the  Constitution  is  the      $17  billion  versus  annual  interest  payments  of  $8  billion. 
New  York  Times  headline: 

"POLAND'S  NEW  CLIMATE  YIELDS  BUMPER  CROP  OF  CORRUPTION" 

And  there  was  no  corruption,  monetary  or  spiritual,  under  communism? 

GREAT  PRESIDENT 

The  recent  opening  of  his  Presidential  Library  is  a  most  important  peacetime  Presidents.  Reagan  made 
convincing  reminder  that  Ronald  Reagan  ranks  with  his  achievements  look  so  easy  that  many  observers  under- 
Andrew  Jackson  and  Teddy  Roosevelt  as  one  of  our     estimate  both  him  and  the  magnitude  of  what  he  did. 
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His  tax  cuts  made  possible  our  longest  peacetime 
expansion,  creating  over  85%  of  the  Western  world's  new 
jobs  during  the  1980s.  The  number  of  high-paying  jobs 
also  set  a  record.  His  policies  triggered  a  sweeping, 
profound  technological  boom.  Even  beleaguered  manu- 
facturing America  responded  with  extraordinary  growth  of 
both  productivity  and  output.  For  the  first  time  since 
World  War  II,  the  U.S.  share  of  manufacturing  output 
worldwide  started  to  move  up.  Widespread  impressions  to 
the  contrary,  the  Reagan  era  saw  investment  rates  soar 
above  historic  norms,  growing  at  a  faster  pace  than 
consumption.  Inflation  was  cut  by  two-thirds,  interest 
rates  by  more  than  half.  The 


MSF  Jr.  with  four  Presidents  at  Reagan  Library  opening. 


net  worth  of  the  nation — 
subtracting  debts  from  as- 
sets— increased  mightily. 

Reagan's  foreign  policy 
achievements  were  even 
more  impressive.  He  under- 
mined communism.  His 
firmness  gave  Western  Eu- 
rope the  backbone  to  stand 
up  to  intense  Soviet  pressure 
in  the  early  1980s  before 
Gorbachev  took  power.  His  relendess  waging  of  the  Cold 
War  forced  the  Soviets  to  recognize  that  they  had  to 
reform.  Former  Soviet  officials  increasingly  acknowledge 
that  Reagan's  much-derided  Star  Wars  program  was  the 
critical  factor  motivating  Gorbachev's  policies  of  pere- 
stroika  and  glasnost. 

The  President's  decision  to  arm  Afghanistan  guerrillas 
with  Stinger  missiles  turned  the  Soviet  occupation  into 
the  Kremlin  equivalent  of  Vietnam. 

Reagan,  though,  recognized  what  practitioners  of  real- 
politik  rarely  do:  There's  more  to  diplomacy  than  weap- 
ons and  conferences.  Our  side  must  be  motivated  by 
ideals.  Thus  his  emphasis  on  spreading  democracy  and  on 


nuclear  disarmament.  His  speech  to  the  British  Parlia- 
ment in  1982  was  an  eloquent  example  of  this. 

We're  still  reaping  dividends  from  what  Reagan  set  in 
motion:  Never  has  democracy  spread  so  quickly  to  so  many 
countries.  His  economic  policies  are  being  emulated  bv 
more  and  more  countries,  even  as  they  are  being  jettisoned 
(with  predictably  baleful  consequences)  at  home. 

Critics  carp  that  his  was  a  scripted  Administration.  But 

it  was  he  who  vigorously  pushed  those  tax  cuts,  who  saw 

the  importance  of  SDI  and  who  realized  the  significance 

of  Gorbachev  (when  his  conservative  supporters  did  not). 

Unlike  many  Presidents,  Reagan  was  also  quick  to 

admit  mistakes,  to  cut  his 
|  losses.  He  was  persuaded  in 
1982  to  propose  a  mild  tax 
increase  in  exchange  for  sig- 
nificant spending  cuts.  The 
promised  reductions  never 
materialized.  Reagan  vowed 
never  to  fall  into  that  trap 
again.  He  didn't,  but  his 
successor  did  with  that  bud- 
get agreement  last  year.  An- 
other example:  His  Admin- 
istration blundered  in  sending  Marines  into  Lebanon. 
After  the  terrorist  bombing  of  the  Marine  barracks,  the 
Secretary  of  State  wanted  to  increase  our  commitment. 
Sensing  a  Vietnam-like  quagmire,  Reagan  overruled  him, 
pulling  out  our  remaining  forces. 

Some  fault  the  Reagan  Administration  for  incessant 
bickering.  They  forget  that  a  vibrant  presidency  is  full  of 
infighting,  going  back  to  George  Washington,  when 
Jefferson  and  Hamilton  waged  their  titanic  battles. 

Some  portray  the  1 980s  as  a  decade  of  greed,  focusing  on 
the  crimes  of  a  few  financiers.  They  overlook  the  extraordi- 
nary surge  of  charitable  giving  by  millions  of  Americans. 
Well  done,  Mr.  President. 


INCREDIBLE 

Democrats  are  successfully  positioning  themselves  as  tax  cutters, 
and,  astonishingly,  the  White  House  is  letting  them  get  away  with  it. 

LUCE  LIVING 


Henry  &  Clare:  An  Intimate  Portrait  of  the  Luces — 

Ralph  G.  Martin  (G.P.Putnam'sSons,  $24.95).  Amazing- 
ly, TV  and  Hollywood  haven't  made  movies  and  series 
based  on  the  larger-than-life  Luces.  Over  time, 
they  could  make  a  fortune  doing  so.  Harry 
created  Time,  Life,  Fortune,  Sports  Illustrated. 
During  Luce's  lifetime, Time  Inc.  had  the  equiv- 
alent clout  of  today's  TV-news  networks  cum 
the  New  York  Times  and  the  Washington  Post. 

Clare  was  a  fascinating  figure  in  her  own  right: 
brilliant  magazine  editor,  successful  playwright, 
dazzling  diplomat,  major  political  personality. 
She  was  elected  to  Congress  in  .\n  era  when 
women  who  left  home  (except  in  wartime)  were 
regarded  as  oddities.  Her  tart  tongue,  quick  wit 
and  wide  ranging  knowledge  lashed  often  resentful  \:on 
gressional  colleagues  into  respectful  silence. 

The  Luces  were  not  a  happy  couple.  Even  after  mar 


riage,  Clare  bedded  men  by  the  score.  Despite  a  charm  and 
beauty  that  smote  so  many  males,  she  was  emotionally 
distant,  lonely.  She  was  steady  to  no  cause;  no  deep 
principles  guided  her.  Despite  her  achieve- 
ments, she  is  remembered  today,  if  at  all,  tor  her 
remark  about  a  senatorial  critic:  "My  difficulties 
[  with  the  Senator  |  began  w  hen  he  w  as  kicked  in 
the  head  bv  a  horse."  Harry,  by  contrast,  pro 
foundry  shaped,  influenced  his  time  1  [c  was  m\ 
originator,  inventing  the  weekly  newsmagazine, 
pioneering  photojournalism. 

The  book  focuses  more  on  the  personal  lives 
than  the  professional  ones.  This  makes  for  deli 
cious  reading  and  is  adequate  enough  tor  Clare 
But  it  doesn't  do  Henrv  1  UCC  justice. 
Excerpt:  Most  husbands  would  want  their  wtvi  - 
notified  in  ease  of  death;  1 '.nee.  however,  listed  h: 
as  lime  hie.  ■ 
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Cutty  Sark  Blended  Scots  Whisky.  40%  Ale.  by  Vol.  Imported  by  OW.  A  Taylor  4  Co  ,  Miami,  Florida  1991 


Drinking  Cutty  Sark 

won't  make  you  seem  more  attractive. 

Or  help  you  get  a  date. 

But  if  you  really  want  to  score  points  at  a  bar, 

there  are  other  ways. 


OSHYSARK 


SCOTS  WHISKY 


UNCOMMONLY  SMOOTH 


Official  Mens  Fragrance  of  the  1992  Americas  Cup 


Other  Comments 


Global  Crossroad 

When  Russia  is  down  to  Russians  and 
Russia,  what  will  there  be?  There  will 
be  a  nation  of  160  million  people.  It 
will  occupy  one -sixth  of  the  landmass 
of  the  entire  earth.  It  will  be  larger  by  a 
huge  margin  than  any  other  state  on 
the  face  of  the  earth.  From  its  eastern- 
most point  to  its  westernmost  point  it 
will  be  1 1  time  zones.  It  will  be  chock- 
full  of  energy  in  terms  of  coal  and  oil 
and  natural  gas  and  minerals  in  the 
ground.  It  will  have  a  huge  agricultur- 
al potential  under  private  farming.  It 
has  really  tough  people.  The  Russians 
absorbed  Hitler  and  spat  him  out. 

The  single  objective  of  the  foreign 
policy  of  the  only  superpower  on 
earth,  which  is  us,  for  a  while,  should 
be  Quo  vadis,  Russia  in  the  21st  cen- 
tury, because  if  it  goes  right,  it 
changes  the  world  in  an  enormous 
way  and  if  it  goes  wrong,  it  can  be  a 
disaster  for  all  of  us. 
-Frank  Shakespeare,  former  ambas- 
sador to  Portugal,  speaking  to 
The  Heritage  Foundation 

Beauty  and  Goodwill 

We  consider  our  art  collection  an 
important  corporate  asset.  It  has 
helped  us  enhance  our  reputation  in 
the  marketplace,  build  pride  among 
our  employees  and  promote  good- 
will among  our  target  audience  and 


the  communities  we  serve.  The  origi- 
nal idea  for  our  collection  was  that 
people  perform  better  when  sur- 
rounded by  beauty.  That  was — and 
still  is — a  valid  concept.  During  one 
tour,  200,000  people  saw  our  collec- 
tion. Everywhere  the  art  went,  we 
introduced  people  to  the  collection 
and,  more  importantly,  we  intro- 
duced them  to  Reader's  Digest. 
-George  V.  Grune,  CEO,  Reader's 
Digest  Association,  Inc. 

Precious  Gift 

Technical  assistance,  as  applied  by 
Dan  Arbess,  who  advises  the  Czecho- 
slovak government,  and  Peter  Derby, 
who  advises  the  Russian  government, 
and  dozens  of  other  Western  lawyers, 
accountants  and  bankers,  is  econom- 
ic sustenance,  not  pabulum.  In  Po- 
land, Western  advisers  have  helped 
design  an  ingenious  plan  to  give  ev- 
ery adult  citizen  indirect  title  to  hun- 
dreds of  factories.  In  Russia,  Mr. 
Derby,  an  American  investment 
banker,  is  helping  draft  commercial 
codes  and  securities  laws.  Stephen 
Fuzesi,  a  New  York  lawyer  born  in 
Budapest,  is  doing  the  same  in  Hun- 
gary. In  Czechoslovakia  the  shoe  in- 
dustry was  nearly  given  away  to  a 
foreign  investor  before  Mr.  Arbess 
and  others  found  the  offer  full  of  debt, 
not  equity,  guaranteed  to  exploit  con- 


s.m 


"Some  genetic  engineers  we  turned  out  to  be." 


sumers  behind  high  tariff  walls. 

It  may  sound  lifeless  when  Presi- 
dent Bush  offers  former  communist 
countries  technical  assistance.  But 
that  may  well  be  the  most  precious 
gift  America  has  to  give  them. 
-New  York  Times, 
Michael  M.  Weinstein 


All  editorial  writers 
ever  do  is  come  down 
from  the  hills  after  the 
battle  is  over  and 
shoot  the  wounded. 
-anonymous,  The  Third 

637  Best  Things 

Anybody  Ever  Said 

Poignant  Encounter 

Several  days  after  graduation  from 
Castle  School,  Clare  took  the  train  to 
New  York,  settled  down  to  read  her 
book  on  Plato  and  soon  became 
aware  that  an  older  man  sitting  next 
to  her  was  examining  her  very  closely . 
She  now  knew  how  pretty  she  was 
and  expected  men  to  stare  at  her 
occasionally.  But  this  man  never 
stopped.  He  asked,  "Is  your  name, 
by  any  chance,  Clare  Boothe?"  As- 
tonished, she  said  yes.  He  then  asked 
if  her  mother  was  as  beautiful  as  e\er 
and  if  she  was  well.  He  then  asked 
about  her  brother.  Clare  asked  him 
how  he  knew  their  family.  "Why, 
child,  I  am  your  father,"  he  told  her. 
-Henry  &  Clare:  An  Intimate  Por- 
trait of  the  Luces,  Ralph  G.  Martin 

No  Time  for  Lucre 

An  emissary  from  a  learned  socicn 
came  to  invite  naturalist  LouisAgasa 

to  address  its  members.  Agassi/  re 
fused  on  the  grounds  thai  lectures  of 
this  sort  took  up  too  much  time  that 
should  be  devoted  to  research  and 
writing.    The   man   persisted,  saying 
they  were  prepared  to  pay  handsome!) 
tot  the  talk.  "That's  no  inducement  to 
me,"  Agassi/  replied.  "1  can't  afibfd 
to  waste  my  tune  making  monc\ 
-17>c  little,  Brown  Book  of  Am 

edited  by  Clifton  Fadknan  ■ 
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IT'S  OUTRAGEOUS. 


THE  MOST  ACCURATE  COLOR  AND  SHARPEST  PICTURE  OF  ANY 
BIG-SCREEN  TV  IS  JUST  THE  BEGINNING. 


NEXT,  YOU  ADD  THE  STUNNING  RESOLUTION  AND  CD  SOUND  OF 

PIONEER'  LASERDISC. 


THEN,  THE  PIONEER  A/V  RECEIVER  WITH   DOLBY"  PRO  LOGIC 
SURROUND  SOUND  BRINGS  IT  ALL  TOGETHER. 


ACTUALLY,  GIVEN  OUR  EXPERTISE  IN   BOTH  AUDIO  AND  VIDEO,  IT'S 
NO  SURPRISE  WE  BRING  YOU  THE  BEST  IN   HOME  THEATER. 


>neer  Electronics  CUSA)  Inc..  Long  Eieach.  CA. 


Call  1-800-421-1606.  ext.408.  for  the  dealer  nearest  you.  'Actual  on-screen  image. 


flD  PIONEER 

The  Art  of  Entertainment 


VSX-9900S  A/V  Receiver. 


Pioneer  SD-P5057Q  50"  Projection  TV*  and  ST500  Speakers.  CLD-3090  CD/LaserDisc  Player. 
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O  -N-NOISSEU'R 


THE  RISE  OF  CIVIL 


7;  II 


In  the  skies  over  four  continents  and  two  oceans 
there  is  now  a  place  where  international  business  class 
is  being  redefined. 

Where  new,  substantially  wider  seats,  placed  no 
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body.  And  sophisticated  CD  audio  soothes  the  soul. 


Where  celebrated  wines,  spirits,  and  award-winning 
uisine  are  artfully  presented.  And  where,  on  the  upper 

;s  of  our  vast  747  fleet,  you'll  travel  smoke-free. 

Introducing  Connoisseur  Classf  only  on  United. 

ere  attention  to  detail  elevates  international  business 
1  ^s  to  its  highest  form  of  civility. 


Available  now  on  all  our  flights  across  the  Adantic 
and  on  most  United  flights  across  the  Pacific. 

Come  fly  the  airline  that's  uniting  the  world.  Come 
fly  the  friendly  skies. 

M  UniTED  AIRLinGS 
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Precisely  how  sturdy  is  a  Range  Rover? 


N, 


tot  this  sturdy. 

Ten  tons  of  careening  boulder  would 
undoubtedly  turn  even  a  Range  Rover 
into  :i  convertible 

Short  of  such  an  inconvenience, 
however,  you  can  reasonably  expect  a 
Range  Rover  to  bear  up  under  some 
considerably  unreasonable  conditions. 

In  fact,  with  features  like  a  1  (-gauge 
steel  chassis  and  welded  frame,  Range 
Rovers  routinely  survive  not  merely  for 


decades,  but  for  decades  in  jungles,  des 
erts  and  the  odd  tundra 

So  it's  hardly  surprising  that  Range 
Rovers  here  hold  up  so  well  they  retain 

C^> RANGE  ROVER 


their  value  better  than  a  host  ot  compaia 
ble  cars  Including  some  w  ith  names  like 
BMW  and  Mercedes 

And  even  at  a  starting  price  just  under 
839,000,  that  makes  Range  Rover  one  of  the 
smartest  investments  on  the  road  t  >r  nil  it 

Why  not  call  1  BOO-FINE  IWDfora 
dealei  near  you: 

After  all.  when  it  comes  to  building  an 
uncommon!)  strong  vehicle,  we  leave  no 
stone  unturned 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


HONG  KONG  NERVOUSLY  EYES  1997 


In  Hong  Kong  last  September  with  Forbes'  President 
and  Editor-in-Chief  Steve  Forbes  to  launch  the  Chinese- 
language  version  of  Forbes,  we  met  with  Governor  Sir 
David  Wilson,  local  reporters  and  business  and  govern- 
ment leaders.  A  synthesis  of  their  views  and  comments  led 
to  these  conclusions: 

■  There  seems  to  be  no  real  fear  that  China's  aging 
leaders  will  attempt  to  impose  their  rigid  communist  and 
socialist  economics  and  ideology  on  Britain's  most  thriv- 
ing colony  after  they  take  over  in  1997.  Any  such  attempt 
by  the  Chinese  would  of  course  violate  their  promise  not 
to  change  Hong  Kong's  wildly  successful  economy  for  at 
least  50  years,  but  it  is  still  regarded  as  possible,  although 
not  probable,  that  China  could  break  its  word. 

■  As  a  result  foreign  capital  is  still  flowing  in  for 
investment  in  both  real  estate  and  businesses,  and  there 
have  not  been  significant  increases  in  emigration  of  the 
brightest  and  best  for  the  last  few  years. 

■  Although  he  is  without  any  tide  or  official  position, 
Deng  Xiaoping  is  still  in  charge  in  Beijing  and  is  still 
trying  to  nudge  China  away  from  its  rigid  socialist - 
communist  ideology.  His  earlier  efforts  to  ease  restric- 
tions were  sidetracked  after  Tiananmen  Square,  and, 
sadly,  his  opponents  in  the  People's  Republic  now  seem 
stronger  than  ever.  But  they,  too,  are  older  and  closer  to 
leaving  the  political  scene. 

■  Hong  Kong's  prosperity  is  spilling  over  into  China's 
southernmost  provinces,  Guangdong  and  Fujian,  where 
some  manufacturing  is  being  done  by  Hong  Kong  and 

other  Pacific  Rim 
countries  to  take 
advantage  of  the 
significantly  lower 
labor  costs.  Thus 
far,  China  has  not 
interfered  with 

these       operations, 
nor  with  the.  repa- 
triation   of  profits. 
Hong  Kong  adds  to  its...  In  foct,  China  has 
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economic  strengths. 


welcomed  the  development,  as  well  as  Taiwan's  decision 
to  move  some  of  its  manufacturing  offshore  into  a  Chi- 
nese province.  Continuing  Western-style  capitalistic  pen- 
etration of  southern  China  may  turn  those  provinces 
further  toward  the 
free  market  road  I 
and  set  an  example 
for  China  itself 
when  the  present 
leadership  changes. 

■  Meanwhile,  the 
anti-PRC  demon- 
strations in  Hong 
Kong  worry  some 
British  officials,  as 
did  the  recent  legis- 
lative council  elections  in  the  colony.  Strongly  anti-PRC 
candidates  were  elected,  despite  vigorous  and  expensive 
PRC  attempts  at  electioneering  in  favor  of  the  pro- China 
candidates.  It  is  clear  that  the  people  do  not  share  the 
official  idea  that  the  "boat  must  not  be  rocked"  and  the 
PRC  must  not  be  "unduly  provoked."  The  citizens  of 
Hong  Kong  want  to  send  strong  signals  to  Beijing  that 
their  land  is  indeed  a  separate,  special  place,  and  they 
want  it  to  remain  that  way. 

■  With  Hong  Kong's  new  airport  plans  settled  by  the 
agreement  signed  by  the  Governor  and  the  PRC,  the  only 
other  immediately  worrisome  problems  (aside  from  the 
uncertainty  over  1997)  is  the  12%  annual  inflation  rate 
and  the  shortage  of  labor  for  all  the  planned  projects. 

With  many  large  construction  projects  under  way, 
adding  almost  weekly  to  its  extraordinary  skyline  and  its 
busding  marine  commerce,  the  city  still  presents  the 
picture  of  an  enormously  vigorous,  wealthy  economy 
with  barely  enough  space  for  its  growth. 

China,  on  taking  over  control  in  1997,  may  try  to 
destroy  Hong  Kong  for  ideological  reasons.  But  it  is  hard 
today  for  many  to  believe  that  even  rigid  communists  and 
socialist  economists  could  be  so  stupid  and  so  bent  on 
self-destruction.  H 
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a  century  and  a  half,  the  Shield  has  been  poised 

not  to  do  battle  but  to  defend. 
Protecting  business  and  home,  property  and  possessions. 
A  worldwide  symbol  of  an  organization  with  a  rich  history 

as  legacy.  And  a  bright  future  as  promise. 
Strong.  Stable.  Steadfast. 
Royal  Insurance.  Your  shield  against  the  unexpected. 


Royal  Insurance 
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WHA   b  AHtAU  tUK  BUblNtbb 


EDITED  BY  HOWARD  BANKS 


Profits  squeeze  hits  basic  manufacturers 


There  are  two  sides  to  the  fall  in  prices  of  the 
basic  materials  that  U.S.  companies  buy.  For 
companies  that  buy  raw  materials  and  the 
semifinished  goods  made  from  them,  the  weak 
prices  are  very  good  news.  But  price  weakness 
also  helps  explain  why  the  stock  market  recendy 
fell  out  of  bed. 

Slow  growth  in  the  U.S.  and  Western  Eu- 
rope, and  slowing  growth  in  Japan,  has  reduced 
demand  for  basic  materials,  and  prices  have 
declined  as  a  result.  Prices  of  crude  materials 
(such  as  primary  aluminum,  chemicals,  rubber 
and  steel)  in  the  U.S.  were  down  on  average  by 
12%  to  14%  in  the  August  to  September  peri- 
od, when  compared  with  the  same  period  last 
year.  These  declines  feed  through  first  to  in- 
termediate goods,  where  prices  in  this  three- 
month  period  are  already  down  by  an  average 
of  around  2%.  In  the  coming  months,  in  turn, 
price  weakness  for  intermediate  goods  will 
translate  into  lower  prices  for  finished  goods, 
and  eventually  into  lower  consumer  prices. 

For  consumers,  this  is  all  good  news.  But, 
points  out  economist  Ed  Yardeni  of  C.J.  Law- 


rence, it  is  pretty  terrible  news  for  basic  materi- 
als producers,  which  represent  about  33%  of 
manufacturing,  or  about  7%  of  gross  national 
product.  "In  a  recovery  period,  rising  prices  are 
as  important,  if  not  more  so,  as  rising  unit  sales 
to  increase  profits,"  says  Yardeni. 

The  last  time  raw  materials  prices  fell  as  they 
now  are  was  in  the  mid-1980s.  At  that  time  the 
decline  in  industrial  raw  materials  prices  was 
compounded  by  the  sharp  drop  in  crude  oil 
prices  (to  around  $12  a  barrel),  and  consumer 
price  inflation  fell  to  1.1%  in  1986.  Less  pleasant 
was  the  hit  to  profits.  For  the  durable  goods 
sector  as  a  whole,  profits  in  1985  were  down  by 
almost  25%  on  the  year  before,  and  they  stayed 
flat  through  the  first  half  of  1987.  For  basic 
industries,  profits  were  cut  by  around  one -half 
in  1985,  compared  with  1984. 

This  time  around,  many  companies  are  re- 
porting that  not  only  can  they  not  raise  prices, 
but  that  some  are  under  downward  pressure, 
says  Yardeni.  Sensing  what's  happening,  the 
stock  market  may  well  have  decided  that  fu- 
ture earnings  may  be  dimmer  than  anticipated. 


Producer  Price  Index  (percent  change  on  the  same  month  a  year  earlier) 
25 ', 


Sharply  falling 
prices  for  industri- 
al raw  materials 
will  hit  the  profits 
of  companies 
that  make  them, 
but  will  in  time 
help  cut  consumer 
price  inflation. 


An  oil  price  dividend  next  spring? 


On  the  surface,  it  seems  unlikely  that  this 
time  around  there  will  be  the  added  impetus  to 
reducing  inflation  from  a  sharp  fall  in  crude  oil 
prices.  The  oil  market  has,  in  fact,  been  remark- 
ably stable,  with  futures  prices  for  the  bell- 
wether Brent  crude  remaining  below  $21  a  bar- 
rel, even  looking  ahead  to  the  coming  winter 
months. 

And  this  despite  the  uncertainties  in  the  oil 
market.  Saudi  Arabia  and  Iran  are  reported  to 
have  sold  down  surplus  stocks  of  crude  oil. 
Without  the  former  Soviet  Union's  oil  exports 
(around  2  million  barrels,  or  3%  of  world  de- 
mand in  winter),  one  theory  has  it  that  the  world 
is  currendy  operating  very  close  to  a  balance 
between  supply  and  demand.  This  implies  that 
any  supply  problem  could  see  prices  go 
through  the  roof.  Where,  then,  would  be  the 


anticipated  dividend  from  the  Gulf  war  in  the 
form  of  much  lower  oil  prices? 

This  picture  is  too  gloomy  by  half,  though. 
Kuwait  has  put  out  the  fires  and  resumed  oil 
production  much  faster  than  most  people  in 
the  industry  expected.  It  is  now  likely  to  be 
producing  550,000  barrels  a  day  by  Decem- 
ber and  950,000  barrels  by  next  summer.  And 
Iraq?  In  all  likelihood,  Western  governments 
will  cave  in  and  let  Saddam  Hussein  start  selling 
his  oil  freely  again  by  next  year. 

The  prospect  of  these  growing  supplies  sug- 
gests that  crude  oil  prices  could  be  down  to 
maybe  $17  a  barrel  by  next  April.  Add  this 
prospect  to  falling  industrial  prices,  and  the  like- 
lihood is  that  consumer  price  inflation  next 
summer  could  be  significantly  lower  than  the 
3.5%  now  being  forecast.  ■■ 
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THE  FORBES  INDEX 


■  ill:  Ulitl,,, 


The  Forbes  Index  (1967=100) 

210 

Current  188.4* 

Previous  187.9 

Percent  change         0.3% 

190 


*  Preliminary 
77  78   79   '80   '81    '82   '83   '84   '85   '86   '87   '88   '89   '90   '91 


Cautious  consumers  are  putting  lots  of  companies  under- 
water. Dun  &  Bradstreet  reports  business  failures  are  up 
more  than  48%  from  this  time  last  year.  So  far  in  1991, 
nearly  76,300  companies  have  failed.  Meanwhile,  the 
retail  sector  is  putting  out  mixed  signals.  Retail  sales, 
which  have  been  seesawing  since  February,  fell  0.1%  in 
October.  Yet  that  isn't  too  bad  a  drop  considering  the 
weak  demand  for  big-ticket  retail  items  such  as  automo- 
biles. At  an  annualized  rate  of  barely  1  million,  new  home 
construction  is  at  a  nine -year  low. 


Other  key  rates 

Source 

Status 

7.5% 

-12 : 

-0.1% 
-$75  M 

Prime  rate 

Chase  Manhattan  Bank 

Auto  sales  year  to  date  vs  1 990' 

Ward's  Automotive 

Index  of  leading  indicators  Sept  vs  Aug 

Dept  of  Commerce 
Dept  of  Commerce 

Trade  balance  12  months  ended  Sept  1991 

All-commodity  producer  price  index  Oct  vs  Sept1 

Dept  of  Labor 

0.3% 

2.4% 

-0.2% 

6NP  3rd  quarter  vs.  2nd — annualized  growth 
M2  (3-month  change) — annualized  growth1 

Dept  of  Commerce 
Federal  Reserve 

1  U.S.  based  manufacturers,  excludes  imports,  as  of  11/10/91. 2  Wholesale  goods.  'Includes  Ml 
(public  currency  and  checking  deposits!  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


105 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


550 


475 


400 


325 


New  unemployment  claims  average  (or  month 
(thousands),  seasonally  adjusted  (Dept  ol  labor) 


Services     •    Total  index 


Inventories      •    New  orders 


270 


210 


150 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 
(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


125 


50 


2820 


2760 


2700 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2640 


Personal  income  (Sbiiiions)  wage  and  salary 
disbursements  seasonally  adjusted  (Dept  of  Commerce) 


140 


740 


730 


720 


Retail  sales  (Jbiihons), 

seasonally  adjusted  (Dept  of  Commerce) 


710 


Consu 


M  MM 


SONDJFMAMJJASO 


SONDJFMAMJJASO 


SONDJFMAMJJASO 
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This  space  reserved  for  Lockheed. 

Opace  is  an  inexhaustible  source  of  discovery.  In  the  single 
generation  since  we  ventured  into  space,  the  benefits  have  been  immense. 
America's  leadership  in  science,  medicine,  computers,  telecommunications, 
software  and  environmental  technology  has  been  enhanced,  in  part,  by  an 
aggressive,  dynamic  space  program. 

Lockheed  is  very  much  part  of  that  momentum,  often  the 
driving  force:  in  satellite  systems,  NASA  Shuttle  processing,  orbiting 
observatories,  advanced  solid  rocket  motors,  space-based  communica- 
tions systems  and  the  development  of  Space  Station  Freedom. 

Lockheed  manages  its  business  to  leverage  its  core  technologies 
not  only  to  capture  new  lines  of  business,  but  also  to  build  shareholder  value. 
To  grow  and  develop  new  leadership  for  the  1990s  and  the  next  century.  The 
world  is  reaching  into  space;  and  Lockheed  is  leading  the  way. 


^^Lockheed 

Watch  NOVA  on  PBS,  Tuesdays  at  8 p.m. 
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Some  new  biotech  stocks  are  off  as  much  as  40%  from 
their  highs.  But  history  says  they're  still  not  buys. 

Sucker  bait 


By  Richard  L.  Stern 

That  nasty  120-point  Nov.  15  drop 
in  stocks  may  go  down  in  history  as 
the  Great  Biotech  Massacre.  Many  of 
the  biotech  firms  that  were  taken 
public  this  year  had  begun  to  droop 
before  the  broader  market  slumped 
that  day.  By  the  close  of  trading  that 
Friday,  biotech  companies  like  Med- 
Immune,  Applied  Immune  Sciences, 
and  COR  Therapeutics  were  down  by 


25%  to  30%  from  highs  at  the  start  of 
the  week. 

Are  they  now  buys?  Is  the  correc- 
tion over?  Don't  bet  on  it.  Most  of 
1991's  32  biggest  biotech  offerings 
still  sell  at  frighteningly  high  levels  (see 
table).  Yet  few  of  these  newcomers 
have  any  revenues  or  earnings.  Jeffrey 
Casdin,  an  analyst  with  Oppenheimer 
quips:  "[The  biotech  ipos]  are  trad- 


ing on  a  multiple  of  Ph.D. s." 

It's  the  old  story.  The  Wall  Street 
hype  machines,  aided  and  abetted  by 
the  media,  trumpet  the  prospective 
triumphs  of  a  rising  technology.  That 
starts  investors  breathing  hard.  Prices 
of  established  outfits  go  up  and  up. 
Then  Wall  Street  does  what  it  always 
does:  The  public  wants  stocks,  we'll 
sell  them  stocks.  It  eagerly  brings  to 


The  hottest  biotech  new  issues  of  1991 

Issuer  Offer  Price- 


Medlmmune 

Curative  Technologies 

Cygnus  Therapeutic  Systems 

ICOS 

SyStemix 

Osteotech 

COR  Therapeutics 

Biomatrix 

Medarex 

Glycomed 

Anergen 

Idexx 

Somatogen 

ImmuLogic  Pharmaceutical 

Applied  Immune  Sciences 

Isis  Pharmaceuticals 

Genetic  Therapy 

Alkermes 

Alteon 

Vertex  Pharmaceutical 

Dianon  Systems 

Celtrix 

Aphton 

Athena  Neurosciences 


Offer 
date 


May  8 

June  28 

Jan  31 

June  6 

Aug  7 

July  24 

June  27 

Aug  7 

July  16 

June  13 

Oct  10 

June  20 

Aug  2 

May  21 

May  2 

May  17 

July  31 

July  16 
Oct  31 
July  24 
July  31 
July  24 
Mar  21 
Nov  6 


offer 

$9.25 
7.50 
9.00 
8.00 

18.00 
7.50 
7.50 

10.00 

6.00 
7.00 
8.00 
15.00 
19.00 
10.00 
12.00 
10.00 

9.00 

10.00 

15.00 

9.00 

8.00 

8.75 

7.00 

12.00 


recent 

$41.00 
19.25 
19.75 
16.50 
36.25 
15.00 
13.25 
17.50 

10.50 
12.25 
13.75 
25.50 
32.25 
16.25 
18.00 
14.75 

12.25 
13.50 
19.75 
11.50 

9.75 
10.13 

8.00 
13.00 


Percent  change 

from  S&P  from 

offer  offer 


343.2% 

156.7 

119.4 

106.3 

101.4 

100.0 

76.7 

75.0 

75.0 
75.0 
71.9 
70.0 
69.7 
62.5 
50.0 
47.5 

36.1 

35.0 
31.7 
27.8 
21.9 
15.7 
14.3 
8.3 


0.2% 

2.2 
10.3 
-1.1 
-2.8 

0.2 

1.3 
-2.8 

-0.6 

0.5 
-0.3 

1.1 
-2.0 

1.1 
-0.3 

1.9 

-2.2 
-0.6 
-3.3 

0.2 
-2.2 

0.2 

3.5 
-2.7 


Market  Manager 

value 

($mil) 

$598.6  Morgan  Stanley 

181.0  Smith  Barney 

209.4  Hambrecht  &  Quist 

353.1  PaineWebber 
253.8  Merrill  Lynch 

87.0  Bear  Stearns 

119.3  Robertson  Stephens 

150.5  Prudential 

52.5  Rosekrantz  Lyon  &  Ross 

107.8  Hambrecht  &  Quist 

71.5  H  J  Myers 
114.8  Shearson  Lehman 

238.7  Alex  Brown  4  Sons 

152.8  Merrill  Lynch 
127.8  Montgomery 
163.7  Morgan  Stanley 

88.2  First  Boston 

98.6  Robertson  Stephens 
227.1  Alex  Brown  &  Sons 

110.4  Kidder  Peabody 
46.8  First  Boston 
60.8  Oppenheimer 

80.8  Smetek  Van  Horn  &  Cormack 

184.6  PaineWebber 


CellPro 

Sept  24 

11.00 

11.50 

4.5 

-2.1 

95.5 

PaineWebber 

Genelabs  Technologies 

June  13 

9.13 

9.50 

4.1 

0.5 

166.3 

Allen  &  Co 

Embrex 

Nov  7 

8.50 

8.75 

2.9 

-3.6 

32.4 

Josephthal  Lyon  &  Ross 

Cambridge  NeuroScience 

June  6 

12.00 

12.00 

0.0 

-1.1 

81.6 

Montgomery 

IDEC  Pharmaceutical 

Sept  16 

15.00 

14.25 

-5.0 

-1.6 

119.7 

Merrill  Lynch 

Sepracor 

Sept  20 

10.00 

9.25 

-7.5 

-2.2 

149.9 

Shearson  Lehman 

Cephalon 

Apr  25 

18.00 

12.50 

-30.6 

0.0 

107.5 

Hambrecht  4  Quist 

Regeneron  Pharmaceuticals 

Apr  2 

22.00 

15.13 

-31.3 

0.0 

232.9 

Merrill  Lynch 

Prices  and  market  value  as  v.      ^v. 

11.    Sources:  Oppenheimer  &  Co. 

Telemet  America  Orion;  Forbes. 

With  virtually  no  earnings,  these  biotech  stocks  have  gained  an  average  of  54%  since  their  issue  date. 
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market  all  kinds  of  dicey  and  unprov- 
en  stuff  with  the  appropriate  technol- 
ogy in  the  name.  True  to  form,  this 
year  underwriters  have  raised  close  to 
$1  billion  on  just  32  of  the  biggest 
biotech  offerings. 

The  highest- flying  new  issue  was 
Medlmmune.  Some  of  its  research  is 
being  funded  by  Merck,  in  return  for 
joint  marketing  and  licensing  agree- 
ments. It  is  working  on,  among  other 
things,  vaccines  for  AlDS-related  infec- 
tions and  Lyme  disease.  Even  after  the 
market's  mid-November  drop,  Med- 
Immune's  price,  recendy  $41,  is  still 
four  times  higher  than  when  it  was 
first  offered  May  8 .  Medlmmune  also 
has  the  largest  market  capitaliza- 
tion— nearly  $600  million.  Nine- 
month  product  revenues:  $5.1  mil- 
lion. Earnings:  $1.6  million,  or  11 
cents  per  share. 

Denise  Gilbert,  an  analyst  at  Smith 
Barney  Harris  Upham,  which  is  un- 
derwriting a  secondary  offering  for 
Medlmmune,  is  bullish.  In  research 
reports  she  says  Medlmmune  could 
earn  $1.80  a  share  by  1995  if— and 
it's  a  big  if — the  company  can  deliver, 
as  projected,  one  new  product  a  year 
beginning  in  1994.  In  other  words, 
the  stock  is  currendy  selling  at  about 
23  times  earnings  that  might,  or 
might  not,  pan  out  four  years  down 
the  road.  Moreover,  Medlmmune  is 
among  the  best  of  the  lot. 

Most  of  these  startups  have  finan- 
cially sexy  goals,  researching  cures  for 
AIDS,  asthma,  arthritis  and  multiple 
sclerosis,  Parkinson's  disease,  as  well 
as  remedies  for  stroke,  head  and  spinal 
injuries  and  epilepsy. 

But  many  of  these  are  more  than 
longshots;  they  are  scarcely  even  in 
the  running.  For  many  of  them,  viable 
products  are  years  away,  and  the  com- 
panies are  burning  cash  at  such  a  rate 
that  they'll  either  have  to  sell  out  or 
return  to  the  market  soon  for  more 
capital.  When  they  return  they  may 
well  find  that  investor  interest  has 
shifted  elsewhere. 

Despite  the  November  massacre, 
underwriters  are  readying  more  bio- 
tech initial  public  offerings.  The  best 
advice  is:  Leave  them  alone.  Careful 
study  of  Forbes'  data  base  on  initial 
public  offerings  reveals  a  clear  pattern: 
The  later  in  the  cycle  a  new  issue 
appears,  the  lower  the  quality  and  the 
richer  the  price.  M 


Department  stores,  already  losing  customers  to 
outlet  malls  and  catalogs,  now  face  another  competitor: 
stores  that  sell  everything  at  one  low  price. 

Shades  of 
Frank  W. 
Woolworth 


By  Gretchen  Morgenson 

If  YOU'RE  tired  of  hearing  about  the 
retailing  doldrums,  take  a  trip  down 
the  aisles  of  Manhattan's  A  Real  New 
York  Bargain,  a  one -price  women's 
clothing  store,  so  called  because 
whatever  is  offered  sells  for  one  low 


price.  No  doldrums  here.  At  2:30  on 
a  pre -Thanksgiving  afternoon,  the 
floors  are  crowded  and  the  cash  regis- 
ters are  ringing.  A  few  doors  down 
Fifth  Avenue,  the  building  that  once 
housed  B.  Altman  sits  shuttered  and 


A  $10  And  Less  store  near  St.  Louis 

Since  shoppers  shop  more  often,  inventories  move  like  mad. 
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dark,  a  testimony  to  the  sick  state  of 
department  store  retailing. 

What's  bringing  in  the  customers 
to  A  Real  New  York  Bargain?  Real 
bargains,  of  course.  Everything  in  the 
store  sells  for  $10  or  less.  Recendy 
shoppers  there  found  racks  of  ladies' 
Forenza  jeans,  a  brand  put  out  by  the 
Limited,  that  sell  in  its  Lerner/New 
York  stores  for  $34;  casual  jackets 
manufactured  by  Crazy  Horse,  which 
would  sell  in  department  stores  for 
S35;  and  another  Limited  offering,  an 
Express  sweatshirt  that  retails  for  S29. 
Upstairs  were  racks  of  $5  items. 

This  isn't  just  cheesy  merchandise 
jammed  onto  racks  in  a  dimly  lit  store. 
Although  you're  not  likely  to  find 
Gucci  goods  at  the  country's  growing 
number  of  one-price  stores,  you  will 
find  many  inexpensively  to  moderate- 
ly priced  apparel  brands  such  as  Es- 
prit, Guess?,  L.A.  Gear  and  Bill  Blass. 
The  merchandise  consists  of  first- 
quality  sweaters,  jeans  and  blouses, 
not  "irregulars"  or  seconds.  Depend- 
ing upon  the  retailer,  the  items  sell  for 
$7  to  $15  each — just  the  right  price 
points  for  today's  cautious  consum- 
ers. The  goods  find  their  way  into 
one -price  stores  because  they  didn't 
move  quickly  enough  off  the  floors  of 
higher-priced  retailers.  In  this  sense, 
the  one-price  stores  and  enormously 
popular  outiet  stores  (Forbes,  May 
27)  are  kissing  cousins. 

The  one-price  store,  typically  situ- 
ated in  a  strip  shopping  center  an- 
chored by  a  supermarket  or  drug- 
store, is  a  venerable  retailing  concept 
that  goes  back  a  century  to  Frank  W. 
Woolworth's  first  Five  &  Ten  cents 
stores.  More  recendy,  Family  Dollar 
stores  have  succeeded  by  offering  va- 
riety store  merchandise  generally 
priced  at  $18  or  less. 

The  latest  trend  in  one-price  retail- 
ing is  specialization  in  clothing.  The 
man  often  credited  with  bringing  the 
one-price  concept  to  clothing  is  Hen 
ry  Jacobs,  chairman  of  publicly  traded 
One  Price  Clothing  Stores,  a  $110 
million  (sales)  operation  based  in 
Duncan,  S.C.  Jacobs'  365  stoics  offer 
in-season,  first-quality  goods  ai  the 
set  price  of  $7  per  item.  Jacobs  has  not 
been  immune  to  economic  stagna 
don;  his  same  store  sales  declined 
15%  during  the  first  half  of  1991.  But 
given  the  economy,  he  thinks  he's  in 
the  right  retailing  segment:    In   the 


ABOVE: 

Joseph,  Robert, 
Jeffrey.  Judy 
and  James  Glik 
"There's  no 
greater  motivation 
than  a  sign 
that  says 
$10  And  Less." 


third  quarter  his  same-store  sales  were 
down  only  3%  from  the  year  before. 

Jeffrey  Glik  is  sure  doing  well  in 
one  price  retailing.  Glik,  35,  is  the 
fourth  generation  president  of  Glik's, 
a  St.  Louis  retailing  chain  that  did  $15 
million  in  sales  last  year.  In  addition  to 
us  24  conventional  clothing  Mores, 
the  °4  year  old  operation  now  in 
eludes  eight  $10  And  less  stores 
opened  since  L988.  While  sales  in 
Glik's  clothing  department  store  op 


Michael  Kanak, 
president  of  One  For 
The  Money  stores 
How  to  open  a 
retail  store  with 
only  $15,000. 


eration  will  be  fiat  this  year,  same 
store  sales  at  his  $10  And  1  ess  stores 
are  up  17%.  The  family  plans  to 
three  more  each  year.  Glik  d 
per  square  foot  in  his  department 
stores;  in  one  price  shops,  $225 

"ItN  too  easj  to  walk  into  a  depart 
ment  store  md  get  disappointed  be 
cause   the   prices  are   unaffordable," 
sa\  s  Glik  "  There's  no  greater  motiva 
rjoo  to  shoppers  than  a  sign  thai 
$10  And  less  •• 
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Even  in  tough  economic  times, 
women  prowling  one-price  stores  can 
buy  faddish  and  fun  clothing  on  im- 
pulse, much  as  they  used  to  do  in 
department  stores.  At  $10  and  under, 
fashion  becomes  almost  disposable. 

"If  you  shop  in  a  department  store, 
you  can't  even  afford  ten  new  outfits  a 
year,"  says  Sharon  Frank,  who  runs 
her  own  retail  buying  office  that  se- 
lects merchandise  for  off-price  retail- 
ers and  used  to  run  the  New  York 
buying  office  for  Limited  stores.  "In 
one  of  these  stores,  you  can  get  two 
new  outfits  a  week  and  you  don't  even 
have  to  tell  your  husband  about  it." 

With  markups  slim  on  these  $7  and 
$10  items,  smart  buying  is  a  must.  Jeff 
Glik's  father,  Joseph  Glik,  has  been  in 
the  retailing  business  for  40  years.  He 
says  this  of  his  one -price  stores:  "The 
name  is  a  sensational  draw,  but  it's  up 
to  us  to  give  the  shopper  legitimate 
value.  We'll  stay  strong  if  we  can 
continue  to  give  that  value." 

Advertising  costs  are  low  because 
customers  who  find  bargains  like  to 
brag.  The  Gliks  spend  only  1.3%  of 
sales  on  $10  And  Less  newspaper  and 
radio  ads;  the  industry  average  for  a 
specialty  retailer  of  Glik's  size  is  3.6%. 

Low  capital  costs  also  help.  "I  can 
set  up  a  store  for  $15,000;  my  total 
debt  on  four  stores  is  $50,000,"  says 
Michael  Kanak,  president  of  four  One 
For  The  Money  one-price  stores  in 
Nashville,  Tenn.  His  inventories  turn 
over  between  8  and  10  times  a  year. 
The  industry  average  for  small  special- 
ty retailers  is  only  2.7  times. 

So  far,  the  retailing  giants  have  left 
this  profitable  little  niche  to  entrepre- 
neurial players  like  Jacobs,  Kanak  and 
the  Gliks.  But  given  the  hard  times  in 
retailing  today,  this  will  almost  cer- 
tainly change.  Indeed,  Macy's  newly 
formed  clearance  store  division  re- 
centiy  opened  its  first  Macy's  Close  - 
Out  store  in  a  mall  in  Sunrise,  Fla.  The 
store  sells  Macy's,  Bullock's  and  I. 
Magnin  goods  at  50%  off.  Four  more 
Close-Out  stores  are  expected  to 
open  within  a  year. 

Off-price  retailing  buyer  Sharon 
Frank  believes  that  one-price  stores 
are  here  to  stay,  even  when  the  econo- 
my booms  again.  "Our  customers 
want  to  look  good  and  feel  good,  and 
these  stores  help  them  do  that,"  she 
says.  "They  buy  nice  merchandise  at 
cheap  prices.  What's  not  to  like?"  WM 


Rumors  say  Richard  Branson  is  selling  assets  to  keep  his 
Virgin  Group  alive.  He  needs  cash,  all  right— to  expand. 


A  British 
original 


By  Peter  Fuhrman  and  Peter  Newcomb 


Richard  Branson  is  41  and  his  hair  is 
beginning  to  gray  at  the  temples,  but 
he  still  likes  to  play  the  role  of  rebel. 
He  dresses  casually — sweaters,  open- 
neckedjshirts,  faded  Levi  501  jeans. 


He  runs  his  $2.5  billion  (revenues) 
holding  company,  the  Virgin 
Group — which  comprises  a  major  in- 
dependent recording  company,  a  rec- 
ord retail  chain  and  a  fast-growing 
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Richard  Branson  relaxing  on  his  private  Caribbean  island 
Informal,  casual,  but  a  razor-sharp  entrepreneur. 
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Virgin  Group 


Spoofing  it  up  on 
Virgin  Atlantic's 
first  flight  to 
Los  Angeles 
Matching 
Virgin's 
business  class 
would  bankrupt 
United  and 
American, 
says  Branson. 


international  airline — out  of  a  three- 
story,  white  Victorian  villa  backing 
onto  London's  Holland  Park.  This  is 
a  step  up  from  the  houseboat  that 
used  to  serve  as  Virgin  headquarters. 

But  don't  be  fooled  by  outward 
appearances.  Behind  Branson's  low- 
key  exterior  there  is  a  razor-sharp 
entrepreneur  who  has  shown  a  re- 
markable talent  for  arbitraging  the 
gaps  in  value  between  what  one  party 
thinks  his  assets  are  worth  and  what 
someone  else  will  pay. 

In  1986,  for  example,  Branson 
took  the  music  and  retailing  business 
of  his  Virgin  Group  public,  valuing  it 
at  $440  million.  Two  years  later  he 
took  it  private  again,  valuing  the  com- 
pany at  the  same  $440  million.  But 
within  months  he  sold  a  25%  stake  of 
his  recording  company,  Virgin  Music 
Group,  to  Japan's  Fujisankei  Com- 
munications Group  for  $170  mil- 
lion— valuing  Virgin's  recording 
group  alone  at  $680  million. 

Branson  has  gone  on  selling.  In 
1989  he  sold  10%  of  his  airline,  Virgin 
Atlantic,  to  Japanese  travel  group 
Seibu  Saison  International  for  $60 
million.  Soon  after,  Branson  brought 
in  partners  for  his  retailing  operations. 
Now,  Branson  tells  FORBES,  he  has 
retained  Salomon  Brothers  to  find  a 
buyer  for  another  20%  of  the  airline. 
Asking  price:  $100  million. 

A  vicious  gossip  campaign  in  Lon- 
don says  the  proposed  sale  shows 
Branson  is  overextended.  The  gossip 
appears  to  be  no  more  than  the  work 
of  competitors  who  hope  to  slow 
Virgin  Atlantic's  rapid  expansion. 

In  a  tough  market,  Virgin  Atlantic 


has  been  more  than  holding  its  own. 
Its  load  factor,  the  percentage  of  seats 
filled,  has  been  running  a  healthy 
80%;  the  airline  is  making  money  and 
paying  its  suppliers  on  time.  Mean- 
while, the  load  factors  on  the  North 
Atlantic  routes  of  both  United  and 
American  (at  around  55%  to  60%) 
have  been  lagging  as  Branson's  busi- 
ness class  to  New  York,  Newark,  Los 
Angeles  and  Miami,  with  free  limo 
service  and  a  bonus  economy  ticket, 
has  grown  to  be  the  market  leader. 

"United  and  American  could  pull 
out  60  seats  to  match  our  room  in 
business  class,  but  they'd  probably 
bankrupt  themselves  doing  so,"  says 
Branson.  Instead,  the  two  U.S.  carri- 
ers plan  to  switch  20%  to  30%  of  their 
current  North  Atlantic  capacity  away 
from  Britain  to  the  Caribbean  or  Ha- 
waii this  winter. 

It's  expansion  season  again.  Virgin, 
within  the  next  two  years  or  so,  will 
inaugurate  service  between  London 
and  San  Francisco,  Chicago  and 
Washington,  D.C.  Branson  got  a  fly- 
ing start  on  a  new,  and  highly  profit- 
able, London-to-Tokyo  service;  the 
$60  million  he  raised  from  Seibu  cov- 
ered all  the  startup  costs  and  made 
Virgin  look  less  foreign  to  the  Japa- 
nese authorities.  On  another  front, 
Branson  looks  set  to  win  the  right  to 
fly  the  London  to  Johannesburg 
route,  one  of  the  most  profitable  a\  la 
tion  markets  in  the  world.  Rival  Brit- 
ish Airways  has  already  lodged  strong 
protests. 

All  this  expansion  will  require  mon 
ey     hence  the  plan  to  sell  additional 
equity.  But  will  Branson  get  the  $100 


million  he's  looking  for?  Branson  savs 
the  price  is  based  in  part  on  how  much 
American  and  United  paid  last  sum- 
mer for  Pan  Am's  and  twa's  interna- 
tional gates  and  route  rights.  Still, 
Virgin  Atlantic's  revenues  are  onlv 
$450  million.  Even  if  the  expansion 
doubled  those  revenues  by  1995,  as 
planned,  and  at  the  same  time  Bran- 
son manages  to  maintain  today's  5% 
to  7%  operating  profit,  a  new  investor 
will  still  have  paid  1 5  times  its  share  of 
net  earnings  four  years  out.  Branson's 
preference,  as  in  the  past,  will  be  to 
find  an  equity  investor  from  East  Asia. 

Even  if  the  Virgin  Atlantic  stake 
doesn't  sell,  Branson  will  still  have 
other  very  marketable  assets.  Having 
sold  25%  of  Virgin  Music  Group  to 
Japan's  Fujisankei  in  1989,  he  says  he 
might  sell  another  minority  stake  in 
that  business,  for  a  price. 

People  who  know  him  say  he  val- 
ued the  record  business  early  this  year 
at  $1  billion,  or  50  times  last  year's 
earnings,  according  to  a  prospectus 
for  Virgin  Music  that  insiders  say  was 
drawn  up  by  investment  bankers 
Goldman,  Sachs.  Branson  tells 
Forbes  he  thinks  the  company  is  now- 
worth  $1.7  billion,  two  and  a  half 
times  what  it  was  when  Fujisankei 
bought  in  in  1989.  His  reasoning: 
Virgin  has  been  busy  adding  impor- 
tant new  talent.  Pop  star  Janet  Jack- 
son was  signed  for  around  S30  million 
this  summer,  and  Branson  is  about  to 
sign  the  Rolling  Stones  for  more  than 
$25  million;  included  in  the  dcA 
would  be  rights  to  all  their  past  re- 
cordings back  to  1971  as  well  as  three 
new  ones. 

One  interested  buyer  appears  to  be 
ERA  Music,  the  recorded  music  divi- 
sion of  British  electronics  giant  Thorn 
EMI.  Other  possible  buyers  include 
Matsushita's  MCA  Records  division; 
mk\  Paramount  Communications, 
which  has  long  expressed  interest  in 
getting  Into  the  music  business 

Will  anvone  meet  Branson's  price- 
The  market  for  record  labels  is  noth- 
ing like  as  frothv  as  in  1989,  when 
\\\t  Records  And  Geflfen  Records 
both  sold  at  30  to  40  tunes  earniiv 
Concedes  Branson:  "M\  price  is  well 
above  w  hat  anyone  seems  to  be  think 
ing  of  offering."  But  this  wouldn't  be 
the  tii st  time  Branson  got  more  for 
something  than  most  people  thought 
possible.  ■• 
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Can  a  great  entrepreneur  repeat  his  success? 
Gene  Amdahl  tried  once  and  failed.  Now 
he's  at  bat  a  second  time. 

Strike  two? 


By  Julie  Pitta 

Gene  Amdahl  runs  Andor  Interna- 
tional Inc.,  his  latest  venture,  from  a 
nondescript  building  down  the  road 
from  Apple  Computer  Inc.'s  Cuperti- 
no, Calif,  headquarters.  Only  a  silver 
Mercedes  in  the  parking  lot  speaks  of 
flamboyance.  Gene  drives  it  to  work 
every  day,  perhaps  to  remind  himself 
and  the  world  that  he  was  once  the 
most  celebrated  entrepreneur  in  the 
computer  industry. 

Andor?  If  you  have  never  heard  of 
it,  it's  because  this  would-be  manu- 
facturer of  mainframes  has  drastically 
scaled  back  its  ambitions,  aiming  now 
only  to  sell  a  data  backup  system,  and 


is  having  difficulty  delivering  even 
that  modest  product.  It's  an  anticli- 
mactic  cap  to  the  42 -year  career  of 
Amdahl,  the  IBM  scientist  who  went 
on  to  found  the  very  successful  Am- 
dahl Corp.  It's  also  vivid  evidence  of 
how  hard  it  is  for  a  successful  entre- 
preneur to  score  again  in  a  second 
venture. 

Amdahl,  now  69,  was  the  chief 
architect  of  IBM's  System/360  main- 
frame family,  one  of  the  greatest 
product  success  stories  of  the  century 
and  the  main  engine  of  IBM's  enor- 
mous profitability  in  the  late  1960s. 
That  accomplishment  enabled  Am- 


Famous  mainframe  designer  Gene  Amdahl 

But  his  biggest  claim  to  fame  was  a  big  score 

three  decades  ago— for  IBM. 


dahl  to  round  up  enough  money, 
mainly  from  a  Chicago  venture  capital 
firm,  from  Fujitsu  Ltd.  and  from  Nix- 
dorf  of  Germany,  to  start  Amdahl 
Corp.  in  1970. 

Cleverly,  Amdahl  did  not  set  out  to 
create  a  rival  system  of  computing,  as 
Honeywell,  Sperry  and  General  Elec- 
tric were  doing  in  their  futile  efforts  to 
beat  IBM.  Instead,  Amdahl's  idea  was 
to  sell  discount  computers  that  could 
be  substituted  for  the  name  brand 
models  and  could  run  the  same  soft- 
ware. You  could  say  that  Amdahl 
Corp.  invented  the  very  concept  of 
computer  clones — only  back  then  the 
clones  were  called  "plug-to-plug 
compatibles." 

Gene  Amdahl  stayed  with  the  ven- 
ture for  nine  years.  The  company 
survived  him;  Amdahl  Corp.  will  post 
sales  of  $1.9  billion  this  year,  says 
Value  Line.  If  there  was  criticism  of 
Amdahl  at  that  stage  in  his  career,  it 
was  that  he  sold  out  to  the  Japanese, 
giving  Fujitsu  access  to  vital  U.S. 
mainframe  technology  in  return  for 
its  equity  investment.  Fujitsu  now 
owns  44%  of  Amdahl. 

The  success  made  it  easy  for  Am- 
dahl to  raise  even  more  money  for 
another  startup.  To  create  Trilogy 
Ltd.,  Amdahl  in  1980  lined  up  inves- 
tors like  Digital  Equipment,  Sperry 
and  France's  Bull,  raising  $210  mil- 
lion, still  a  record  for  a  startup. 

Easy  come,  easy  go.  Trilogy's  head- 
quarters was  palatial.  "It  was  like  the 
gold  rush  of  1849,"  says  Brian  Jeffery, 
a  computer-industry  consultant. 
"They  were  throwing  money  around 
right  and  left." 

The  frills  alone  didn't  doom  Tril- 
ogy. More  important  was  that  the 
huge  starting  equity  fueled  grandiose 
ambitions.  Amdahl's  aim  was  not  only 
to  design  a  new  supercomputer  from 
scratch,  but  to  design  the  semicon- 
ductor chips  that  powered  it — in- 
deed, to  redefine  the  concept  of  pro- 
cessor chips.  Amdahl  wanted  to  create 
a  superchip,  a  single  slice  of  silicon  a 
few  inches  across  that  would  do  the 
work  of  100  conventional  chips  and 
do  it  faster  because  signals  wouldn't 
have  to  travel  as  far.  The  concept, 
tried  never  before  or  since,  is  called 
wafer- scale  integration. 

Gene  Amdahl's  bad  luck  started 
almost  as  soon  as  he  left  Amdahl 
Corp.  Driving  a  Rolls-Royce  he  pur- 
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Andor  International 


Amdahl 
the  younger 

Likk  his  father,  Carlton 
Amdahl,  39,  is  on  his  third 
startup.  The  difference  is 
that  Carl  Amdahl's  Net- 
frame  Systems  Inc.  is 
probably  going  to  make  it. 

After  getting  a  master's 
in  computer  science  from 
Berkeley  (his  father's 
Ph.D.  is  from  the  Universi- 
ty of  Wisconsin),  Carl 
Amdahl  joined  Magnuson 
Systems,  a  venture  started 
by  former  Amdahl  execu- 
tive Paul  Magnuson. 
Carl,  who  had  been  recom- 
mended for  the  job  by  his 
father,  designed  Magnu- 
son's  computer,  a  mid- 
size computer  compatible 
with  IBM's.  Despite  win- 
ning high  marks  for  the  per- 
formance of  its  product, 
Magnuson  Systems  failed. 

"It  had  brilliant  archi- 
tecture, naive  business 
planning  and  marketing 
execution,"  says  Neill 
Brownstein,  managing 
general  partner  for  Besse- 
mer Venture  Partners,  a 
firm  that  invested  in  Mag- 
nuson and  has  also  invest- 
ed in  Netframe  Systems. 
"They  hired  lots  of  sales- 
men before  they  had  a 
product.  They  ran  out  of 
money." 

In  1981,  with  Magnu- 
son dying  but  not  yet  dead, 
Carl  joined  Trilogy  Ltd., 
his  father's  ill-fated  venture 
in  radical  computer  rede- 


Computer  designer  Carlton  Amdahl 

His  venture  is  doing  a  little  better  than  that  of  Amdahl  pore. 


sign.  Carl  stayed  only  until 
1984.  "The  reason  I  left 
is  I  couldn't  see  it  being 
successful,"  he  says.  "I 
was  one  of  the  first  people 
to  realize  that."  Says  for- 
mer Trilogy  chief  designer 
Doug  McTavish:  "Carl 
was  advocating  some  com- 
promises [in  computer 
design]  to  expedite  the 
launch  schedule.  Gene 
resisted  that  kind  of  sugges- 
tion to  the  bitter  end." 
Gene  Amdahl  never  really 
forgave  his  son  for  bailing 
out.  "We  don't  spend  a 
lot  of  time  together," 
Carl  says. 

Carl  then  attended 
Stanford  Business  School 
on  a  fellowship  and  start- 
ed a  consulting  business.  By 


1987,  he  made  the 
rounds  of  the  venture  capi- 
tal firms,  with  plans  to 
build  a  server,  a  multipro- 
cessor computer  to  coor- 
dinate the  activities  of  a  net- 
work of  desktop  ma- 
chines. That  year  Carl 
hooked  up  with  Business- 
land  Vice  Chairman  Enzo 
Torresi,  who  first  invest- 
ed in  and  later  joined 
Netframe  as  its  chief 
executive. 

Torresi  and  Amdahl 
have  raised  $29  million  to 
date.  Last  year  Netframe 
posted  $12  million  in  sales; 
it  aims  to  double  that  fig- 
ure this  year  and  break 
even.  Netframe's  fastest 
server  uses  nine  Intel 
80486  processors,  put- 


ting it  in  competition  with 
servers  from  Compaq  and 
Digital  Equipment  Corp. 
The  Netframe  server's 
strength  is  input/output 
speed,  which  can  be  as 
high  as  100  megabytes  per 
second,  and  in  the  size  of 
the  network  it  can  handle: 
250  users,  drawing  on  89 
gigabytes  of  storage.  Price: 
$500,000.  There  are  also 
lower-priced  models  based 
on  the  Intel  80386. 

Carl  Amdahl  seems  to 
have  a  more  sober  view  of 
startups  than  his  lather. 
"Netframe  is  not  going  to 
be  a  meteoric  rising  com- 
pany," Carl  Amdahl  says. 
"We're  building  a  solid 
foundation.  Pve  given  up 
On  gushers."      -I. P.      H 


chased  when  landing  Rolls  as  a  main- 
frame customer  for  Amdahl  Corp., 
Amdahl  collided  with  a  motorcycle, 
killing  the  rider.  Amdahl  pleaded  nolo 
contendere  to  a  misdemeanor. 

Trilogy  Ltd.  was  almost  a  comedy 
of  errors.  Heavy  rains  turned  the  site 
for  Trilogy's  chip  fabrication  plant 
into  a  bog,  delaying  construction  for 
many  months.  Moisture  seeped  into 
the  plant's  air  conditioner,  causing  it 
to  stop,  destroying  the  clean  room 


atmosphere  and  with  it,  the  chips. 
Carlton  Amdahl,  who  had  joined  his 
father  at  the  company  in  1981,  fore 
saw  disaster  early  on,  and  split  for 
business  school  (sec  box). 

After  spending  one-third  of  the 
money,  Amdahl  pulled  the  plug  on  his 
supercomputer.  To  salvage  Trilogy, 
he  spent  much  of  what  remained  to 
acquire  Klxsi  Corp.,  a  maker  of  com- 
puters compatible  with  Digital  com 
puters,  mu\  make  a  go  of  that  business. 


The  new    company  floundered  and 
Amdahl  left  in  WS8. 

What  did  Gene  Amdahl  learn  from 
that  disaster?  "We  tried  to  <\o  ever) 
thing  at  once."  he  says  Hut  he  is 
unrepentant.  The  compam ,  he  in 
sists,  "was  based  on  a  set  ol  COOCCpO 
that  turned  out  to  be  correct  There 
was  nothing  that  we  tried  that  wasn't 

technically   feasible/1    That's  qua 
tionable.  No  one  else  of  consequence 

in  Silicon  Valley  picked  up  w  ater  scale 
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Life  is  full  of  compromises. 
But  why  start  before  breakfast 


The  Braun  shaver  is 
thoughtfully  designed  to  be 
uncompromising  in  every 
respect. 

You'll  notice  it  has  a  curved, 
thin  profile,  rather  than  a 
bulkier  one.  To  fit  the  face 
as  comfortably  as  the  hand. 


While  some  shavers  may 
offer  you  only  one  shaving 
position,  the  Braun  has 
three  positions.  So  you  can 
achieve  more  precise 
results— even  on  the  difficult 
areas  of  your  face. 

What  you'll  also  appreciate 


is  that  the  shaver's  foil  is 
coated  in  platinum.  To  help  it 
glide  smoothly,  evenly  — 
almost  effortlessly. 

To  experience  it,  is  to 
understand  why  Braun  is  the 
world's  number  one  selling 
foil  shaver. 


Designed  to  perform  better. 


./2X 


Aetna  has  a  team 
of  nurses  who  counsel 
expectant  mothers  in 
our  prenatal  program 


.*? 


to  help  them  have 
healthier  babies. 


Healthy  Beginnings  is  a  group  plan  that 
teams  our  nurses  with  expectant  mothers. 
They  work  together  during  pregnancy  to 
make  sure  the  mother  receives  proper  pre- 
natal care,  such  as  regular  doctor  visits 
and  advice  on  lifestyle  and  nutrition.  Help- 
ing a  baby  be  strong  and  healthy  can  save 
on  medical  costs.  It's  also  a  nicer  way  for  a 
child  to  come  into  the  world.  "Xo  learn  more 
about  Healthy  Beginnings,  please 
call  us  collect  at  (203)  636-7199. 
Aetna.  A  policy  to  do  more. 


/Etna 
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Andor  International 

integration  when  Trilogy  dropped  it. 

Amdahl  started  his  third  company 
only  months  after  leaving  Trilogy. 
The  venture  capitalists,  locked  out  of 
the  Trilogy  deal,  didn't  forget  the 
slight  when  Amdahl  came  looking  for 
funding.  So  this  time  Amdahl  had  to 
make  do  on  a  shoestring.  He  started 
Andor  with  $25  million  in  equity, 
including  some  Japanese  money  and 
what  little  remained  of  his  own  for- 
tune after  the  Trilogy  fiasco.  Andor's 
plan:  build  a  mainframe  computer 
targeted  at  the  low  end  of  IBM's  line. 

In  a  setback  reminiscent  of  the 
Trilogy  affair,  a  supplier  delivered  bad 
chips,  delaying  the  computer  by  al- 
most two  years.  Meanwhile,  IBM  stole 
Amdahl's  thunder  with  its  AS/400,  a 
bestselling  midsize  computer.  By 
1990  Amdahl  was  scrambling  to 
avoid  another  disaster. 

By  modifying  his  original  design, 
Amdahl  came  up  with  a  fallback  prod- 
uct, an  add-on  to  mainframes  that 
would  save  data  in  a  disaster  like  an 
earthquake.  It  lacks  the  flair  of  a  typi- 
cal Amdahl  product.  "This  is  not  the 
sleekest  design  that  Gene  has  ever 
done,  but  we  were  able  to  get  it  out 
quickly,"  says  Andor  engineering 
chief  Anthony  Pessa,  an  alumnus  of 
Amdahl  Corp. 

Andor  has  run  through  nearly  all  of 
the  $25  million  and  has  built  only  a 
few  machines.  There's  been  little  pub- 
licity for  the  product;  it's  unclear 
whether  Andor  will  even  have  the 
money  to  manufacture  it  in  any  signif- 
icant quantities.  Also,  Amdahl  will 
have  to  support  a  costly  direct  sales 
force  to  reach  promising  customers, 
namely,  the  data  processing  divisions 
of  large  corporations. 

If  hubris  was  the  fatal  flaw  at  Tril- 
ogy, here  it  may  be  Amdahl's  obses- 
sion with  recreating  the  successes 
from  the  beginning  of  his  career,  in 
the  mainframe  market.  Says  Amdahl: 
"If  you  want  to  mine  gold,  you  mine 
in  the  mother  lode."  But  the  main- 
frame mother  lode  is  dwindling  even 
for  ibm.  "He's  attacking  a  target 
that's  no  longer  a  valid  target,"  says 
consultant  Jcrfcry. 

With  a  much  diminished  personal 
fortune,  Amdahl  still  has  the  entre 
preneuriaJ  spirit.  "I  see  opportunity 
gleaming  in  front  of  me,"  he  says.  The 
spirit  may  be  willing  but  the  touch  is 
gone.  WM 


In  many  ways  the  current  Mexican  revolution 
is  a  lot  more  radical  than  the  one  that  soaked 
the  country  in  blood  three-quarters  of  a  century  ago 
and  saddled  it  with  rotten  economic  policies. 

Mexico's 
"piece"  dividend 


By  Jerry  Flint 

Last  year  Forbes  ran  an  article  pre- 
dicting that  Mexico  could  become 
the  world's  next  economic  miracle  if  it 
adopted  sound  economic  manage- 
ment (July  9,  1990).  A  lot  of  people 
scoffed.  They  aren't  scoffing  now. 

In    Washington     we're     arguing 
about  how  to  spend  the  peace  divi- 


dend, even  if  it  isn't  there.  There's  a 
strong  odor  of  pork  barrel  about  the 
proposals.  Down  Mexico  way  they  are 
having  their  own  "piece"  dividend, 
but  this  one  is  real:  S7  billion.  It 
comes  from  selling  off  in  pieces  all 
those  enterprises  that  past  govern- 
ments nationalized  (see  story,  p.  83). 


Looking  up  Avenue  Juarez  in  Mexico  City 

Their  "piece"  dividend  went  to  pay  off  debt,  not  pork. 
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What's  innovative,  time-tested, 
diverse,  intense,  global,  and 
develops  leaders? 
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Executive 
education  at  the 
Harvard 
Business  School 

Programs  for  a  select 
group  of  general  managers. 
Programs  that  promote  a 
broader  perspective, 
self-confidence,  strategic 
thinking,  people  skills, 
and  the  ability  to  execute. 
Programs  for  individual 
and  corporate  growth. 

Call  us  to  find  out  which 
program  is  right  for  you. 


The  Advanced  Management 
Program 

March  1  -  May  15, 1992  and 
Sept.  7 -Nov.  20,1992 

For.  senior  executives  with 
demonstrated  ability  in  the  top 
management  positions  of  major 
corporations. 

The  Program  for 
Management  Development 

Feb.  5 -April  27, 1992  and 

Sept.  2 -Nov.  23, 1992 

For  younger  executives  with 
strong  functional  expertise 
and  demonstrated  capacity  for 
increased  responsibility. 

The  International 

Senior  Management  Program 

May  18 -July  17,  1992 

For  senior  executives 
representing 
major  multinational 
corporations. 


The  Owner/President 
Management  Program 

May  3 -May  22, 1992 

For  CEOs  who  both  own  and 
run  their  companies. 

Specialized  courses  and 
seminars 

Designed  to  help  experienced 
executives  in  functional 
areas  develop  their  knowledge 
bases  and  skills. 

Affirmative  action/ 

equal  employment  institution 


— - 

Mexico 


Mexico's  economy 

As  Mexican  President  Salinas 
gets  his  macroeconomic  act 
together,  and  the  deficit,  inflation 
and  interest  rates  fall . . . 


•Estimates. 


Where's  the  money  going?  Before  the 
politicians  could  get  their  paws  on  it, 
the  Mexican  government  used  it  all  to 
pay  off  a  good  chunk  of  its  domestic 
debt — one-eighth. 

But  doesn't  Mexico  need  a  better 
infrastructure?  Yes.  For  example,  it 
needs  roads  badly.  But  the  govern- 
ment is  using  private  toll-road  conces- 
sions to  get  much  of  the  job  done. 
The  bid  winners  are  those  offering  the 
quickest  road  reversion  to  the  govern- 
ment. The  private  Mexico  City-Tolu- 
ca  toll  road  will  be  returned  to  the 
government  in  less  than  two  years. 
What  will  happen  then?  Lease  the 
road  again,  and  use  the  money  to 
build  more  roads.  By  the  end  of  Presi- 
dent Carlos  Salinas'  six-year  term, 
Mexico  expects  to  have  4,000  kilome- 
ters of  new  road  built  or  under  way. 

You've  heard  of  the  vicious  circle? 
This  is  the  virtuous  circle,  as  Jose 
Gurria,  a  key  finance  ministry  official, 
calls  it. 

This  is  the  Mexican  economic  mir- 
acle. And  in  a  country  whose  ruling 
party  once  took  its  inspiration  from 
the  Soviet  Union  and  whose  politi- 
cians and  intellectuals  once  treated 
socialism  as  a  holy  word.  Today  in 
Mexico  the  government's  share  of 
gross  domestic  product  has  been 
halved,  from  a  third  to  a  sixth.  Inter 
est,  which  accounted  for  50%  of  the 
budget,  is  now  under 25%  mk\  headed 
down.  The  lower  interest  rates  cut  the 
deficit,  which  means  the  private  sector 


. . .  investment  capital  pours  into  the 
country  and  stimulates  growth. 

■*.-  Foreign  investment  and  Real  GDP  qfe 

■  capital  repatriation  ($billions)        growth  rate 


Capital  repatriation 

Foreign 
investment 


86  87  88  89  90  91* 

Source:  Ministry  of  Finance  and  Public  Credit  of  Mexico 


Harvesting  maize,  still  by  hand 
Rural  Mexico,  30%  of  the  people, 
10%  of  GDP,  is  the  new  reform  target. 


can  crowd  into  the  credit   markets, 
pushing  resources  into  productive  in 
vestment  at  lower  costs  while  opening 
the  government  purse  to  tax  cuts  and 
real  public  investments. 

With  confidence  brimming,  Mexi 
cans  no  longer  automatically  stash 
their  money  awaj  in  U.S.  banks  ,\n<A 
real  estate.  Some  $9  billion  in  tliuht 


capital  has  returned  since  1989,  some 
$15  billion  in  foreign  investment 
since  1989.  And  the  pace  is  growing. 
"In  the  1970s  the  investment  in  Mex- 
ico was  in  debt,  now  it  is  in  equities," 
says  Manuel  Medina  Mora,  president 
for  corporate  strategy  and  develop 
ment  of  the  Banco  Nacional  de  Mexi- 
co, Mexico's  Fed.  "And  money  is 
repatriated.  How  much?  Really,  we 
don't  know.  It's  Bahamian  money 
from  a  guy  named  Lopez." 

Then  there's  the  proposed  Mexico- 
U.S. -Canada  free-trade  agreement. 
Without  waiting  for  it  to  be  signed, 
Mexico  has  lowered  tariffs  to  10%  to 
11%  on  average,  and  the  maximum 
tariffs  have  gone  from  1 00%  a  decade 
ago  to  20%.  Mexico  also  negotiated 
its  own  free-trade  pact  with  Chile, 
which  is  now  a  good  customer  for 
made-in-Mexico  automobiles.  Free- 
trade  talks  are  under  way  with  Colom- 
bia and  Venezuela. 

The  virtuous  circle  brought  infla- 
tion down  from  triple  digits,  to  an 
expected  16%  this  year  and  10%,  may- 
be 9%,  projected  next  year.  The  gov- 
ernment isn't  easing  up.  In  elpacto,  an 
annual  agreement  among  govern- 
ment, business  and  labor,  govern- 
ment subsidies  are  to  be  trimmed  in 
transportation  and  energy,  w  ith  gaso- 
line prices  rising  some  25%.  But  the 
government  will  compensate  the 
public  for  the  lost  subsidies  by  cutting 
the  value-added  tax  from  15%  to  10% 
and  slowing  the  devaluation  against 
the  dollar. 

Economic  regulations  and  controls 
will  be  loosened  again.  The  minimum 
wage  will  rise  12%,  meaning  that  real 
workers'  income  will  edge  up,  but  it's 
needed;  real  wages  have  been  falling 
for  seven  to  eight  years. 

The  Mexicans  have  learned  a  test 
that  Washington  has  not  vet  accepted: 
that  the  best  way  to  help  the  poor  m\\\ 
raise  the  national  standard  of  living 
not  through  redistributing  a  limited 
amount  of  wealth  but  b\  greatly  in- 
creasing   wealth.     "Productrvitj 
everything,"  a  ranking  government 
official  s.n  s 

That's  behind  President  Salinas' 
daring  attack  on  Mexico's  sacred  COW  , 
the  cjuio  communal  land  tenure  sys 

tem  (Forbes,  Apr.  ~°    it  has  kept 

Mexican   tanners   poor  mk\   capital 
sh\ ■.  tied  to  land  they  couldn't  sell  or 
borrow  against.  Under  this  system 
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THE  INVESTMENT.     THE  DIVIDEND. 


It's  smart.  It's  understated.  The  Fujitsu  Pocket 
Commander"  cellular  telephone  is  an  investment  in 
style,  with  classic  lines  and  tasteful  attention  to  detail. 
Yet  the  Pocket  Commander  is  light  and  compact 
enough  to  fit  in  your  pocket.  And  complementing  the 
phone's  innovative  design  is  the  sophisticated 
technology  you'd  expect  from  Fujitsu. 


This  is  one  venture  with  a  guaranteed  return.  A  free 
$75  Spiegel  gift  certificate  comes  with  the  purchase 
of  the  Pocket  Commander.  Plus  a  coupon  for  a 
special  promotional  accessory  package.  For  details 
on  the  investment  with  an  immediate  dividend,  call 
for  the  authorized  Fujitsu  dealer  nearest  you.  With 
the  Fujitsu  Pocket  Commander,  style  has  its  rewards. 
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8      0      0 


9      5 


9      9      2      6 


FUJITSU 

The  global  computer  &  communications  company. 

POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  Network  Transmission  Systems,  Inc.  Promotional  offer  expires  December  31,1 991 . 
Accessory  coupon  not  valid  outside  the  U.S.,  and  not  redeemable  by  dealers. 


The  Chrysler  Gold  Key  R  P 
advantages  of  ownership,  lqn 

Your  eyes  do  not  deceive  you.  For  the  low  monthly  payment  shown,  you  can  now  outi  all  the  luxury  o 


Chrysler  Fifth  Avenue*  Gold  Key  Plus  is  a  Chrysler  exclusive  that  gives  buyers  the  advantage  usually  ava 
only  with  leasing:  lower  payments  with  shorter  terms  than  conventional  financing.  And  vet  you  enjoy  all  t 

comfort,  luxury  and  safety  of  one  ot  t 

best-equipped  cars  in  its  da 

Fifth  Avenue  provides  genero 

room  tor  six.  air-conditioninc,  automa 
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Program.  Combining  the 
and  money  in  me  Dank. 

d  transmission,  automatic  load  leveling,  stereo  sound  system  and  8-way  power  seats.  There's  the  protection 
of  a  standard  driver's  air  bag  and  available  anti-lock  brakes.  As  well  as  the  Crystal  Key  Warranty,  a  5-year 


or  50,000-mile  bumper-to-bumper  protection  plan* *  All  the  rich 
abundance  of  a  Fifth  Avenue  for  a  surprisingly  low  monthly  payment. 


You  might  say  our  Gold  Key  Plus  program  offers  you  a  new  way 


The  New  Yorker  Fifth  Avenue 
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to  accumulate  wealth.  Don't  spend  it.  For  more  information,  please  call  1-800-4A-CHRYSLER. 

ADVANTAGE: CHRYSLERS 


OFFICIAL  SPONSOR 


USA 


♦5,000  allowable  miles  and  $275  disposition  fee  it  you  choose  Do  return  vehicle.  Comparable  Gold  Key  lease  payments  available  in  states  where  "Plus"  is  unavailable.  Prices  good  through  OLYMPIC  TEAM      Ov~»^V 

December  51 .  1991 .  See  participating  dealer  for  details.  ' "  Excludes  normal  maintenance,  adjustments  and  certain  wear  items.  See  limited  warranty  at  dealer.  Some  restrictions  apply.  36USC380  ^-"^ 


The         .cento,  bv  IWC. 


A  svmphonv  in  four 
movements,  featuring  the 
perpetual  calendar  with 
moon  phase  display. 


S17.500" 

The  latest  work  to  come  out  of  Schaffhausen 
is  one  of  startling  originality,  tempering  angu- 
larity of  form  with  the  gentle  appeal  of  gold. 
The  first  movement,  allegro  ma  non  troppo. 
unites  two  major  themes:  the  hour  and  min- 
ute hands  beating  the  passage  of  time  with 
inexorable  precision:  the  day  and  date  dis- 
plays recording  our  progress  with  reassuring 
regularity 

The  second  movement,  andante  un  poco 
maestoso,  also  combines  two  elements,  the 
month  and  the  moon  phase  displays,  uniting 
the  mundane  and  celestial  aspects  of  time. 
In  the  third  movement,  a  cadenza,  the  indivi- 
dual themes  of  the  year  display  occur  only 
once,  but  are  sustained  while  the  motifs  of 
the  first  two  movements  are  repeated  and 
reworked. 

Finally  the  fourth,  nobilamente.  s\nthe> 
the  individual  elements  of  the  work  - 
elegance,  economy  of  form  and  technical 
brilliance 

After  the  Novecento  by  IWC.  sj  mphonic 
form  will  never  be  the  same  again. 


IWC 
S&*~  /sos 
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For  further  information  and  a  complete  catalogue  on  all  IWC  timepu . 
please  call  1-800-432-9330 
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Mexico 

nearly  30%  of  Mexico's  population  is 
rural,  yet  it  accounts  for  less  than  10% 
of  the  national  product,  operating  on 
about  10  acres  for  each  ejidatario. 
This  explains  the  poverty  that  pushes 
rural  Mexicans  into  the  cities  or  to- 
ward the  Rio  Grande. 

But  the  ejido  system  was  part  of  the 
historical  baggage  of  precolonization 
Indians,  and  it  was  canonized  by  the 
1910  Mexican  Revolution.  Dealing 
with  this  anachronism  is  going  to  be 
even  tougher  than  eliminating  the  old 
industrial  socialism  was. 

Most  of  Salinas'  predecessors  dealt 


Some  S9  billion  in 
flight  capital  has  returned 
since  1989.  But  that's 
just  a  guess.  "Really,  we 
don't  know.  It's  Baha- 
mian money  from  a  guy 
named  Lopez." 

with  the  problem  through  empty 
rhetoric:  They  promised  more  land  to 
the  peasants,  but.  not  having  the  land, 
they  didn't  deliver  it.  Salinas  proposes 
to  give  the  ejido  peasants  real  property 
rights  so  they  can  rent  or  sell  land, 
even  to  foreigners.  He  wants  to  treat 
agriculture  as  a  business,  not  as  a 
sacred  cow. 

President  Salinas  has  the  votes  to 
pass  his  program,  but  that's  not  the 
issue:  It's  convincing  rural  people  that 
it  is  right — not  an  easy  job.  There's  a 
regional  impact,  Sonora  versus  Chia- 
pas. The  jobs  are  still  north  of  Mexico 
City;  south  of  Mexico  City  are  the 
problems.  But  the  president  hasn't 
lost  a  fight  yet. 

Mexico's  problems  aren't  solved. 
Schools  are  a  weak  spot;  President 
Salinas  has  put  them  next  on  his  agen- 
da. There's  pollution  and  health: 
Even  cholera  is  spreading  Water  is 
always  scarce  Taxes  get  to  a  55%  rate 
fast,  for  those  that  pav  them.  Most 
Mexicans  are  still  dirt -poor. 

But  what  counts  is  that  the  country 
is  now  on  the  move,  helping  itself 
instead  ot  blaming  its  problems 

r.quis  and  greed)  capitalists  What 
has  happened  in  Mexico  :s  havuy. 
big    influence    elsewhere    in    Latin 
America.  Now  if  only  those  ess 

folk  in  Washington,  U.S  A  would  p 
attention.  Bl 
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HOW  WE  LOOKED 
15  MONTHS  AGO. 


Something  big  is  happening  at  County 
NatWest. 

Growth. 

■  In  fact,  we're  among  America's 
fastest  growing  institutional  brokers, 
based  on  NYSE  trading  volume. 

■  Our  market  share  on  the 
London  Stock  Exchange  has  doubled 
in  the  past  year  and  a  half. 

■  And  we've  raised  over  $1  billion 
through  new  equity  issues  in  1991. 

The  explanation  for  our  success? 


The  success  we're  bringing  our  clients 
with  advantages  like: 

■  A  network  of  award-winning 
analysts. 

■  Globally  coordinated  research 
on  1400  companies.  Ranked  second 
on  U.K.  coverage  and  fifth  for  overall 
European  coverage  by  Extel. 

■  A  sales  and  trading  force  with 
the  clout  to  put  even  the  biggest 
investment  ideas  into  action.  Fast. 

So  for  gainful  investment 


opportunities  in  the  U.S.  or  outside  of 
it,  call  the  people  who  can  help. 

County  NatWest  Securities. 

A  name  in  the  global  equity 
business  thaf  s  getting  bigger  everyday. 


COUNTY  NATWEST 
SECURITIES 

A  GROWING  NAME  IN  THE  BUSINESS 


An  Affiliate  Of  The  National  Westminster  Bank  Pic,  A  Worldwide  Financial  Organization  With  Over  $204  Billion  In  Assets. 


"It's  how  I  keep  all  my  investments  running  smoothly." 


"I've  never  been  so  in  touch  with 
the  market. 

With  PRODIGY®  connected  to  my  home 
computer,  I  can  get  hourly  market 
updates,  everything  from  Dow  Jones 
averages  and  most  active  issues  to  for- 
eign stock  indices.  If  I  want  NYSE,  Amex, 
and  Nasdaq®  composites,  I've  got  'em. 
There's  non-equity  info,  too,  like  gold 
prices,  dollar  trading,  and  money  rates. 

"When  I  want  the  broader  picture,  PRODIGY 
supplies  the  leading  economic  indicators 
such  as  housing  starts,  consumer  prices, 
and  the  trade  deficit.  I  keep  my  eye  on 
changing  stock  prices  throughout  the 
day.  If  I  see  an  opportunity,  bam,  I  can 
buy  or  sell  in  minutes  with  the  online 
discount  broker.  Getting  PRODIGY  was 
one  of  my  smartest  investments. 

"And  investments  are  only  part 
of  the  story. 

There's  a  whole  slew  of  terrific  things 
I  do  on  PRODIGY.  I  can  get  sports  scores 
even  while  games  are  being  played,  as 
well  as  stories  and  stats  on  my  favorite 
teams.  If  there's  no  time  to  go  shop- 
ping, no  problem.  PRODIGY  has 
shopping  suggestions  and  product 
reviews.  And  I  can  order  items  like  elec- 
tronics, gifts,  and  clothing  almost  any 
time  from  dozens  of  online  retailers. 

"You  gotta  get  this  thing." 

The  PRODIGY  service,  connected  to  your 
computer  and  phone  line,  has  hundreds 
of  features  and  services.  And  it's  just 
$12.95  a  month, 
including  30  person- 
al messages.  What- 
ever interests  you, 
PRODIGY  makes  it 
more  interesting. 

PRODIGY  is  available  for  IBM*or  compatible,  and 
Macintosh*1  computers.  Call  l-800-776-.%9:i,cxi.  221. 
to  find  out  where  you  can  purchase  a  l'KonicY 
Service  Start-up  Kit  now.  Or  look  for  I'KODUJY 
already  included  with  many  popular  computers 


Why  is  Fred  Alger  so  hot  on  growth  stocks  when  the 
market  is  at  near-record  levels  and  the  economy  is  weak? 
Because  he  remembers  how  the  market  defied  the 
gloomsters  40  years  ago. 

You  ain't  seen 
nothing  yet 


By  Gretchen  Morgenson 


The  bull  market  that  got  under  way 
in  1954  was  a  source  of  great  baffle- 
ment to  economists.  Corporate  earn- 
ings were  flat,  auto  sales  were  in  the 
doldrums  and  capital  spending  had 
peaked.  The  post- World  War  II  boom 
based  on  pent-up  demand  also  had 
apparendy  peaked.  Stagnation 
loomed.  So  why  was  the  stock  market 
going  up? 

So  many  reasons  for  gloom.  With 
the  launching  of  Sputnik  in  1957  the 
socialist  bloc  seemed  to  be  catching 
up  with  the  U.S.,  and  then,  in  1959, 
the  U.S.  became  a  net  importer  of 
steel  for  the  first  time. 

But  the  stock  market  had  a  mind  of 
its  own.  From  400  at  the  beginning  of 
1955,    the    Dow    Jones    industrials 


Money  manager  Fred  Alger 

"We've  successfully  colonized  the  world." 
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Fred  Alger's  hit  parade 


Company/business 


Alza/time  release  drug  delivery 

Exabyte/tape  backups  for  computers 

Food  Lion/nonunion  grocer  in  southeastern  U.S. 

Home  Depot/discount  building  supplies  for  do-it-yourselfers 

Microsoft/PC  operating  systems  and  applications* 

US  Surgical/surgical  staples  and  laparoscopic  products 

Xilinx/software  for  semiconductor  design* 

•Figures  are  for  1992  and  1993  fiscal  years. 
Source:  Fred  Alger  Management 


Recent 

-Earnings  per  share- 

P/E 

price 

last  12 

1991 

1992 

months 

estimate 

estimate 

79% 

$0.89 

$1.00 

$2.00 

89.3 

25% 

1.37 

1.45 

2.05 

18.6 

197/8 

0.62 

0.64 

0.76 

32.1 

57% 

1.04 

1.15 

1.50 

55.5 

95 

2.75 

3.46 

4.30 

34.5 

97 

1.36 

1.50 

2.25 

71.3 

24% 

0.89 

1.00 

1.35 

27.5 

These  growth 
stocks  have 
very  high 
price/earnings 
multiples,  which 
may  yet  be  vindi- 
cated if  earnings 
growth  keeps  up 
for  several  more 
years. 


were  over  700  by  the  beginning  of 
1962.  Despite  the  sluggish  economy, 
the  average  price/earnings  multiple 
for  profitable  companies  in  the  S&P 
425  industrials  doubled,  from  12  to 
24.  Through  this  period  of  paradoxi- 
cal bullishness,  growth  stocks  did  the 
best  of  all.  In  1955  this  group  traded 
at  roughly  twice  the  market  multiple; 
by  early  1962,  just  before  the  sharp 
correction  that  set  in  that  year,  the 
average  multiple  for  high-growth 
companies  was  almost  three  times  the 
market's  multiple. 

Is  history  repeating  in  1991  ?  Veter- 
an money  manager  Fred  Alger,  56, 
famous  for  his  hot  trading  hand  in  the 
go-go  1960s,  thinks  so.  Ignoring  the 
portents  of  gloom  and  the  sluggish 
economy,  he  thinks  that  growth 
stocks  are  on  the  verge  of  going 
through  the  roof,  as  they  did  three 
decades  ago. 

With  price/earnings  ratios  at  his- 
toric highs  today  and  the  economy's 
vital  signs  weak,  where  does  Alger  get 
his  optimism?  Simply  stated,  Alger 
thinks  growth  stocks  are  still  cheap. 

How  does  Alger  define  "growth 
stocks"?  They  must  have  two  things 
going  for  them:  They  must  be  able  to 
show  high  rates  of  unit  volume 
growth,  and  their  markets  must  be 
expanding  rapidly.  Some  of  Alger's 
picks,  for  example,  are  growing  at  50% 
a  year.  Some  of  them  trade  ai  I  s 
double  the  market's;  others  trade  at 
little  premium.  A  listing  of  his  favor- 
ites can  be  found  above. 

In  the  period  from  1950  to  late 
1960,  stocks,  especially  growth 
stocks,  surprised  the  skeptics,  because 
instead  of  stagnating,  the  U.S.  and 
world     economies     boomed.     Why 


should  they  do  so  this  time?  Alger 
believes  a  big  move  in  growth  stocks 
will  be  the  result  of  capitalism's  obvi- 
ous triumph  over  socialism  and  stat- 
ism,  and  the  spread  of  free  markets 
around  the  world.  He  says:  "In  a 
dollar- based  world  economy,  the 
U.S.  is  more  supremely  powerful  than 
ever  in  its  history.  From  an  economic 
standpoint  we've  successfully  colo- 
nized the  world." 

To  be  sure,  lesser- developed  coun- 
tries have  taken  on  much  of  the  com- 
modity manufacturing  that  Ameri- 
cans used  to  do,  but  Alger  believes  a 
bigger  issue  is  the  significantly  more 
profitable  technologies  in  which  we 
still  predominate.  "Seventy-five  per- 
cent of  all  computer  software  sold 
around  the  world  is  designed  in  the 
U.S.,"  he  notes.  "All  the  micro- 
processors are  designed  here  and  75% 
of  the  major  drugs  sold  worldwide 
were  developed  in  the  U.S."  As  inves- 
tors become  increasingly  aware  that 
America  is  the  dominant,  dynamic 
country  in  the  world,  multiples  of 
strongest  U.S.  growth  companies  will 
expand. 

That's  tomorrow.  As  for  today,  Al- 
ger believes  we  are  at  last  creeping  out 
of  the  recession.  Employment  figures 
appear  to  be  turning  up,  consumer 
installment  debt  has  trended  down 
ward,  while  inflation  is  in  check  at 
around  4%  and  will  likely  Stay  there. 
Yes,  the  recovery  will  be  lackluster, 
Alger  thinks,  and  won't  boost  returns 
in  every  industrv.  Lumbering  corpo 
rate    giants    like    Sears,    Kodak    and 
IBM     growth  stocks  once  but  growth 
stocks  no  longer  -may  barely  partki 
pate  in  the  recovery,  he  says.  "Mature 
Companies  will  have  a  hard  time  in 


creasing  their  earnings.  In  the  1980s  a 
lot  of  nonrecurring  factors  helped 
them  boost  performance:  They  had 
tax  cuts  going  for  them;  unemploy- 
ment dropped,  which  increased  de- 
mand for  their  goods;  we  had  a  weak 
dollar;  many  of  these  companies 
cashed  in  their  overfunded  pension 
plans."  Now  these  companies  will 
have  to  compete  strictly  on  the  merits 
of  their  products. 

But  even  a  weak-kneed  recovery 
will,  according  to  Alger,  be  kind  in- 
deed to  the  sort  of  stock  he  favors.  He 
thinks  some  of  them  could  do  in  the 
1990s  what  IBM  did  from  1955 
through  1962.  In  those  years,  IBM's 
earnings  grew  20%  annually.  During 
that  time,  IBM's  price/earnings  ratio 
went  from  26  times  earnings  to  o2 
times,  or  roughly  2  times  the  market 
multiple  to  2.4  times. 

Alger  isn't  buying  IBM  these  days. 
But  he  is  buying  companies  that  he 
believes  look  very  much  like  IBM  did 
35  years  ago  (ste  table). 

Does  Alger's  case  tor  growth  stocks 
sound  like  the  Nifty  Fifty  revisited- 
These  were  the  stocks  like  Avon  Trod 
ucts  and  Polaroid,  whose  prices  and 
P/E  ratios  went  from  levels  that  were 
merely  highly  optimistic  to  levels  that 
were  rooted  in  fantasy     50,  oO,  70 
times  earnings.  And  then  the\   col 
lapsed  in   1974.  Such  bears  as  \\\nd 
manager  Henry  Van  der  Eb  think  we 
are  in  a  similar  market  toda 
p.  .v>f>>.  Alger  disagrees.  "Those  W  I 
slow  growth  numbers,  not  fast  grow 
mg  stocks  like  the  ones  I'm  talking 
about,"  he  explains   "My  companies 
are  much  smaller,  but  the\  still  dorm 
Date  their  markets  with  proprietary 
technologies  " 
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During  the  holidays, 
some  people  enjoy  it  over  ice. 
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To  start,  pack  several  tons  of  seafood  lightly  in  ice. 
Place  carefully  in  the  planes  of  Emery  Worldwide. 
Garnish  with  strict  quality-control  and  split-second 
timing.  Now  express  immediately  by  air  to  hundreds  of 
wholesalers  and  restaurants.  That's  not  only  a  recipe  for  fresh 
fish.  It's  a  complete  recipe  for  success. 

At  Emery  Worldwide,  providing  unique  solutions  to  unique  shipping  needs 
is  what  we  do  best.  We  offer  Customer-ization:  the  flexibility'  to  adapt  to  each 
customer's  product  and  freight  pattern,  whether  you  ship  fresh  turbot  or  hea\y 
turbines,  across  the  country  or  around  the  world.  That  makes  us  an  important 
ingredient  in  your  competitive  strategy. 

And  as  a  Consolidated  Freightways  Company,  we  can  help  \-ou  operate 
more  efficiently  with  the  most  complete  range  of  services  in  the  industry. 
Backed  by  unparalleled  shipping  management  systems,  and  a  responsive 
team  of  professionals  dedicated  not  only  to  your  satisfaction,  but  to  that  of  your 
customers  as  well. 

So  if  you'd  like  to  taste  success  when  you  face  a  freight  transportation  challenge, 
call  Emery  Worldwide.  1-800  HI  EMERY.  We  11  create  a  special  recipe  just  tor  you 
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imery  Worldwide,  a  CF  Company.  Our  domestic  and  international  airfreight  company. 


COnSOLIDOTED  FREIGHTUJflVS,  inc. 

WE  PUT  YOU  MILES  AHEAD 


nnouncing  a  new  business  ap- 
proach to  Southern  Africa  — the  SAA 
"Stratosleeper".  Each  seat  is  custom- 
tailored  to  meet  your  needs,  not  the 
airline's.  You  get  more  room  to 
stretch  out,  lie  back  and  relax. 

Best  of  all,  you  can  now  fly  direct 
from  New  York  again  —  so  you'll  arrive 
even  more  refreshed.  Having  enjoyed 
the  luxury  service  and  gourmet  cuisine 
that  rate  us  top  with  executives. 
So  get  comfortable  and  let 
us  help  you  get  down  to  busi- 
ness with  a  copy  of  the  240- 
page  Doing  Business  with 
Southern  Africa. 

For  your  free  copy  just 
call  1-800-722-9675.  In 
New  York  (  2 1  2 )  826-0095 
or  see  your  travel  agent. 


SOUTH  AFRICAN  AIRWAYS 


Fred  Alger 

So  far,  Fred  Alger's  growth-stock 
strategy  is  paying  off.  The  S60  million 
Alger  Small  Capitalization  Fund  he 
runs  with  help  from  his  47-year-old 
brother,  David,  is  up  almost  40%  this 
year;  the  Alger  Growth  Fund,  with 
S10  million  in  assets,  is  up  32%. 

Paltry  yields  on  money  market 
holdings  are  likely  to  push  investors 
into  stocks,  propelling  the  market 
higher,  says  Alger.  But  he  warns  that 
nervous  folks  will  get  hurt:  "As  multi- 
ples move  higher,  we'll  likely  see  more 
sharp  profit-taking  declines.  When 
the  fear  glands  start  pumping,  higher- 
P/E  stocks  will  get  hit/'  Witness  the 
120-point  spasm  on  Nov.  15.  Such 
volatile  markets  are  rough  on  people 
with  weak  nerves,  tending  to  shake 
them  out  on  corrections. 


"75%  of  all  computer 
software  sold  around 
the  world  is  designed  in 
the  U.S.  All  the  micro- 
processors are  designed 
here  and  75%  of  the 
major  drugs  sold 
worldwide  were  devel- 
oped in  the  U.S." 

Such  a  nerve -w  racking  decline  took 
place  in  1962,  when  the  s&r  425 
industrial  index  lost  roughly  one- 
quarter  of  its  value  in  a  few  months.  It 
came  back  and  topped  its  1962  highs 
the  following  year,  but  not  before 
driving  ulcerous  types  to  the  sidelii 
But  then  again,  growth  stocks  have 
always  been  more  volatile  than  the 
market.  That's  the  price  you  pay  for 
aiming  at  higher  returns. 

You  could  accept  the  Alger  logk 
without  being  wildly  bullish.  At 
times  earnings/  the  market  is  tar  m 
expensive  than  it  was  in  1955  and  will 
have  a  harder  time  delivering  a  double 
to  today's  buyer.  But  the  relative  per- 
formance of  grow  tli  stocks  mav  still  be 
good.  If  the  market  multiple  stavs  tlat 
tor  five  yean  and  earnings  inch  ahead 
a  little,  growth  stocks  could  still  turn 
in  I  good  performance  as  they  delner 
earnings  gams  far  ahead  ofthOM 
duced  by  the  rank  M\d  file.  H 

*Barra.  which  calculates  market  multiples  for 
the  Wall  Street  Review  (see  p.  333).  sur 
market  capitalizations  and  divides  that  by  the 
sum  of  all  earnings,  positive  or  negative 
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IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 
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Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 


Today,  BP  is  helping  to  do  just  that  —  using  its  own  proprietary 


process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 


chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 


purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 


to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 


important  savings  aren't  measured  in  dollars.  For  more  infor- 


mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 
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detail   is  possible  with 


the  world's  smallest 


Hi<S   c. 


The  Sony 


Handycam' 


)-TR8l. 


The  amazing  ttmm  c  £3 


ciin   produce 


Ha  ndyc  a  m 


as  most    popular  ca 


The  full. range  inner-focus  system  can  take 


you   from   far  away  to 


with   speed   and   a 


There's  AFM    Hi-Fi 


And  two  full 


time.  So  if  you're 


into  details,  you'll    fall    in    love  with   Sony   Handycam 


SONY 


Hi-Fi  Ster<- 
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ON  THE  DOCKET 


Banks  are  the  latest  target  in  the  hunt  for  deep  pockets  at  failed 
companies:  They  can  be  sued  for  helping  management  do  the  deal. 


"Aiding  and 
abetting" 


By  Brigid  McMenamin 

As  if  bankers  don't  have  enough 
troubles  these  days,  they're  about  to 
get  another  heaping  dose:  an  omi- 
nous-sounding liability  theory  called 
"aiding  and  abetting  breach  of  fidu- 
ciary duty."  It  means:  If  these  bankers 
hadn't  lent  the  buzzards  the  money, 
the  buzzards  wouldn't  have  been  able 
to  do  the  deal  that  subsequendy  went 
bad.  And  in  some  cases,  the  plantiffs 
have  a  point:  In  their  haste  to  bring  in 
fees  and  book  high-yielding  loans, 
banks  sometimes  did  throw  prudence 
to  the  winds. 

Here's  how  the  legal  principle 
works.  A  company's  directors  ap- 
prove a  plan  for  a  recapitalization  or 
for  a  leveraged  buyout.  Lenders  pro- 
vide financing,  and  management  con- 
summates the  deal.  Then  the  compa- 
ny goes  bankrupt.  Creditors  sue  the 
board  members,  charging  they 
breached  their  fiduciary  duties  by  ap- 
proving the  plan. 

But  now  the  creditors'  search  for 
money  goes  one  step  further.  They 
sue  the  lenders  for  helping  manage- 
ment do  the  deal.  In  other  words,  the 
lenders  assisted  the  board  in  breach- 
ing their  fiduciary  duties. 

Outrageous  as  this  latest  chapter  in 
the  deep  pockets  saga  sounds,  two 
U.S.  courts  have  allowed  such  claims 
to  uo  forward.  The  stakes  arc  huge. 

Take  the  case  of  New  York  home 
sewing  giant  m  Pattern.  In  1987 
lie  Director  Reginald  Lewis  teamed 
up  with  Britain's  John  Crowther 
Group  to  borrow  $35  million  from 
Shearson  Lehman  Brothers  Holdings 
and  Bankers  Trust,  using  the  cash  to 
buy  out  Ti  c  shareholders.  Travelers 
Insurance  Co.  then  made  a  longer 
term  loan  to  pay  off  the  banks 

Alas,  the  deal  landed  in  Chapter  1 1, 
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and  creditors  cried  foul.  They  sued 
tlc's  directors,  claiming  the  buyout 
was  a  fraudulent  conveyance  because 
it  enriched  TLC  shareholders  while 
leaving  the  new  company  hopelessly 
in  debt.  Then  the  creditors  went  after 
the  banks  for  helping  the  directors 
violate  their  fiduciary  duties. 


m 
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In  New  York,  Judge  Morris  Lasker, 
of  the  U.S.  District  Court  for  the 
Southern  District,  ruled  that  if  the 
lenders  knowingly  gave  the  directors 
"'substantial  assistance  or  encourag 
ment"  in  breaching  their  fiduciary- 
duties,  they  may  be  liable.  The  case  is 
still  pending. 

Citicorp,  tcx>,  is  caught  in  the  web. 
Three  vcars  ago  Citicorp  helped  fi- 
nance a  S34  million  management 
buyout  of  Illinois  based  Aluminum 
Mills  Corp.  Last  year  the  company 
tiled  for  liquidation;  creditors  sued 
Citicorp,  noting  that  three  days  be 
fore  filing  for  bankruptcy  Aluminum 
Mills  gave  Citkorp  a  general  release 
from  all  liability.  Citicorp,  the  credi 
tors  argue,  had  paid  SI 00.000  to  a 
consulting  firm  controlled  bv  the  ver\ 


director  who  had  signed  the  release. 

Citicorp  countered  that  Aluminum 
Mills  gave  the  release  in  exchange  for 
a  promise  of  S 5 00, 000  in  new  financ- 
ing and  moved  to  dismiss  the  com- 
plaint. But  the  bankruptcy  judge  re- 
fused, saying  that  if  indeed  Citicorp 
induced  Aluminum  Mills  manage- 
ment to  breach  fiduciary  duties  by 
releasing  the  bank,  then  Citicorp  « 
equally  responsible. 

But  the  biggest  case  in  this  arena 
may  be  Interco,  now  in  Chapter  1 1  in 
St.  Louis.  Interco's  S2.8  billion  re- 
capitalization in  1988  was  financed  by 
a  bank  syndicate  that  included  Mor- 
gan Guaranty,  Manufacturers  Hano- 
ver, Chemical  Bank  and  First  Nation- 
al Bank  of  Chicago. 

Mark  Brodsky  of  New   York  law 
firm    Kramer,   Levin   is  counsel 
some  of  Interco's  bondholders.  He 
informed  court-appointed  bankrupt 
cy  examiner  Sandra  Maverson  about 
the  emerging  theory  oi  aiding  and 
abetting    breach    ot   fiduciary   dun-. 
"Tenders  should  not  make  their  1; 
lihoods  by  handing  management  en 
trenchment  efforts,"  Brodsk 

When  Maverson  issued  her  556 
page  report  in  October,  she  tlath 
concluded  that  some  Interco  dn. 
tors  and  officers  had  breached  their 
fiduciary  duties.  She  also  noted  that 
the  banks  may  be  "vulnerable  to  an 
action  for  aiding  and  abetting  a 
breach  of  fiduciary  dut  . 

lust  another  case  o(  going  after 
people  simply  b  they  have  di 

pockets?  In  some  >.  en 

the  abandon  with  which  bankers  fi 
nanced  highly  leveraged  i 
tew  years  back,  the  banks  cannot  en 
tireh  disclaim  responsibility  for  b 
the  takeovers  final!)  came  out        SB 
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NUMBERS  GAME 


Both  political  parties  seem  to  be  paralyzed 
by  the  budget  deficit.  But  are  the  pols  looking 
at  a  vastly  inflated  number? 

Lies,  damned 
lies,  and  the 
budget  deficit 


By  Roula  Khalaf 

Next  time  you  hear  a  politician  or 
newspaper  reporter  glibly  throw 
around  warnings  of  our  looming 
$360  billion  federal  deficit,  think  of 
Bear,  Stearns'  respected  economist, 
Lawrence  Kudlow.  "Why  hyperventi- 
late about  the  deficit?"  asks  Kudlow. 
"The  reality  is  that  the  deficit  isn't 
nearly  as  bad  as  people  think."  When 
it  is  calculated  on  a  real  economic 
basis,  Kudlow  thinks  the  deficit  is 
probably  around  $45  billion. 

Forty -five  billion?  That's  a  long 
way  from  the  $269  billion  that's  com- 
monly thought  to  be  this  year's  defi- 
cit. Whether  the  deficit  is  $269  billion 
or  $45  billion  is  something  voters  and 
political  candidates  might  well  want 
to  know  before  ruling  tax  cuts  out  of 
the  question. 

What's  at  issue  here  is  how  Wash- 
ington cooks  its  books.  Government 
accounting  ledgers  show  the  deficit 
for  this  past  fiscal  year,  ended  Sept. 
30,  as  a  record  $269  billion.  For  fiscal 
1992,  the  figure  is  projected  to  top 
$360  billion.  But  the  government's 
accounting  system  measures  only  cash 
transactions — the  money  that  flows  in 
and  out  of  government  coffers  in  a 
given  year.  It  makes  no  attempt  to 
relate  those  cash  flows  to  the  years  in 
which  the  economic  activity  that  gen- 
erated them  occurred. 

Think  of  a  simplified  analogy  to 
illustrate  these  timing  differences. 
Suppose,  for  example,  a  bank  teller 
were  taking  money  from  the  till  and 
losing  it  on  the  horses.  The  bank's 
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owner,  looking  to  sell  out,  covers  up 
the  fraud  by  replacing  the  stolen 
funds.  Two  years  later  the  owner  sells 
his  stake  and  retrieves  the  funds  he  put 
in.  That's  when  the  bank  discovers  the 
fraud.  When  did  the  bank  lose  the 
money?  Under  cash  accounting,  the 
loss  occurred  when  the  bank  discov- 
ered it.  But  in  reality  the  bank's  eco- 
nomic loss  occurred  every  time  the 
errant  teller  placed  a  losing  bet. 

Although  it  cannot  uncover  fraud, 
the  accrual  accounting  method  the 
Securities  &  Exchange  Commission 
requires  all  publicly  owned  corpora- 
tions to  use  in  preparing  their  finan- 
cials  tries  to  capture  the  true  timing  of 
economic  gains  and  losses.  The  accru- 
al method  matches  revenues  and  asso- 
ciated expenses  in  each  period. 

What  difference  does  it  make 
whether  the  government  uses  cash 
accounting  or  accrual  accounting?  A 


huge  difference. 

Consider  the  S&L  bailout.  Simply 
put,  the  bailout  involves  an  initial 
transfer  of  savings  and  loan  assets 
from  the  private  sector  to  the  govern- 
ment— a  cash  outflow.  In  later  years, 
the  assets  will  be  sold,  creating  anoth- 
er transfer  payment,  a  cash  inflow. 

At  this  point,  the  Resolution  Trust 
Corp.  is  seizing  more  assets  than  it's 
selling,  causing  the  reported  budget 
deficit  to  balloon.  According  to  the 
Congressional  Budget  Office,  net 
"spending"  for  deposit  insurance  (for 
s&l  and  bank  bailouts)  will  reach 
$115  billion  next  year,  nearly  one- 
third  of  the  total  deficit.  But  starting 
in  1995,  more  assets  will  be  sold  than 
seized  and  the  bailout  will  actually 
start  lowering  the  deficit.  These  huge 
inflows  and  outflows  are  what  one 
gets  with  cash-basis  accounting. 

Does  that  $115  billion  spending 
for  deposit  insurance  have  much  to  do 
with  what's  currently  going  on  in  the 
goods -and -services  economy?  Most 
economists  don't  think  so.  They 
think  the  thrifts  lost  their  money  back 
in  the  1980s;  as  with  the  bank  teller, 
the  money's  long  gone.  But  cash  ac- 
counting doesn't  recognize  the  fact, 
and  treats  the  losses  as  if  they  were 
happening  today.  "The  cash  cost  to 
the  government  is  when  it  has  to  take 
the  institutions  over,  but  the  econom- 
ic cost  happened  back  [in  the 
1980s],"  notes  a  Congressional  Bud- 
get Office  analyst. 

The  problem  with  the  S&L  rescue  is 
that  the  government  did  not  ade- 
quately reserve  for  the  threat  of  the 
bailout.  The  government  kept  the 
S&ls  afloat  without  increasing  re- 
serves, postponing  the  day  of  reckon- 
ing. Had  the  government  provided 
enough  of  a  cushion  against  which  the 
failing  thrifts'  assets  would  have  been 
written  down  as  the  assets  turned 
sour,  there  would  have  been  no  $1 15 
billion  item  in  the  fiscal  1992  budget. 

Think  of  it  this  way:  True  accrual 
accounting  would  have  measured  the 
costs  and  revenues  of  economic  activi- 
ty as  they  took  place.  Without  such 
accounting,  expenses  in  this  case  were 
wildly  understated  in  early  years,  and 
wildly  overstated  in  later  years.  This 
back-ending  of  expenses  may  serve 
politicians  well,  but  it  doesn't  provide 
much  help  to  people  trying  to  create 
reasonable  economic  policies. 
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There's  a  passion  that  drives  tr  :o 

more  quality  ini  ti 


Six  years  ago,  the  people  of  General 
Motors  embarked  on  a  mission  to  build 
quality  cars  and  trucks  that  rival  the  best 
in  the  world. 

And  we're  doing  it  with  a  passion. 

Engine  Endurance 

That's  how  Chevrolet  broke  a  14-year- 
old  Mercedes  endurance  record  by  pushing  a 
stock  GM  engine  for  28  straight  hours  and 
averaging  over  173  miles  an  hour. 

It's  why  a  118-degree  day  in  a 
Mesa,  Arizona  desert 
became  a  welcomed 
opportunity  to  prove 
the  reliability  of  GM's 
3800  engine  in 
Oldsmobile,  to  make 
it  one  of  the  most 
trouble-free  V-6s 
in  America. 

It's  why  we  punish  engines  in  Cadillacs 
with  choking  clouds  of  sand  and  snow  to 
deliver  a  V-8  so  tough  that  after  five  years  no 
luxury  car  made  in  America  is  more  reliable. 

Reliable  Braking 


It's  why  we  superheat  Ponnacs  brakes  to  the  vcrj 
edge  ol  endurance  on  a  24-mile  descent  from  Pikes 
Peak— anothei  reason  the  brakes  on  L991  GM  cars  are 
rated  the  highest  in  satisfaction  ol  .ill  domestics 


Smoother  Transmissions 


It's  win  we  crammed  over  m\  million  miles 
.  ombined  engineering  experience  into  the  electronic 
transmissions  in  Buicks  with  J800  \  -6s,  to  be  sine  the 
deliver  quick,  smooth,  trouble-free  performarH 


CHEVROLET 


P  O  N  T  1  A  i 
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tople  of  GM  to  build  more  and 
rery  car  and  truck. 


And  it's  why  we  plow  GM  four-wheel -drive  systems 
trough  tons  of  mud  to  stress  them  to  the  limit.  It's  one 
>ason  why  GMC  Trucks  and  Chevy  Trucks  have  delivered 
igher  resale  value  than  any  truck  over  the  past  12  years. 


95%  Would  Recommend 

These  are  just  a  few  of  the  ordeals  the 
people  of  GM  endure  in  our  passion  to  deliver 
on  our  commitment  to  quality. 

In  the  past 
six  years,  the 
people  of  GM  have 
redesigned  and 
engineered  99  new 
car  and  truck  models 
to  improve  quality. 

So  we're 
pleased  to  report 
that  after  driving  thousands  of  miles, 
95  percent  of  our  new  owners  would 
recommend  a  new 
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GM'S  PARTNERS  IN  QUALITY 


Chevrolet,  Pontiac, 
Oldsmobile,  Buick, 
Cadillac  or  GMC  Truck  to  a  friend. 
See  for  yourself  at  a  GM  dealer. 

1991  General  Motors  Corporation. 


MARK  OF  EXCELLENCE 


PUTTING  QUALITY  ON  THE  ROAD 


BUICK 


CADILLAC 


GMC 


TRUCK 
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For  a  rough  measure  of  the  deficit 
on  which  economic  policy  should  be 
based — the  "underlying  deficit,"  as 
economists  call  the  deficit  associated 
with  the  real,  ongoing  economy — 
many  turn  to  the  national  income  and 
product  accounts  put  out  by  the 
Commerce  Department.  According 
to  these  accounts,  the  deficit  last  year 
was  only  $166  billion,  compared  with 
the  official  figure  of  $220  billion  put 
out  by  the  government.  How  so?  The 
Commerce  Department's  accounts 
exclude  deposit  insurance  spending. 

Doesn't  the  difference  between 
what  the  thrifts  lost  and  what  the  RTC 
will  collect  have  to  be  funded — just  as 
the  bank  must  ultimately  replace  what 
the  teller  stole?  Yes,  but  again  that's 
just  a  transfer  payment  that  can  be 
raised  in  the  capital  markets.  It  is  not 
something  with  which  to  saddle  the 
productive  economy. 

Bear,  Stearns'  Kudlow  goes  a  step 
further  in  his  calculation  of  the  coun- 
try's underlying  deficit.  He  notes  that 
annual  interest  payments  that  are  due 
on  U.S.  Treasury  debt  held  by  the 
public  now  total  some  $200  billion, 
accounting  for  about  75%  of  the  offi- 
cial deficit. 

But  Kudlow  argues  that  interest 
payments  on  the  debt  should  be 
looked  at  separately  from  other  bud- 
get outlays.  They  represent  past  bud- 
getary decisions — payments  for  past 
spending — not  purchases  of  goods  or 
services  today.  Thus,  says  Kudlow, 
they  properly  relate  to  years  past  and 
have  little  impact  on  current  econom- 
ic activity. 

So  Kudlow  subtracts  from  the 
$269  billion  deficit  figure  about  $200 
billion  of  interest  payments  and  an- 
other $67  billion  of  deposit  insur- 
ance, and  by  accounting  for  some  $44 
billion  of  coalition  contributions  to 
the  Gulf  war,  comes  up  with  what  he 
believes  the  real  economic  deficit  for 
1991  is:  about  $45  billion.  Concludes 
Kudlow:  "The  issue  is  [the  econo- 
my's] growth,  not  debt  or  the  deficit. 
The  reason  the  deficit  | looks  like]  a 
problem  right  now  is  that  the  econo 
my  hasn't  grown  in  three  years." 
Kudlow  believes  cutting  marginal  tax 
rates  and  the  capital  gains  tax  is  not 
only  necessary  to  gel  the  economy 
moving  again,  but  also  easily  afford- 
able, given  the  small  size  of  the  coun- 
try's underlying  deficit. 
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Perhaps  the  strangest  aspect  of  fed- 
eral accounting  is  that  the  govern- 
ment prepares  neither  an  income 
statement  nor  a  balance  sheet.  When 
the  government  invests  in  buildings, 
bridges,  batdeships  and  other  capital 
equipment  that  serve  the  taxpayers 
for,  say,  50  years,  the  accountants 
book  the  whole  investment  as  an  ex- 
pense in  the  budget  the  first  year. 
Using  accrual  accounting,  a  corpora- 
tion would  capitalize  the  investment 
and  depreciate  it  over  its  useful  life. 

You  could  call  the  government's 
expense-it-all-immediately  account- 
ing practices  highly  conservative,  but 
in  reality  they  are  foolish  because  they 
render  the  true  economic  deficit  an 
even  more  elusive  figure.  Charges 
Northwestern  University  economist 
Robert  Eisner,  who  has  been  arguing 
for  years  that  the  deficit  is  no  prob- 
lem: "Federal  accounting  has  no  re- 
semblance to  business  accounting  or 
anything  sensible." 

Economists  like  Eisner  and  Larry 
Kudlow  are  beginning  to  be  heard. 
Last  year's  budget  agreement  with 
Congress  authorized  the  Commerce 
Department  to  start  devising  a  com- 
plete new  set  of  financials  for  national 
income  and  product  accounts — es- 
sentially a  balance  sheet  and  income 
statement  for  the  country,  prepared 
using  accrual  accounting  techniques. 

The  figures  will  be  adjusted  for 
inflation,  which  many  economists  say 
will  put  the  debt  and  deficit  figures 
into  a  more  realistic  relationship  with 
the  underlying  economy.  Stanford 
University  economist  Michael  Bos- 
kin,  now  head  of  the  Bush  Adminis- 
tration's Council  of  Economic  Advis- 
ers, is  actively  pushing  the  project, 
which  will  probably  be  ready  in  1995. 

Note,  however,  that  this  won't  put 
an  end  to  politicians'  cooking  the 
books.  More  likely,  a  new  set  of  reci- 
pes will  be  developed.  Warns  James 
Miller,  U.S.  Budget  Director  under 
Ronald  Reagan:  "Once  you  have  a 
Capital  budget,  it  would  be  the  pro 
Density  of  politicians  to  load  every- 
thing onto  the  books  and  borrow 
against  it." 

Having    trouble    paying    teachers 
<\\k\  health  care  workers?  No  sweat 
lust  capitalize  them  as  investments  in 
the  country's  future.  Still,  more  realis 
tic  accounting  rules  for  politicians  arc 
verj  much  in  order.  h 
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Marlene  Is  The  Soul  Of 

Concern.  She  Cannot  Sleep 

Well  At  Night  Unless 

She  Is  Certain  You  Will. 
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Marlene  Wei 
I  lousekeeper 
Four  Reasons 
Chicago 
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Her  radiant  smile  helies  a  steely  determination — to  transform  your  room  into  a  haven  or  tranquility.  With  pillows  the 
way  you  like  them,  French-milled  soaps,  and  stacks  or  thick  hath  towels,  morning  and  night.  Like  her  untiring  colleagues  who 


press  your  jacket  within  the  hour,  polish  your  shoes  overnight,  and  unfailingly  take  your  phone  messages, 

Marlene  s  mission  is  to  enhance  your  personal  comfort  and,  in  turn,  your  professional  efficiency  the      U*\i  i  r  ^QjkCf\rtc 
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lothing  great 
was  ever  achieved 
without  enthusiasm." 

Ralph      Waldo     Emerson 


The  desire  to  break  through 
boundaries.  To  make  things  better. 

It's  the  engine  that  continues  to 
drive  technology  forward. 

And  in  Lebanon  Tennessee  that 
translates  to  the  production  of  over  a 
million  award  winning  color  television 
sets  every  year. 

Built  by  people  who  know 
that  their  opinion  means  more  to  the 
company  than  their  quota. 

And  that  the  world's  greatest 
achievements  always  begin  with  the 
belief  in  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

Mobile  Electronics 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Professional 
Video  Systems 

Room  Air 
Conditioners 

Satellite  Receivers 

Semiconductors 

Telecommunication 
Systems 

Turbines  & 
Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 


! TT 


What  does  it  take  to  run  a  big  utility  business 
these  days?  Patience,  some  visionary  thinking 
and  a. strong  dose  of  political  realism. 

Jim  Rogers' 
first  1,000  days 


By  James  Cook 

Hows  this  FOR  A  job  description? 
Wanted:  chief  executive  to  head  trou- 
bled company.  Stuck  with  a  52.7  bil- 
lion asset  that  has  gone  bad,  earnings 
have  collapsed  75%,  and  the  company 
has  had  to  suspend  dividends.  Sound 


promising?  No,  but  James  E.  Rogers, 
a  Kentucky-bred  lawyer  who  had 
worked  in  the  natural  gas  industry, 
took  it  on  in  1988  when  he  became 
chairman  of  psi  Resources,  Inc.,  for- 
merlv  known  as  Public  Service  Co.  of 


Indiana.  Rogers  was  all  of  41 . 

This  middling-size  Middle  Ameri- 
can utility  had  been  wrecked  by  a 
nuclear  power  project.  After  pouring 
S2.7  billion  into  its  Marble  Hill  power 
plant,  the  company  decided  to  aban- 
don it  as  too  expensive  to  complete. 

"Just  last  week  I  prepared  what  I 
call  my  thousand-days  report,"  says 
Rogers.  "When  I  joined  the  compa- 
ny, the  equity  component  in  our  capi- 
tal structure  was  about  28%.  We're 
back  to  45%.  We've  reinstated  the 
dividend  and  increased  it  10%  last 
year,  another  14%  last  week.  In  that 
first  thousand  days,  the  total  return  to 
our  stockholders — stock  appreciation 
and  dividends — has  been  40%,  and 
we've  outperformed  the  s&p  utility 
index." 

Rogers,  however,  doesn't  consider 
his  job  done.  "We're  on  the  road  to 
recovery,"  is  the  way  he  puts  it.  He 


>/ 


Chairman  Jim  Rogers  and  PSI  system  control  center  at  Plamfield,  Ind 

"Under  the  incentive  system  we  have,  50  cents  out  of  every  dollar  we  save  goes  to  our  shareholders." 
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24-Hour  Emergency  Service 


It's  hard  enough 


to  establish 


a  new  territory. 
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Losing  my  wallet 


didn't  make  it  any  easier. 


No  charge  card, 


I  thought, 


no  hotel  room. 


The  Corporate  Card 


can  do  surprising  things 


Including  checking 


you  in  without  it. 
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PSI  Resources 


has  little  patience  with  the  electric 
utility  industry's  traditional  conserva- 
tism .  A  year  or  two  back  he  broke  with 
the  industry  in  supporting  Clean  Air 
Act  legislation.  These  days  he's  bro- 
ken with  the  industry  in  supporting 
mandatory  open  access  to  the  indus- 
try's transmission  system.  Open  ac- 
cess means  requiring  utilities  to  let 
outside  generating  companies  use 
their  transmission  systems  to  move 
power  to  their  customers. 

Rogers  sees  in  open  access  a  great 
opportunity  for  PSI.  Except  in  periods 
of  peak  demand,  PSI  has  a  lot  more 
low-cost  base-load  capacity  than  it 
needs  to  meet  the  requirements  of  its 
system.  He  also  sees  a  potential  mar- 
ket for  this  excess  power  in  the  nine 
utilities  PSI  connects  with  at  34  points 
on  its  system,  psi  is  prepared  to  sell 
part  of  its  base-load  capacity  to  neigh- 
boring utilities  and  beyond.  How 
would  Rogers  then  meet  peak  de- 
mands on  his  system?  By  building 
small,  gas-fired  combustion  turbines 
to  handle  the  load. 

Utilities  have  always  sold  wholesale 
power  to  one  another  on  a  short-term 
basis  as  the  economics  of  the  moment 
dictated,  but  Rogers  wanted  to  sell 


excess  power  the  way  he  used  to  sell 
excess  gas  at  Enron  Corp. — not  on  a 
spot  basis  but  under  long-term  con- 
tracts. A  year  ago  he  got  the  Federal 
Energy  Regulatory  Commission  to 
let  him  sell  as  much  as  450  megawatts 
on  a  long-term  basis,  and  not  at  regu- 
lated but  at  market  prices.  In  the 
process,  Rogers  agreed  to  open  up 
PSl's  transmission  grid  to  move  power 
for  anyone  who  wants  to  use  it. 

So  far,  psi's  off-system  sales  have 
been  short-term  ones,  for  30-  to  60- 
day  periods,  and  going  to  utilities  like 
Ontario  Hydro,  Philadelphia  Electric 
and  Baltimore  Gas  &  Electric.  That 
limited  dealing  brought  psi  a  wel- 
come $70  million  in  additional  reve- 
nue last  year. 

Rogers  is  planning  to  build  a  125- 
mile  transmission  link  with  Michi- 
gan's Consumers  Power  that  will  en- 
able psi  to  supply  Consumers  with  a 
large  block  of  base -load  power.  In 
psi's  11  months  as  an  open-access 
system,  outsiders  have  not  exacriy 
beaten  a  path  to  its  door,  but  a  start 
has  been  made.  Rogers  has  just 
worked  out  a  one -year  contract  to 
transmit  power  from  East  Kentucky 
Power   Cooperative    and    Louisville 


Gas  &  Electric  to  Baltimore  Gas  &: 
Electric.  "We've  been  very  aggressive 
in  moving  power.  So,  we're  getting 
greater  use  out  of  our  power  plants 
and  transmission  grid,  and,  under  the 
incentive  system  we  have  in  our  state, 
50  cents  of  even'  dollar  we  save  goes 
to  reducing  rates  to  our  customers,  50 


The  huge 
Gibson  station 
in  Princeton,  Ind. 
More  than  half 
ofPSI's 
high-sulfur 
coal  bum 
goes  up  in 
smoke  here. 


cents  to  our  shareholders." 

Next  challenge:  meeting  the  re- 
quirements of  the  1990  Clean  Air 
Act.  psi  depends  on  high-sulfur  coal 
for  95%  of  its  power  production,  the 
kind  of  coal  that  produces  the  sulfur 
dioxide  that  is  a  major  ingredient  in 
acid  rain,  psi  must  find  ways  of  reduc- 


ing its  sulfur  dioxide  emissions  by  3 1  % 
by  1995,  another  30%  by  2000. 
"We're  the  most  vulnerable  company 
in  the  industry,"  Rogers  concedes. 

To  comply  with  the  Act,  psi  can 
either  shift  to  low-sulfur  coal  or  add 
cosdy  scrubbers  to  its  existing  coal- 
fired  plants,  or  both.  Which  course  to 
adopt  is  not  wholly  an  economic  deci- 
sion. Half  of  psi's  13  million  tons  a 
year  of  coal  comes  from  mines  in  PSl's 
own  territory,  and  Rogers  could 
scarcely  abandon  mines  that  are  good 
customers  and  provide  lots  of  jobs  in 
the  region.  "I  have  a  strong  desire  to 
assure  there  is  a  viable  market  for 
high-sulfur  coal  in  our  state,"  he  says. 
So  the  choice  is  for  scrubbers — an 
expensive  solution,  but  Rogers  is  try- 
ing to  renegotiate  all  of  psi's  high- 
sulfur^oal  contracts,  demanding  that 
his  suppliers  reduce  prices.  "We  want 
to  make  sure  we  get  a  price  that 
reflects  the  fact  that  high-sulfur  coal 
isn't  going  to  be  worth  very  much  in 
the  future,"  he  says. 

Rogers  just  got  a  $240  million 
grant  from  the  Department  of  Energy 
to  build  an  experimental  gasification 
plant  using  high-sulfur  coal,  and  he's 
already  committed  himself  to  install- 


ing a  $170  million  scrubber  at  one 
unit  of  PSl's  huge  Gibson  plant.  But 
that's  just  the  beginning.  Overall, 
Rogers  expects  psi  will  have  to  spend 
between  $1.2  billion  and  $1.7  billion 
by  the  year  2000  for  cleaning  up  the 
emissions. 

Never  forgetting  how  his  predeces- 
sor was  devastated  when  he  had  to 
abandon  his  nuclear  power  plant, 
Rogers  has  hedged  his  bets  with  heavy 
spending  on  emission  control.  What 
would  happen  if,  when  the  scrubbers 
were  ready  to  go  into  operation,  the 
Indiana  Utility  Regulatory  Commis- 
sion refused  to  let  psi  put  its  costs  in 
the  rate  base?  The  shrewd  Rogers 
decided  to  take  no  chances.  He  per- 
suaded the  state  legislature  to  pass  a 
law  permitting  psi  to  get  prior  approv- 
al from  the  Indiana  Utility  Regulatory 
Commission  for  psi's  huge  spending 
program.  No  prior  approval,  no 
scrubbers. 

Rogers  isn't  the  sort  to  let  such 
problems  get  him  down.  Says  he: 
"The  last  thousand  days  have  been  a 
turnaround  game.  The  next  thousand 
days  we'll  move  into  an  expansion 
phase.  And  that  expansion  phase  will 
extend  to  the  turn  of  the  century."  WM 


Sometimes  what's  behind 

your  truck  is  more 
important  than  what's  in  it 


Anyone  who's  ever  tried  to  make  a  living 
in  the  trucking  business  knows  that  not  all 
trucks  are  created  equal.  The  major  difference 
lies  with  the  truck  manufacturer — the  people 
behind  the  badge. 

Without  their  support,  life  on  the  not-so- 
open  road  can  get  very  nasty.  Fleets,  owner/ 
operators  or  independents,  no  one  makes 
it  alone. 

Ford  can  help. 

Our  new  LineHauler  Club,  for  example, 

Erovides  participating  members  with  a  24- 
our  Emergency  Hotline,  supported  by  over 


26,000  suppliers  of  towing  and  repair  services, 
fuel  and  tires.  All  dedicated  to  minimizing 
downtime. 

Our  improved  Parts  and  Service  operation 
now  guarantees  24-hour  delivery  on  emergency 
parts.  For  more  information  on  these  and  other 
programs,  call  1-800-FORD 
1ST  (367-3178)  for  the  location 
of  the  Ford  Heavy  Truck  dealer 
nearest  you. 


TRUCKS 


Not  just  a  new  Ford... 
a  new  Ford  attitude. 


j  don't 

conduct  sleazy  interviews, 
dig  up  dirty  laundry, 
or  otherwise  attempt  to 
defame  reputations. 
That's  what  the  Senate  is  for. 
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A  Mexicana  Airlines  Boeing  727  docked  at  JFK  Airport 

Customer  service  is  poor,  boarding  is  disorganized,  flight  attendants  are  rude. 


Sir  Jimmy  Goldsmith,  Chase  Manhattan,  the  Brener 
brothers  and  other  savvy  investors  are  down  about 
,  $90  million  on  their  investment  in  Mexicana  Airlines, 
and  the  weather  is  still  heavy. 

That  sinking 


feeling 


By  Claire  Poole 

There  were  high  hopes  in  1989 
when  the  Mexican  government  sold 
Mexicana  Airlines,  the  country's  flag- 
ship carrier,  to  private  investors.  Well- 
connected  investors  they  were,  too. 
The  wealthy  Brener  brothers  of  the 
Camino  Real  hotel  chain  (Forres, 
Sept.  4,  1989)  put  together  Grupo 
Falcon,  which  paid  $140  million  for  a 
25%  stake  and  voting  control  of  Mexi- 
cana. Falcon's  other  investors  include 
Chase  Manhattan  and  Sir  James 
Goldsmith. 

iAy  de  mil  Little  has  since  gone 


right  for  Mexicana  and  its  new  own- 
ers. In  1989  Mexicana  earned  $18 
million  on  revenues  of  $1  billion.  Last 
year  it  lost  $44  million  on  revenues  of 
$1 .2  billion.  This  year's  loss  is  project- 
ed at  $60  million,  on  sinking  revenues 
of  $995  million.  Rival  Aeromexico, 
by  contrast,  has  been  profitable  for 
the  last  two  years,  and  it  expected  to 
break  even  this  year  on  sales  of  $700 
million — a  16%  increase  over  1990. 

Mexicana's  stock,  which  traded  as 
high  as  $2.50  a  share  on  the  Mexican 
Bolsa  after  the  privatization,  is  down 


to  around  90  cents.  The  value  of  the 
Falcon  investors'  holding  has  with- 
ered from  $140  million  to  around 
$50  million. 

Some  of  the  trouble  at  Mexicana — 
which  is  Mexico's  largest  airline  and 
Latin  America's  second  largest,  after 
Brazil's  Varig — is  beyond  its  control. 
Like  U.S.  airlines,  Mexicana  has  suf- 
fered from  the  U.S.  recession  and  a 
15%  drop  in  international  travel  dur- 
ing the  Gulf  war.  In  addition,  Mexi- 
can President  Carlos  Salinas  de  Gor- 
tari  opened  the  Mexican  skies  to  new 
international  competition. 

Mostly,  however,  Mexicana's 
problems  are  of  its  own  making.  Its 
aircraft — 46  Boeing  727s  and  6  Mc- 
Donnell Douglas  DC- 10s — are  ten 
years  old  on  average  and  need  noise 
suppression  upgrades.  But  manage- 
ment has  focused  more  on  cosmetic 
improvements.  At  a  cost  of  $1.2  mil- 
lion a  plane,  the  airline  painted  20  of 
its  Boeing  727s  with  a  pre-Columbi- 
an design  and  equipped  first-class 
cabins  with  TV  screens  in  every  seat. 

Some  1,800  staff  members  have 
been  laid  off  since  1989,  and  morale 
among  the  remaining  11,200  em- 
ployees is  probably  worse  now  than 
before  privatization.  Customer  ser- 
vice is  poor,  boarding  is  disorganized 
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This  Isnt  ThE  Latest 

In  Telecommunications 

Technology. 


This  Is. 


Helen  Hausmann 
Customer  Service 
Representative 
Temple,  TX 


As  a  leader  in  telecommuni- 
cations and  in  the  use  of  its  latest 
technologies,  Centelhas  succeed 
ed  by  remembering  that  real 
communication  doesn't  happen 


hardware  to  hardware.  It  hap- 
pens people  to  people. 
Which  means  that  the  quality 


of  your  communication  depends 
on  the  quality  of  the  people  be- 
hind it.  And  nobody  in  telephone 
or  cellular  makes  that  connection 
better  than  Centel. 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 


ma  Airlines 


Mexicana's  Ricardc  Garcia  Sainz 
Can  he  turn  the 
airline  around? 


ABOVE: 

Israel  and  Pablo  Brener 

RIGHT: 

Sir  James  Goldsmith 

Part  of  the  investment  group  that 

bought  25%  of  Mexicans  Airlines. 


and  flight  attendants  are  routinely 
rude.  One  out  of  four  flights  arrives 
late.  Small  wonder  then  that  Mexi- 
cana's domestic  market  share,  53%  in 
1990,  has  shrunk  to  48%.  By  contrast, 
Aeromexico's  market  share  (see  box) 
has  grown  from  38%  in  1989  to  44% 
at  the  end  of  August. 

As  an  invigorating  capitalist  wind 
sweeps  through  Latin  America,  the 
Latin  economies  are  finally  beginning 
to  take  off.  According  to  Boeing,  the 
region  is  now  the  world's  fastest- 
growing  aviation  market,  after  the 
Asian  Pacific.  Mexicana  should  be 
beautifully  positioned  to  take  advan- 


tage of  this  growth.  Should  be,  but 
isn't.  Its  only  Latin  American  runs  are 
to  Guatemala  City  and  San  Jose,  Cos- 
ta Rica.  Future  plans  call  for  adding 
Bogota  and  possibly  Caracas. 

Early  last  year  Mexicana  aggressive- 
ly expanded  in  the  U.S.,  initiating  or 
increasing  service  to  Baltimore,  Phila- 
delphia, Tampa,  Orlando  and  Seattle. 
But  it  dropped  all  these  new  or  ex- 
panded routes  with  a  clang  late  last 
year  when  they  proved  unprofitable. 
And  it  has  reduced  service  to  several  of 
its  remaining  U.S.  markets,  which 
include  Chicago,  New  York  City, 
Boston  and  Los  Angeles. 


Mexicana's  special  offers  have  also 
sometimes  been  heavy  lossmakers.  It 
cut  fares  from  Los  Angeles  to  six 
Mexican  resorts  by  60%,  to  S99  one 
way,  during  a  seven-day  sale  last 
spring.  Passengers  filled  the  planes 
but  emptied  the  bottom  line.  Despite 
these  cheap  fares,  Mexicana's  load 
factor  (the  percentage  of  seats  filled) 
has  been  running  at  only  60%.  The 
average  load  factor  for  Aeromcxico. 
which  has  not  been  aggressively  div 
counting,  has  been  running  at  65%. 

Perhaps   the   most   foolish    move 
came  last  May,  when  Mexicana  or 
dered  20  new  medium- range  Airbus 


Over  the  volcano 

Mexicana  Airlines' 
problems  stand  in  stark 
contrast  to  the  success 
story  that  is  Aeromcxico. 
Bankrupted  in  the  spring 
of  1988,  Aeromcxico  was 
purchased  for  $330  mil- 
lion from  the  government 
by  .in  investor  group  led 
by  Mexican  businessman 
Gerardo  dc  Prevoisin. 
First  task  for  de  Prevoisin, 
chief  executive  of  Rease 
guros  Alianza,  the  largest 
reinsurance  company  in 
Latin  America,  was  to  in- 
crease Aeromexico's  pro 
ductivity.  [he  airline  now 


operates  with  about  half 
the  staff.  And  instead  of 
buying  all  of  Aeromexi- 
co's 44  planes,  he  leased 
only  28  of  them.  Since 
then,  he's  added  about  5 
new  planes  a  year  under 
ten  year  leases.  Today 
Aeromcxico  owns  only  2 
of  its  45  aircraft. 

Targeting  business 
travelers,  who  will  pay  more 
than  tourists,  de  Prcvoi 
sin  next  concentrated  on 
Aeromexico's  opera 
tions,  especially  its  on  time 
arrivals  record.  Now 
around  95$  i  't  Vcromexi 
co's  flights  arrive  on  time, 
versus  76%  for  Mexican.!. 


Aeromcxico  has  not  dis- 
counted fares  to  the  extent 
Mexicana  has.  Last  year 
Aeromcxico  showed  a  S16 
million  net  profit  on 
$600  million  in  sales.  De 
Prevoisin  expects  Aero 
mexico  to  break  even  this 
year,  on  revenues  of  S700 
million — not  bad,  consid 
ering  the  state  of  the 
world  airline  industry. 

To  fund  expansion,  es 
peeially  in  the  fast  -growing 
I  atin  American  market, 
Aeromcxico  raised  $130 
million  in  November  by 
selling  50%  of  its  stock  in  a 
global  private  placement 
underwritten  b\  Nomura 


Securities  and  Bear, 
Stearns.  In  a  year  de  Prevoi- 
sin hopes  to  raise  more 
expansion  capital  when  he 
places  Aeromcxico  stock 
on  the  U.S.  market. 

On  the  threshold  of  the 
free  trade  agreement  be- 
tween the  U.S.  mk\  Mexi 
co,  Aeromcxico  is  clearly 
better  placed  to  take  ^<i 
vantage  than  Mexicana. 
Not  tor  nothing  are  M. 
ico  City  businessmen  K 
tina  that  Aeromcxico  will 
come  out  ahead  of  lumber 
ing  Mexicana  in  the  ru 
mored  merger  of  the  coun- 
try's tWO  airliiK 
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If  you  are  retiring 

or  changing  jobs,  you 

have  60  days  to  decide 

whether  or  not  to  roll  over 

your  lump  sum  distribution. 

This  decision  used  to  be  a  difficult 

one,  but  Dreyfus  has  made  it  easier.  In 

cooperation  with  the  accounting  firm  of 

Ernst  &  Young,  we've  developed  a  Rollover 

Analysis  that  can  help  you  estimate: 

•  The  future  value  of  your  retirement  account 

—if  you  do  or  do  not  roll  over. 

•  How  much  you  can  expect  to  withdraw  from  your 

account  on  an  annuity  basis  per  month. 

•  How  your  rollover  decision  affects  the  amount  you  will  pay 

in  Federal  income  taxes. 

This  Analysis  is  created  especially  for  you,  based  on  your  age,  the 
amount  of  your  lump  sum  distribution,  your  tax  bracket  and  several 

other  factors. 

To  request  the  Analysis,  without  obligation,  simply  call 

1-800-USA-LION 

Ask  for  Extension  4355 

reyf us  Service  Corporation 

P.O.  Box  3498,  Camden,  NJ  08101  r  i55 


Tip  the  scales 
in  your  favor. 
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Total  Return  as  of  9/30/91 
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Since  inception* 


Twentieth  Century 
Balanced  Investors: 

greatperformancebyafund 

that  offers  both  an  opportu- 
nity for  growth  over  time- 


^.ecomptetem— n*o«  Heaseread 

tsssssffsx    — 

lftOO.345-2021 

•  10/20/88  P.O.  Box 419200,  Kansascu 


FBS 


«•,►,  v  etui 


Mexicana  Airlines 

A- 320s,  with  an  option  to  buy  14 
more,  at  an  estimated  cost  of  S2 
billion.  Mexicana's  medium-range 
fleet  is  already  too  large;  it  needs 
better  marketing  and  better  service, 
not  more  planes. 

Latin  route  expansion?  If  that's 
what  Mexicana  has  in  mind,  it  needs 
longer-range  aircraft  like  Airbus 
A-310s  or  Boeing  767s. 

Airbus  sweetened  the  A- 320  deal 
by  throwing  in  an  Airbus  mainte- 
nance center  in  Guadalajara.  But  the 
center  is  too  large  for  Mexicana;  to 
use  it  efficiently,  the  carrier  will  have 
to  seek  outside  work  from  other  Air- 
bus users.  It  will  also  have  to  retrain 
many  of  its  pilots  and  technicians, 
who  are  used  to  dealing  with  less 
complicated  Boeings.  As  D.A.  Camp- 
bell Co.  recently  noted  in  a  report  on 
the  Mexican  airline  industry:  "The 
wisdom  of  taking  on  an  additional 
challenge  at  this  time  in  [Mexicana's] 
history  is  questionable." 

Rumors  have  been  swirling  that 
Grupo  Falcon  has  been  talking  to  the 
government  about  selling  its  Mexi- 
cana stake,  and  that  Mexicana  might 
be  folded  into  smaller  rival  Aeromex 
ico.  Outwardly,  however,  and  despite 
their  S90  million  paper  loss,  Mexica- 
na's private  investors  seem  to  be  tak- 
ing  their  lumps  philosophically .  Says 
Jose  Giral,  managing  director  of  the 
Brener  clan's  holding  company, 
Xabre:  "We're  in  [Mexicana]  tor  the 
good  times  as  well  as  the  bad." 

Sir  Jimmy  Goldsmith  is  no  less 
good-natured.  "I  bought  in  because 
the  Breners  are  my  friends."  says  he. 
"I'm  confident  they'll  get  it  right. " 

In  tact,  the  Breners  have  taken 
sonic  action.  In  June  they  asked  Guil- 
lermo  Martinez  Garcia.  Mexicana's 
general  director,  to  resign.  But  he  w  .is 
replaced  with  Ricardo  Garcia  Sain/, 
61,  a  20  war  government  bureaucrat 
whose  last  post  w.is  head  of  Mexico's 
social  securit)  system. 

Responding  bj  fax  to  questions 
from  Forbes,  Garcia  Sam/  downpl 

the  airline's  problems  "Mexican.!  is 
serving  with  efficiency,  security  and 

cordiality,*1    intones    Garcia    Sai: 
fax   '■Mexican.!  is  a  \ital  .\n>.\  competi 
tne    corporation."    The    passengers 
who  are  filling  up  the  planes  of  Aero 
mexico  .\n^\  Mexicana's  other  com 
pernors  would  be  surprised  to  hear 
that.  ■ 
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It's  a  whole  new  deal  for  American  business.  Lanier 
gives  you  the  right  to  a  free  replacement  copier  if  you 
decide  your  new  Lanier  copier  is  not  performing  to 
your  satisfaction.  Plus  we  guarantee  it  to  be  up  and 
running  98%  of  the  time.  You're  guaranteed  a  loaner  if 
your  system  is  down  more  than  8  hours.  And  you're 
guaranteed  a  24-hour  toll-free  Hot  Line  for  any 


questions  you  might  have  after-hours.  So  for  more 
productivity  call  1-800-852-2679.  And  get  all  the 

details  on  the  latest  American  document  to  guarantee 
freedom:  The  new  Lanier  Performance  Promise. 


Some  restrictions  apply.  See  your  Lanier  Copier  Representative  for  full  details. 
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Mail  to  Lanier  Information  Center,  P.O.  Box  785 
Dayton,  Ohio  45401  or  Fax  to:  (513)  252-9703. 

Please  send  me  free  information  about  Lanier: 
□  Copiers  □  Fax  □  Dictation 
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STARTING  YOUR  OWN  BUSINESS 


Leslie  Hindman  asked  her  father  to  back  her 
in  business.  Find  a  husband,  he  countered. 

Society  girl 
makes  good 


By  Rita  Koselka 

Leslie  Hindman  grew  up  in  fashion- 
able Hinsdale,  111.,  summered  in 
France  and  spent  two  years  polishing 
her  social  skills  at  Pine  Manor  Junior 
College.  After  breezing  through  a 
couple  of  secretarial-type  jobs,  she 
landed  a  low-paying  but  high-pres- 
tige position  as  an  office  assistant  at 
Sotheby's  Chicago  office  in  1978. 
She  was  23  years  old. 

In  short,  Leslie  Hindman  had  all  of 


the  qualifications  for  snagging  a  hus- 
band, settling  in  the  suburbs  and  rais- 
ing a  flock  of  children.  Which  is  exact- 
ly what  her  father,  Donald  Hindman, 
owner  of  Clark  Foodservice  (1991 
revenues,  $400  million),  thought  his 
darling  daughter  ought  to  do.  So 
when  she  first  suggested  the  idea  of 
starting  her  own  auction  house  to  her 
father,  in  1982,  he  told  her  to  forget 
it.  He  wouldn't  lend  her  a  nickel. 


She  went  ahead  anyway.  Today,  at 
37,  she  runs  Leslie  Hindman  Auc- 
tioneers, the  hottest  auction  house  in 
Chicago.  Last  year  she  auctioned  S12 
million  worth  of  furniture,  jewelry 
and  paintings,  including  an  early  van 
Gogh  still  life  for  SI  .4  million. 

Typically,  auction  houses  take  mer- 
chandise on  consignment  and  collect 
a  10%  commission  on  the  sale  price 
from  the  buyer  as  well  as  between  5% 
and  25%  from  the  seller.  Last  year 
Leslie  Hindman's  net  revenue  from 
commissions  was  probably  around 
$2.5  million.  She  claims  better  than 
10%  net  profits. 

Hindman,  who  dresses  in  a  signa- 
ture black  business  suit,  silk  blouse 
and  pearls,  took  stock  of  her  assets 
when  starting  the  company.  These 
included  her  social  position,  her 
knowledge  of  the  art  market  and  her 
family's  business  connections.  Auc- 
tion houses  typically  scour  the  prov- 
inces for  merchandise,  shipping  it  to 
New  York  and  London  for  auction. 
Hindman,  who  had  helped  put  to- 


Chicago  auction- 
house  entrepreneur 
Leslie  Hindman 
When  her  father 
turned  her  down 
for  a  loan,  she 
found  other 
backers. 
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When  your  plan  participants 
need  answers  about  their 
401(k)  plan,  they  need  them 
now.  And  we're  not  about 
to  leave  them  hanging.  We 
maintain  a  toll-free  800  number 
because  we  understand 
how  important  access  to  infor- 
mation is. 

This  is  only  one  of  the  areas 
where  we've  instituted  some 
very  strict  standards  of  service. 

i/i  OFFICIAL  SPONSOR  Of  THE  1992  US  OLYMPIC  TEAM 


You'll  see  attention  to  detail  in 
every  facet  of  our  business. 
From  the  efficient,  accurate  way 
we  handle  your  plan's  process- 
ing to  the  insight  we  bring  to  the 
plan  investments  that  are  right 
for  you.  And  you'll  find  this  thor- 
ough approach  in  our  employee 
stock  option  and  our  employee 
stock  purchase  plans  as  well  as 
our  401(k)  plan  services. 
Call  us.  We'll  answer  right 

©1991  Merrill  Lynch,  Pierce,  Fennet  &  Smith  inc.Membei  SIP( 


away  Ask  for  Stephen  Thoma, 
First  Vice  President,  at 
1-609-282-3022. 


BENEFIT  SERVICES 
FOR  AMERICA. 


Merrill  Lynch 

A  tradition  of  trust. 
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gether  Sotheby's  only  two  auctions  in 
Chicago  in  1980  and  1981,  thought  a 
consistent  auction  market  could  pros- 
per in  the  Midwest. 

She  tapped  her  connections  for  the 
money  her  father  had  refused  her.  Her 
mother's  cousin  was  Frederick  Kreh- 
biel,  head  of  Lisle,  111. -based  Molex,  a 
S700  million  (revenues)  electronic 
connector  manufacturer.  Krehbiel 
came  up  with  a  S30,000  personal 
loan.  With  Krehbiel  securely  behind 
her,  Hindman  now  approached  other 
potential  local  investors,  including 
John  Bryan,  chief  executive  of  Sara 
Lee;  Paul  Judy,  former  head  of  A.G. 
Becker;  and  John  Nichols,  chairman 
of  S2.5  billion  (revenues)  Illinois 
Tool  Works. 

In  all  she  raised  about  $200,000,  in 
debt  and  equity  capital,  giving  up  52% 
of  the  business  to  her  investors.  "One 
of  the  happiest  days  of  my  life,"  she 
says  brightly,  "was  sitting  down  with 
my  father  and  telling  him  I'd  gotten 
the  money  from  people  who  were  all 
more  important  than  he  was." 

Cash  in  hand,  she  rented  space  in 
Chicago's  arty  River  North  section, 
hired  three  employees  to  type  cata- 
logs and  move  furniture,  and  started 
paying  calls  on  estate  lawyers,  bankers 
and  exclusive  ladies'  clubs,  like  the 
Women's  Athletic  Club,  to  drum  up 
merchandise  and  customers. 

Leslie  Hindman  Auctioneers  did 
not  get  off  to  a  roaring  start.  Her  first 
auction,  in  the  fall  of  1982,  sold  only 
half  of  the  paintings  and  antiques 
she'd  rounded  up.  A  few  months 


Hammering  down 
a  sale  at 
Leslie  Hindman 
Auctioneers 
Hindman's 
auctions 
have  become 
social  events. 


later,  out  of  money,  she  reluctantly 
went  back  to  her  father.  Over  dinner, 
she  showed  him  her  profit-and-loss 
statement  and  balance  sheet.  "Leslie, 
do  you  know  the  difference  between 
accounts  receivable  and  accounts 
payable?"  her  father  condescended. 
She  nodded.  Her  father  then  instruct- 
ed her  to  get  on  the  phone  and  get  her 
customers  to  pay  her  pronto.  "I  wig- 
gled out  of  giving  her  money  again," 
says  Don  Hindman  with  a  laugh. 

Leslie  aggressively  upped  the  pres- 
sure on  buyers  to  pay  their  bills,  and 
then  went  back  to  her  investors  and 
raised  $63,000,  enough  cash  to  keep 
afloat.  A  woman  lacking  Hindman's 
connections  might  not  have  made  it, 
however,  because  it  wasn't  until  1985 
that  her  little  auction  house  started 
earning  a  profit. 

With  fresh  capital,  she  was  able  to 
keep  sending  out  glossy  catalogs  ( her 
mailing  list  now  tops  25,000),  taking 
ads  in  national  magazines  like  Art  and 
Antiques  and  Connoisseur  and  run- 
ning radio  ads  on  local  classical  music 
stations.  Over  time  her  auctions  be- 
came social  events,  attended  by  young 
types  looking  for  furniture,  as  well  as 
by  the  usual  collectors  and  dealers. 

To  keep  costs  down  when  she  start- 
ed, Hindman  hired  interns,  often 
from  nearby  Lake  Forest  College,  to 
do  scut  work.  This  ploy  proved  dou- 
bly beneficial  in  the  early  days,  as  her 
young  helpers'  parents  often  came 
down  to  watch  them  and  became 
potential  customers  in  the  process. 

Sound  easy?   Rich  girl   gets   rich 
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friends  to  back  her  glamorous  busi- 
ness. It  wasn't  that  easy.  Former  em- 
ployees remember  their  work  as  in- 
tense, exhausting  and  often  upset- 
ting. Hindman's  former  head 
appraiser,  Arthur  Bailes,  who  left  two 
years  ago,  claims  her  aggressiveness 
alienated  dealers  and  estate  lawyers. 
(He's  now  trying  to  raise  money  to 
open  a  rival  auction  house.) 

Still,  Hindman  has  scored  some 
major  coups.  In  1989  her  firm  auc- 
tioned off  the  estate  of  William 
Stoecker,  the  bankrupt  Chicago  swin- 
dler (Forbes,  Oct.  31,  1988).  His 
collection  of  18th-  and  19th-century 
English  watercolors,  antique  clocks 
and  classic  scientific  equipment 
brought  in  S 1 .2  million  for  Stoecker's 
creditors  and  earned  about  $200,000 
in  commissions  for  Hindman. 

Last  year  one  of  her  agents  came 
across  a  formerly  unknown  van  Gogh 
in  the  hallway  of  a  Milwaukee  ranch 
house.  Hindman  auctioned  it  off  for 
$1 .4  million  to  a  Japanese  buyer.  And 
this  October  she  auctioned  off  a  large 
collection  of  furniture  and  paintings 
owned  by  one  of  the  late  heirs  to  giant 
plumbing  products  maker  Kohler  Co. 

All  of  these  properties  were  courted 
by  the  big  guns,  Sotheby's  and  Chris- 
tie's. In  fact,  the  Stoecker  watercolors 
had  already  been  sent  to  Sotheby's  for 
appraisal.  However,  Hindman  insist- 
ed Stoecker's  local  notoriety  would 
insure  greater  interest  in  Chicago.  She 
proposed  auctioning  the  entire  estate, 
not  just  the  best  pieces.  Her  pitch 
convinced  Stoecker's  creditors  com- 
mittee that  Hindman  Auctioneers 
could  bring  the  best  return.  Hindman 
took  great  glee  in  sending  someone  to 
pick  the  watercolors  up  from  Sothe- 
by's in  New  York. 

Despite  the  current  downturn  in 
the  art  market,  Hindman  is  opening 
new  offices  in  a  half-dozen  midw, 
ern  cities — including  Detroit, Cincin- 
nati and  St.  Louis — to  keep  the  flow 
of  new  merchandise  coming.  She  sa\  I 
she'd  now  like  to  buy  out  her  m  I 
tors,  but  with  profits  coming  in,  none 
is  selling. 

And  what  does  D.\d  52)  now-  "I'm 
very  proud  of  her."  s.ns  Don  Hind 
man.  "She's  not  in  the  big  leagues, 
but  she's  carved  out  a  nice  little 
niche  "  All  the  same,  he  complains 
glumlv,  "she  still  doesn't  haw  a  hus 
band  or  children  "  ■■ 
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W)uldrityou  rather  have  their  plan 
investment  questions  at  our  door? 


'". 


The  best  time  to  answer 
employees'  questions  is  before 
they're  even  asked.  So  when  we 
put  your  benefit  plan  in  place, 
we  also  offer  a  comprehensive 
education  program  for  your 
employees. 

And  we  continue  to  provide 
information  with  a  toll-free 
800  number.  It  adds  up  to  more 
than  three  million  phone  calls  a 
year  answered  with  promptness 
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and  thoroughness. 

Our  reliability  is  what  keeps 
a  lot  of  other  problems  away 
from  your  door.  You  see  it  in  the 
speed,  accuracy  and  efficiency 
with  which  we  deal  with  the 
two  million  statements  we  han- 
dle each  year.  As  well  as  in  our 
daily  recordkeeping  services 
and  our  vigilant  monitoring 
of  accounts. 

For  more  information  about 
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our  range  of  benefit  plans, 
investment  options  and  ser- 
vices, call  Stephen  Thoma,  First 
Vice  President,  at  1-609-282-3022. 


BENEFIT  SERVICES 
FOR  AMERICA. 


Merrill  Lynch 

A  tradition  of  trust. 


— ~™ 


An  incongruous  protectionist  alliance 
of  Naderites,  trade  unions  and 
environmentalists  has  formed  to 
create  a  new  hidden  barrier  that 
threatens  to  block  free  trade. 


Strange 
bedfellows 


Bv  Peter  Fuhrman 


ire  j^jbmfw 
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The  U.S.  seems  close  to  concluding 
two  major  international  trade  agree- 
ments: the  Uruguay  round  of  the 
General  Agreement  on  Tariffs  & 
Trade  (or  gatt)  and  extension  of  the 
U.S. -Canada  North  American  free 
trade  area  to  include  Mexico.  Togeth- 
er, these  agreements  promise  a  well- 
timed  boost  for  the  S4-trillion-a-vear 
global  trading  system,  creating  jobs 
for  Americans  and  for  our  trading 
partners. 

Neither  measure  faces  smooth  sail- 
ing. While  creating  new  wealth  and 
opportunities,  free  trade  destroys  jobs 
in  an  economy's  least  competitive  sec- 
tors and  forces  the  overall  economy  to 
become  more  efficient.  As  a  result, 
free  trade  will  always  generate  power- 
ful enemies. 

Lately,  these  enemies  have  wrapped 
themselves  in  a  green  banner  and  have 
stepped  forward  as  protectors  of  the 
environment.  Says  one  U.S.  trade  of- 
ficial: "The  environment  could  well 
become  the  new  hidden  trade  barrier 
behind  which  protectionists  will  all 
run  to  hide." 

Friends  of  the  Earth  is  righting 
many  aspects  of  the  proposed  trade 
pact  with  Mexico.  Why?  The  organi- 
zation told  Congress  that  doing  more 
business  with  Mexico  will  so  incrc 
air  pollution  in  the  southw  estern  U 
that  views  of  the  Grand  Canyon  may 
be  blotted  out.  Stretching  logic  even 
further,  these  environmentalists  ar- 
gued that  if  U.S.  oil  companies  find 
oil  in  Mexico,  the  result  will  be  more 
plentiful  and  cheap  energy,  which  will 
cause  worse  pollution. 

Posters  are  plastered  around  Wash- 
ington depicting  GATT  as  a  monster 
eating  the  globe  and  brandishing  I 
can  of  DDT.  They're  put  there  by  the 
environmental  groups  fighting  the 
trade-liberalizing  agreement. 

Ralph  Nader,  dropping  all  prcu 
of  being  a  friend  of  the  consumer, 
recently  told  the  House  Subcommit- 
tee Oil  Health  and  the  Environment 
that   the  proposed  GATI    agreement 
was  "inspired  bv  the  Bush  Adnu 
Oration's  negotiators  and  their  oV 
corporate  allies  [seeking]  radical  tk 
regulation  of  consumer  and  environ 
mental    standards    throughout    the 
world"  Nader  also  told  Cong 
that     the     free  trade  oriented     I    s 
Trade    Representative's   office   is   a 
group   "notorious   tor   its   fealrv 
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To  helpyou  stey  on  top  of  GICs, 

we  do  our  homework 


These  days,  when  you 
choose  benefit  plan  invest- 
ments, you  need  quality 
you  can  count  on.  This  may 
make  the  Merrill  Lynch  GIC 
Managed  Trust  a  wise  choice. 

We  do  our  homework  thor- 
oughly. Our  aim  is  high  credit 
quality,  broad  diversification, 
strong  performance  and  stable 
net  asset  value.  Plus  you  have 
additional  peace  of  mind  since 
the  Merrill  Lynch  GIC  Managed 
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Trust  includes  instruments 
backed  by  United  States 
Government  agencies.* 

And  with  Merrill  Lynch, 
you  have  the  advantage  of  pro- 
fessional investment  advisors 
who  take  an  interdisciplinary 
approach.  We  combine  GIC, 
fixed-income  and  money 
market  investment  and  credit 
analysis  expertise. 

We  understand  how  impor- 
tant it  is  to  provide  top  quality 
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benefit  plan  investments. 
Call  Stephen  Thoma,  First  Vice 
President,  1-609-282-3022. 

"Although  the  Merrill  Lynch  GIC  Managed  Trust  seeks 
to  maintain  a  stable  $  1  net  asset  value,  this  cannot  be 
assured.  An  investment  in  the  Trust  is  neither  insured 
nor  guaranteed  by  the  U.S.  Government. 


BENEFIT  SERVICES 
FOR  AMERICA. 


Merrill  Lynch 

A  tradition  of  trust. 
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irty  fingernails. 

Don't  be  surprised 

if  you  see  them  from 

time  to  time  at  Suzuki* 

On  management*  This,  after 

all,  is  a  company  created  by  engi- 
neers* And  engineers,  as  a  rule,  are 

hands-on  people.  If  it  can  be  improved 
upon,  made  more  reliable,  more  efficient, 

more  durable,  an  engineer  will  try  to  make  it 
so.  It's  this  relentless  drive  that  has,  among  other 

things,  made  Suzuki  cars  and 
motorcycles  so  easy  to  drive 
relentlessly  Our  sport/ 

utility  vehicles,  for 

example,  have  proven 

themselves  from  the 

isolated  backways  ot 


C  1«*>I  Amtnv  in  Swab  Mmot  Corporation. 


The  Suzuki  4-door  Sidekick®  4x4. 

Always  tough  enough  to  take  on 

the  worst  roads.  Always  gentle 

enough  to  make  the  drive 

comfortable. 


^IMzlUlritf 


Saskatchewan  to  the  broad  avenues  of  Manhattan,  Nor  is  our 
off-road  activity  confined  strictly  to  roads,  Suzuki  also  builds 

outboard  motors ,  many  of  which  have  been  known 

to  far  outlast  the  boats  they  were  built  for.  We 

build  generators.  Pumps, 

Even  lawnmower  engines. 

And  in  so  doing,  the 

engineers  at  Suzuki 

have  in  turn  engineered 

something  equally 

impressive:  Suzuki  itself. 

A  company  with  over 

12,500  employees,  nearly  50  assembly  plants,  and 
operations  in  more  than  150  countries  the  world  over.  It's 
because,  at  Suzuki,  we  aren't  afraid  to  get  our  hands  a  little  dirty. 
Especially  if  that  helps  us  do  a  better  job  of  making  things  people 
cant  wait  to  get  their  hands  on.         <^^  SUZUKI 

A  company  built  by  engineers. 


Suzuki  motorcycles.  Racing,  testing,  constantly 
improving.  No  wonder,  in  competition,  no  one 
can  touch  them. 


One  of  our  more  popular  off-road 
vehicles:  a  Suzuki  outboard  motor. 


— 


The  people 
we  deliver, 
deliver. 


•«* 
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Performance,  not  promises,  from  the  largest 

recruiting  firm  in  the  world:  Our  contingency  fee 

structure  assures  your  satisfaction.  Look  in  the 

white  pages  for  the  office  nearest  you. 

MANAGEMENT 
RECRUITERS 
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FOR  LONG-TERM  GROWTH. . . 


#!icej 


K«S! 
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Target 
Biotechnology! 

Biotechnology  is  one  of  the  fastest  growing  areas  of  the 
health  care  sector.  Years  of  research  and  development  have 
started  to  pay  off,  with  many  major  firms  generating  profits  this 
year.  And  biotech  firms  are  bringing  new  products  to  market 
faster  and  cheaper  than  before,  adding  to  the  sector's  long-term 
growth  potential. 

With  Fidelity  Select  Biotechnology  Portfolio,  you  can 
target  the  growth  opportunities  in  this  sector  with  the  convenience 
of  a  mutual  fund.  Share  price  will  fluctuate  and  may  be  more  volatile  than  funds 
that  invest  across  main  industries.  Start  with  only  $1,000  ($2,500  as  of 

1/1/92);  $500  for  IRAs  or  Keoghs.  

AT 


Call  24  hours  1-800-544-8888 


Fidelity  Select  Portfolios. *  For  more  complete  infonnttkHi 

about  I'iili'lih  Select  Portfolios   Including  managenteni  Bees,  expenses  and 
the  Fund's  1%  sales  charge,  call  or  \\  rite  for  .1  free  prospectus,  Please  read  it 
carefully  before  investing  or  sending  mone\  Fidelity  Distributors  Corpora- 
tion, P.O.  Ho\  660603,  Dallas.  I'\  75266-0603 


Fidelity 


Investments 

CODE:  FORB/BIO/120991 


Environmental  protectionism 

multinational  business." 

Some  congressmen  are  making  po- 
litical hay  out  of  this  sort  of  pettifog- 
gery.  Senator  Max  Baucus  ( D-Mont . 
recently  held  hearings  to  discuss  possi- 
ble trade  legislation  requiring  coun- 
tervailing duties  on  imports  from 
countries  with  less  strict  pollution 
rules  than  the  U.S.' — to  prevent  what 
is  being  called  "ecological  dumping." 
The  Senate  hearings  offered  no  solid 
examples  of  such  dumping. 

Nader  is  not  the  only  hyprocrite. 
Many  business  people  are  just  as  bad. 
The  U.S.  tuna  fishing  industry,  for 
example,  helped  persuade  Washing- 
ton to  block  imports  of  Mexican- 
caught  tuna,  on  the  grounds  that 
Mexicans  were  not  as  careful  as  U.S. 
tuna  fishermen  to  avoid  snaring  dol- 
phins in  their  nets.  As  soon  as  Mexi- 
can tuna  was  embargoed  in  February, 
U.S.  tuna  fishermen  moved  to  hike 
their  prices  10%. 

In  August  gatt  invalidated  the 
ban.  But  the  story  isn't  over.  So  far,  64 
U.S.  senators  have  written  to  Presi- 
dent Bush  urging  him  to  block  the 
GATT  ruling. 

The  protectionists  seem  to  forget 
that  trade  restrictions  can  cut  both 
ways.  The  European  Communing 
high-cost  forestry  industry  wants  to 
block  some  U.S.  timber  imports. 
America's  European  competitors 
deem  that  U.S.  forests  are  not  being 
"managed  sustainabry." 

German  brewers,  who  never  aban- 
doned  reusable   glass   bottles,  want 
new  packaging  laws  forbidding  metal, 
paper  and  all  other  nonreusablc  K 
erage  containers.    The  brewmcisu 
targets:  U.S.  soft  drink  makers  and 
breweries.  And  the  crown  princes  o\ 
protectionism,  Europe's  farmers,  ar 
gue  that  continued  subsidies  and  im 
port  restrictions  are  needed  to  keep 
farmland  in  cultivation,  thus  prescrv 
ing  the  pastoral  beaut\   of  furor 
countryside. 

If  trade   unions   want    to   protect 
inefficient  industries  M\d  if  Ralph  Na 
der  wants  to  currv   favor  with   the 
unions,  that's  then  privilege-  If  high 
cost  fanners  -\n^  industries  want  go\ 
eminent  protection,  theyVe  a  right  to 
ask  for  it 

But  the  level  of  debate  would  be 
immensely  improved  if  these  people 
would  stop  hiding  then  self  inter* 
behind  irrelevant  cans,  H 
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"With  generations  of  employees  counting  on  us, 


we  can't  settle  for  mediocrity.  That's  why  our 


pension  managers  hedge  with  CBOT  Treasury 
futures.  Very  stable  results.  Very  positive!' 
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Marc  L  Werner 
Chief  Financial  Officer 
R.D.Werner  Co.,  Inc. 


Generations  of  Werners  have  built  the  biggest  ladder  company  in  the  world.  But  it's  the  generations  of 
families  Werner  employs  that  make  it  strong.  So  it's  no  wonder  that  Werner  plans  its  pension  fund  for  long 
term  performance.  That's  why  their  fund  managers  control  portfolio  risk  with  CBOT  Treasury  futures.  Not 
only  does  this  give  them  superior  results,  but  also  the  benefits  of". . .  expediency,  flexibility  and  lower  costs." 
Concludes  Marc  Wemer,  "The  difference  we  see  in  our  bottom  line  pension  results  is  quite  substantial." 

For  literature  on  how  CBOT  Treasury  futures  can  impact  your  ^    fH-»*  D         <-J     *~T     *4 

bottom  line,  call  1-800-THE-CBOT,  ext.  6001,  or  1-312-435-3558,  W   l*"ICagO  DOard  OT  WaQe 

ext.  6001. 
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After  suffering  a  slight  check  in  the  Reagan  years, 
government  spending  and  government  regulation  are 
creeping  upward  again. 

Socialism  by 
another  name 


World  War  II, 

deficit  reaches  31%  of  GNP, 

69%  of  federal  spending 


.2% 


By  Peter  Brimelow  and  Gregory  Viscusi 


Let  us  draw  you  a  picture .  Or  a  chart. 
It's  really  the  only  way  to  set  in  per- 
spective the  numbing  numerical  nat- 
tering that  will  pass  for  economic 
debate  in  this  next  election  year. 

For  example,  applying  a  ruler  to  our 
chart  below  reveals  that  federal  reve- 
nues at  the  start  of  the  Reagan  years 
were  about  the  same  as  at  the  end 
( 19.3%  of  gnp).  The  celebrated  deficit 
owed  much  more  to  increased  federal 


Percent  of  GNP 
20  % 


spending  than  to  tax  cuts. 

Hmmm. 

The  celebrated  deficits  have  also 
been  equaled  or  dramatically  exceed- 
ed at  several  points  this  century. 
Whether  the  economy  subsequently 
inflated  (1970s),  disinflated  (1930s) 
or  absorbed  them  (post-World  War 
II)  must  clearly  depend  upon  un- 


World  War  I, 
deficit  reaches 
17%  of  GNP, 
72%  of  federal  budget 


|  Federal  spending 

]  Federal  receipts 

|  Defense  spending 

I  Federal  income  tax  receipts 
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By  1989  the  federal  budget 
deficit  had  contracted  to  3%  of 
GNP,  its  lowest  level  since 
1981.  Now  it  is  rising  again: 
The  Bush  Administration 
hopes  it  will  peak  at  5.8%  in 
1992.  Operation  Desert 
Storm  essentially  paid  for  it- 
self: U.S.  allies  are  handing 
over  some  $48  billion  this 
year.  And  optimists  hope 
that  the  annual  cost  of  the 
S&L  bailout  will  be  met  by 
the  sale  of  seized  assets  after 
1994.  So  the  war  and  the 
S&L  deficits  aren't  the  vil- 
lains. Underlying  federal 
spending  is  still  up. 


25%    Percent  of  GNP 


Desert  Storm 

(without  allied 
contribution)       ++ 


v++w  24.9% 
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The  Bush  years... 
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Federal  spending 

Without  deposit  insurance                          **"*  /o 
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Federal  receipts 

19.1% 
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All  Across  Europe, 

AsTheNewDatArrives, 

SoDowe. 


a*a 


Porit  IjouLs-Pbilippe,  Rms. 


FRANC F 


ITALY 


s\\  EDEN 


SPAIN 


BFU.Il  M 


With  The  most  nonstops  TO  Europe  . 

It  happens  in  London  and  in  Paris  just  as  the  cities  start  to  stir. 

It  happens  in  Frankfurt  and  Munich,  in  Zurich  and  Milan.  In  Stockholm,  Glasgow, 

Brussels,  Manchester  and  Madrid.  All  across  Europe,  American  arrives 

just  as  the  day  begins.  So  whatever  brings  you  to  Europe, 

fly  the  airline  that  has  brought  Europe  closer  than  ever  before. 

As  close,  in  fact,  as  tomorrow  morning. 

AmericanAirlines 

Something  special  to  Europe. 


Schedules  subject  to  change 


SWITZERLAND 


SCOTLAND 


ENGLAND 


GERMANY 
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The  deficit  deteriorates... 
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Reagan  general 
government  defi- 
cits never  got  as 
big  as  under  Ford. 
But  the  rebound 
was  slower,  and 
has  now  been  re- 
versed by  in- 
creased spend- 
ing at  both  the  lo- 
cal and  federal 
level.  Still,  the  U.S 
is  not  out  of  line 
with  its  economic 
competitors. 


Deficit  distress  ebbs  and  flows  in  a 
distinctly  odd  way.  Forbes'  crude 
measure:  We  asked  the  Nexis  database 
to  list  all  New  York  Times  editorials 
containing  the  words  "federal"  and 
"deficit"  within  two  words  of  each 
other.  The  Titneshas  a  bellwether  role 
in  America's  media  because  it  is  the 
hometown  paper  of  the  Manhattan- 
based  national  TV  networks,  and  is 
also  read  by  the  would-be  New  York- 


Federal  deficit 
as  percent 
of  GNP 


Mentions  of  the  federal  deficit 
in  New  York  Times  editorials1 


*    watching? 


i       '88       '90 
■  1980  numbers  based  on  incomplete  data.  -Through  October 
Sources:  OECD;  1992  Bur 


Concern  with  the  federal  deficit 
seems  only  loosely  related  to  its  size. 


ers  exiled  in  smaller  journalistic  garri- 
sons across  the  country. 

Our  chart  below  left  shows  that 
Times  editorial  writers  did  not  appear 
to  extend  official  recognition  to  the 
federal  deficit  as  an  issue  in  the 
months  preceding  the  1980  presiden- 
tial election,  although  it  was  relatively 
high  in  that  year.  During  the  cam- 
paign, from  June  through  October, 
there  were  just  five  mentions.  Equally 
mysteriously,  official  recognition  has 
been  withdrawn  from  the  issue  after 
the  1990  tax-and-spend  budget 
"compromise."  In  between,  men- 
tions of  the  deficit  moved  against  its 
actual  trend  several  times,  with  a 
marked  tendency  to  strengthen  in 
presidential  election  years. 

It  would  be  cruel  to  conclude  that 
the  New  York  Times  editorial  writers 
are  interested  in  the  federal  deficit 
only  as  a  weapon  to  use  against  tax 
cuts  and  Republican  Presidents. 

Of  course,  the  federal  deficit  is  only 
part  of  the  story.  In  the  U.S.,  state  .\\k\ 
local  governments  perform  many 
functions,  such  as  education,  that  in 
many  countries  are  the  responsibility 
of  central  government.  To  make  in- 
ternational comparisons,  the  Org&ni 
/ation  of  Economic  Cooperation  & 
Development  lumps  all  levels  ofgo> 
eminent  together  (right). 

Some  U.S.  state  and  local  govern 
incuts  have  been  running  surpluses 


Adding  them  in,  the  U.S.  "genera 
government"  deficit  experience  look 
less  alarming.  It  is  also  not  radically 
out  of  line  with  those  of  other  indus 
trial  economies.  (And  has  been  less  so 
Japan  ran  deficits  of  up  to  5.5%  ofGM 
in  the  late  1970s;  Germany  endurec 
3.7%  of  gnp  in  the  early  1980s 

But  the  U.S.  general  deficit  is  now 
deteriorating  again — with  or  witfaou 
the  New  York  Times  {above). 


General  government  deficit  as  percent  of  GNP.1990 
Japan  France  U.K. 


...and  how 
does  it 
compare? 


American  government  deficit*  not  out 
of  line  with  industrial  countries. 
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The  economy 

50%  Government  spending  as  percent  of  GDP 


45 


40 


Ronald  Who? 


Total  government  spending 


Spending  by  all 
levels  of  govern- 
ment in  the  U.S. 
barely  broke  step 
in  the  Reagan 
years  and  is 
ing  to  new 
peacetime  highs. 
Education  helps. 


25 


20 

15 
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Spending  on  education  by  private  institutions1 


More  important  than  the  deficit  is  the 
government's  share  of  gnp.  This  is  at  a 
peacetime  high — higher  even  than 
during  the  Vietnam  War  (above).  The 
U.S.  is  now  about  where  the  welfare 
states  of  Western  Europe  were  in  the 
early  1970s,  almost  within  range  of 
the  post-Thatcher  U.K.  (bottom  left). 
Any  modest  reduction  in  federal 
spending  during  the  Reagan  years 
tended  to  be  counteracted  by  growth 

Government  spending  as  percent  of  GNP,  1989 

Closing  the  gap 


49.7% 


51.7% 


36.1% 


32.9%* 


•A 


45.1% 


II 
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U.S.  governments  take  less  than 
most — for  now. 


at  the  state  and  local  level.  State  and 
local  spending  amounted  to  12.6%  of 
gross  national  product  in  1984; 
13.3%  in  1988;  and  is  running  at 
14.4%  in  1991.  But  under  Bush  the 
federal  government  has  joined  in  the 
party,  too. 

Another  measure  of  governments' 
total  claim  is  the  "Tax  Freedom  Day" 
computed  by  the  Washington,  D.C.- 
based  Tax  Foundation.  This  expresses 
the  share  of  national  income  grabbed 
by  all  levels  of  government  in  terms  of 
the  proportion  of  the  year  that  the 
average  American  in  effect  works  for 
the  government.  In  1980  Americans 
started  working  for  themselves  on 
May  1.  Bv  1984  they  had  advanced 
very  slightly  to  Apr.  28.  But  by  1988 
they  were  back  to  May  5 — and  by 
1991,  May  8. 

The  top  chart  shows  that  any  new 
spending  proposals  will  mean  unprec 
edented  growth  of  government-  -un 
less  other  spending  is  cut.  Every 
body's  favorite  candidate:  defense 
But  even  if  this  could  be  totally  elimi 
nated,  it  would  only  just  about  close 
the  federal  deficit. 

Forbes'  helpful  suggestion:  Cast  a 

cold  eve  on  education,  financed  large 
ly  by  state  and  local  governments  and 
now  about  equaling  defense 

Notwithstanding  incessant  whin 
ing,  the  education  industry  has  re 
tained  its  gnp  share  in  the  1980s,  thus 


growing  sharply  in  real  terms  even 
while  delivering  deteriorating  results. 
Education  spending  in  the  U.S.  takes 
more  of  GNP  than  in  industrial  rivals 
like  Japan  and  Germany — and  re 
member  the  U.S.  gnp  is  larger  (bot- 
tom right).  And,  unlike  other  coun- 
tries, U.S.  education  is  handsomely 
supplemented  by  private  spending. 
These  tacts  undercut  claims  that  we 
are  underspending  on  education. 

Government  spending  on  all  levels  of  education 
as  percent  of  GNP.  1986 
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U.S.  education's  share  is  high. 
its  private  supplement  unique. 
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WE     CAN     CHANGE     THE     FUTURE 


At  this  moment  there  may  be  a  fire  in  your  future. 
But  that  can  change.  You  can  put  out  a  future  fire  now, 
before  it  ever  starts. 

As  a  property  and  casualty  insurer,  we  know  the 
special  problems  of  the  plastics  industry.  We  know  its 
worst  nightmare:  fire.  And  we  know  the  steps  you  can 
take  to  help  prevent  one.  You  have  to  be  committed  to 
those  steps.  But  so  does  everyone  else  we  group  you 


with— plastics  people  like  you  who  share  the  same 
kinds  of  risks.  And  who  will  also  share  the  lowered 
premiums  and  the  possibility  of  dividends  that  come 
with  diligent  loss  control.  It's  that  way  for  every  in- 
dustry we  insure. 

Call  your  agent  or  broker  about  us  soon.  There's  no 
time  like  the  present  for  changing  the  future. 

Atlantic  Mutual,  45  Wall  Street,  New  York,  NY  10005 
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IT  PAYS  TO  BE  CAREFUL. 


SPECIAL  ADVERTISING  SUPPLEMENT 
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Nobody  knows  Brazil  better  than  the  people 

of  Banco  do  Brasil. 


That  phrase  was  coined  by  the  young, 
dynamic  new  International  Division  Director 
of  Banco  do  Brasil,  Emilio  Garofalo.  In  its 
183  years  of  experience,  Banco  do  Brasil  has 
gained  expertise  in  Brazil  as  well  as  abroad.  It 
has  built  a  tradition  as  a  sound  institution, 
capable  of  fulfilling  the  roles  that  contribute 
to  giving  the  country  a  competitive  position 
in  the  world  economy. 

While  speaking  about  the  initiative 
taken  to  increase  Banco  do  Brasil's  capital 
base,  Garofalo  paints  a  picture  of  the  bank's 
huge  size  and  importance,  not  only  as  a 
developmental  tool  within  the  country,  but 
also  in  its  international  activities.  The  bank  is 
a  point  of  reference  for  investors,  business 
people,  economic  agents  and  foreign  govern- 
ments that,  in  one  way  or  another,  have  or 
intend  to  carry  out  activities  or  enterprises 
in  Brazil. 

According  to  Garofalo,  the  next  increase 
in  Banco  do  Brasil's  capital,  its  first  in  14 
years,  should  be  approximately  US$400  mil- 
lion. That  increase  will  give  the  Bank's  inter- 
national division  the  means  needed  to  guar- 
antee the  plan  to  strengthen  its  network  of 
foreign  branches.  He  adds  that  it  is  a  funda- 
mental step  for  Brazil  to  be  able  to  consoli- 
date relations  with  its  largest  commercial 
partners  and  advance  within  the  new  world 
context  dictated  by  European  economic  uni- 
fication in  1992. 

For  the  Brazilian  banker,  the  need  to 
strengthen  Banco  do  Brasil's  overseas 
branches  is  the  result  of  yet  another  impera- 
tive: increasing  and  optimizing  the  current 
lines  of  business  in  order  to  expand  foreign 
trade  and  international  development.  An  out- 
standing area  of  operation  is  that  of  foreign 
exchange.  The  bank  has  historically  been  by 
far  the  largest  participant  in  the  global  for- 
eign exchange  market  in  Brazil,  which  his  at 
tained  the  significant  sum  of  US$50  billion 
(imports/exports).  It  is  also  involved  in  two 
lines  of  export  credit,  through  the  PROEX 
(administering)  and  FINAMEX  (operating) 


Banco  do  Brasil  is  already 
working  on  transforming  its 
Brussels  branch  into  a 
subsidiary,  thus  qualifying 
as  a  European  Community 
bank.  This  will  enable  the 
bank  to  remain  institutionally 
and  operationally  an  integral 
part  of  the  group  of  large 
banking  institutions  engaged 
in  international  finance. 


programs,  which,  for  example,  finance  the  ex- 
port of  Brazilian  airplanes. 

Garofalo  believes  that  the  bank's  net- 
work of  foreign  branches  will  receive  big 
market  support  to  help  commercial  opera- 
tions look  for  new  opportunities  to  raise 
funds  through  nontraditional  sources,  as  well 
as  in  its  routine  operations.  He  puts  special 
emphasis  on  the  fact  that,  "as  our  foreign 
agencies  are  strengthened,  we  can  offer  the 
different  economic  and  financial  sectors  bet- 
ter information  on  Brazil  than  any  other  inter- 
national banker." 
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Founded  in  1808,  Banco  do  Brasil  has  for  the 
past  183  years  played  an  important  role  in 
Brazilian  life,  exercising  the  functions  of  a 
central  bank,  a  governmental  financial  agent 
and  a  commercial  and  development  bank. 

Today  it  is  an  agile,  modern  financial 
conglomerate  that,  through  its  subsidiaries,  I 
acts  as  a  stock  and  exchange  broker,  provider 
of  credit,  financing  and  investment  agent. 
leasing  company,  insurance  agency,  and  fund  | 
and  credit  card  administrator. 

Currently,  there  are  44  units  in  its  for- 
eign network,  including  three  subsidiaries,  all 
of  which  are  strategically  located  in  32  coun- 
tries on  four  continents.  The)  act  as  funds  in- 
termediaries, open  lines  of  credit  and  offer 
high-quality  services.  Banco  do  Brasil  is  the 
largest  financial  institution  in  Latin  \merica 


Banco  do  Brasil  pla\s  an  important  role  in 
Brazil's  internal  affairs  Not  onl\  does  it 
reflect  a  type  o\  national  identity,  it  also  has 
significant  internal  participation  in  big  devel- 
opment projects  ind  programs,  as  well  as  in* 
sustaining  the  national  econoim 

\n  example  is  the  rr.ulinon.il  agricultural 
credit  mechanism  thai  the  hank  has  adminis- 
tered since  1938;  foi  half  a  centurj  it  has 
served  IS  .in  agent  for  farming  innovations 

and  incentives  for  boosting  production  anil 
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productivity.  The  bank  grants  credit  and 

bffers  producers  the  technical  assistance  of 

[he  bank's  own  agronomists  and  veterinarians. 

In  1991  Banco  do  Brasil  will  finance  two- 

hirds  of  the  summer  crop,  having  placed 

esources  worth  some  US$1.2  billion  at  the 

disposal  of  farmers  from  July  to  September, 

bs  well  as  distributing  US$229  million  for 

ranching,  investments  and  sales. 

Banco  do  Brasil  is  also  important  in  sup- 
porting the  industrial  sector,  complementing 
Assistance  from  the  National  Economic  and 
Social  Development  Bank  and  the  private 
banking  sector.  In  the  first  half  of  the  year 
alone,  the  bank  allocated  some  US$2.1 
billion  to  industry,  commerce  and  services, 
including  some  1,000  transactions  through 
the  Ouromaq  fund,  an  instrument  that  offers 
ncentives  to  industrial  modernization. 

Besides  its  credit  operations,  the  bank 
icts  through  share  holdings  in  311  national 
opcrajcompanies  that  include  such  diverse  areas  of 
^[activity  as  the  chemical,  petrochemical,  tex- 
tile and  steel  industries,  just  to  name  a  few 
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Ecology  and  the  environment 
always  receive  special  attention 
at  Banco  do  Brasil. 


Since  Brazil  is  the  fifth-largest  gold  producer 
in  the  world,  it  is  logical  that  the  word  "ouro" 
(gold,  in  Portuguese)  should  be  intimately  as- 
sociated with  Banco  do  Brasil.  It  serves  as  a 
trademark  for  a  wide  range  of  the  bank's 
products  and  services,  including  gold  checks, 
gold  card,  gold  fix  (fixed  income  fund),  gold 
life  (group  life  insurance)  and  others. 

One  of  the  new  products  in  this  line  is 
innovative  and  a  pioneer  on  the  market. 
Called  Live  Gold  (Ouro  Vivo),  it  consists  of 


Service  Points  Outside  the  Country 


Branches,  Offices  and 
other  Subsidiaries 


BANCO  DO  BRASIL 


Subsidiaries 

Banco  do  Brasil  A.G.  -  Vienna 

BB  Leasing  Co.  Ltd.  -  Grand  Cayman 

Brasilian  American  Merchant  Bank  (BAMB)  -  Grand  Cayman 


Abidjan 

Amsterdam 

Asuncion 

Barcelona 

Beijing 

Bogota 

Brussels 

Buenos  Aires 

Caracas 

Chicago 

Cidade  do  Leste 

Grand  Cayman 

Hamburg 

Hong  Kong 


Ecology  and  the  environment  always  receive 
special  attention  at  Banco  do  Brasil  which,  in 
the  past  15  years,  has  financed  more  than  40 
research  projects  and  work  in  areas  such  as 
preservation  of  the  Amazon,  establishing  a 
fire  inspection  system,  environmental  model- 
ing, monitoring  land  occupation,  evaluating 
the  impact  of  exploratory  activities,  localizing 
points  of  deforestation,  control  and  recupera- 
tion of  harmed  areas,  remote  sensoring  by 
satellite,  cleansing  polluted  water,  using  cat- 
alytic converters  to  reduce  gas  emissions  in 
motors  and  other  environmental  projects. 

On  September  6,  the  bank  signed  a 
protocol  with  the  Brazilian  Environmental 
Institute  to  revitalize  the  Tijuca  National 
Park  in  Rio  de  Janeiro,  the  world's  largest 
urban  forest. 
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Banco  do  Brasil  has 
approximately  700,000 
shareholders  other  than  the 
federal  government, 
21  million  clients  and  more 
than  4,600  assets  worth 
some  US$80  billion,  making  it 
the  largest  Brazilian  bank  in 
both  assets  and  net  worth. 
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circular  gold  bars  weighing  5,  10  and  20 
grams  that  have  the  Banco  do  Brasil's  guar- 
antee, including  the  guarantee  to  repurchase. 
It  offers  small  savers  and  collectors  a  safe  in- 
vestment alternative.  The  first  of  these  coins 
is  stamped  with  Amazon  motifs,  identifying 
the  bank's  concern  with  ecological  issues.  ■ 
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The  gross  feder- 
al debt  has  not  yet 
noarad  its  post 
World  War  II  peak. 
But  Ks  interest 
burden  is  sign rrV 
carrtty  heavier, 
although  still  quite 
small  relative  to 
Washington's  tax 
revenues. 


Sources:  Economic  Report  of  the  President.  2191:  OMB:  1992  Budget 


The  national  debt,  like  the  federal 
deficit,  is  one  of  those  sometime 
things,  at  least  in  terms  of  public 
attention. 

Actually,  the  national  debt  really  is 
a  sometime  thing.  It  goes  up  and 
down  relative  to  GNP,  not  only  as 
shown  on  our  chart  (above),  but  also 
after  the  Civil  War  (26%,  declining  to 
2%)  and  after  World  War  I  (about 
30%,  declining  to  16%). 

Gross  public  debt  as  percent  of  GNP,  1990 

And  have  they? 

101.1% 
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U.S.  public  debt  is  in  the  middle 
of  the  industrial  countries'  range. 


Nor  is  the  national  debt's  relative 
decline  necessarily  an  index  of  virtue. 
The  federal  government  could  be 
paying  it  off,  or  the  economy  could  be 
growing  faster  than  the  debt — or,  be- 
cause it  is  denominated  in  nominal 
terms,  it  could  be  reduced  in  real 
terms  by  inflation.  This  is  basically 
what  happened  after  World  War  II. 

Having  said  that,  the  national  debt 
is  definitely  growing  again.  This  has 
disappointed  optimists  who  had 
hoped  that  by  the  late  1980s  the  U.S. 
would  reach  the  happy  point  at  which 
its  budget  deficits  would  be  exceeded 
by  economic  growth. 

Still,  U.S.  national  debt  is  not 
markedly  out  of  line  with  that  of  the 
other  major  industrialized  countries. 
And  this  is  not  just  courtesy  of  the 
Italians  and  Canadians,  the  notorious 
black  sheep  twins  in  the  Group  of 
Seven.  The  Japanese  debt  also  ex- 
ceeds the  U.S.  total. 

But  there's  a  problem:  If  national 
debt  is  a  sometime  thing,  the  interest 
burden  of  the  national  debt  is  not. 
This  rose  from  2%  of  GNP  in  1980  to 
3.3%  in  1986,  a  record.  Then  it  sank 
slightly,  before  rising  to  3.4%  of  GNP 
in  1990. 

Paradoxically,  this  interest  burden 
is  far  above  that  generated  b\  vastly 
greater  levels  of  debt  in  the  1940s. 
Why?  Because  people  with  money  to 
lend  are  no  longer  willing  to  accept 


interest  rates  below  the  rate  of  infla- 
tion, as  they  once  were.  Awkward  for 
governments.  Good  for  savers — and, 
arguably,  belated  justice. 

OECD  figures  show  that  the  interest 
burden  generated  by  the  U.S.  general 
government  (3.3%  of  gnp  in  1989)  is, 
as  usual,  not  out  of  line  with  other 
industrialized  countries. 

But  it  is  increasing — up  from  3.1% 
in  1987. 


General  government  net  interest  payments 
as  percent  of  GNP/GOP,  1989 
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debt  rises— but  others'  are  still  higher. 
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Getting  to  gate  87  in 

Anyone  who  travels  on  business  knows  how 
hard  it  can  be.  Which  is  why  we've  made 
getting  AT&T  so  easy.  Even  at  public  phones 

two  minutes  isn't  always  easy 

that  aren't  automatically  connected  to  AT&T. 
If  you're  calling  long  distance  and  you  don't 
hear  'AT&T"  after  the  bong,  simply  hang  up. 

Getting  AW  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card).  You'll  be  assured  of  the  service 
you  depend  on,  at  the  prices  you  expect. 

Dial  10+ATT+O 

plus  the  area  code  and  number. 
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The  economy 

Everyone  has  heard  of  neoconser- 
vatism  and  neoliberalism.  However, 
there's  also  "neosocialism" — the  at- 
tempt of  governments  to  control, 
rather  than  actually  own,  the  means  of 
production,  distribution  and  ex- 
change. It  doesn't  show  up  on  our 
other  charts,  and  it  is  inherently  diffi- 
cult to  measure.  But  it  is  a  growing 
reality  in  American  life. 

One  common  if  crude  measure  of 
neosocialism  is  to  count  the  number 
of  pages  in  the  Federal  Register, 
which  records  all  rules  and  notices  by 
federal  agencies.  Our  chart  (right) 
shows  the  splash  of  regulatory  activity 
associated  with  World  War  II — and 
the  tidal  wave  of  regulation  unleashed 
under  Presidents  Nixon,  Ford  and 
Carter  in  the  1970s. 

Under  Reagan,  this  wave  was 
pushed  back — but  only  partway.  After 
churning  briefly,  it  got  under  way 
again.  And  1991  looks  like  a  storm - 
surge  year:  By  mid-November  the 
Register  already  had  more  pages  than 
for  all  of  1990,  and  an  informed  guess 
is  that  it  will  top  60,000 .  As  recently  as 
1954,  it  was  below  10,000. 

Which  ironically  implies  an  actual 
decrease  in  bureaucratic  productivity. 


Regulation  was 
checked  under 
Reagan,  but  all 
measures  suggest 
it  remained 
historically  high. 
Now  it's  surging 
again — and 
experts  say 
this  is  just 
the  beginning. 


100    Gross  Federal  Register  pages  (thousands) 
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Regulation  on  the  rise 


Our  chart  shows  that  spending  on  the 
federal  regulatory  apparatus  is  already 
at  a  new  high  relative  to  gnp. 

Every  measure  confirms  this  record 
regulatory  presence.  In  constant  dol- 


lars, regulator)'  spending  is  running 
16%  above  1980  levels,  according  to 
the  Center  for  the  Study  of  American 
Business  at  Washington  University  in 
St.     Louis.     Regulator)-    personnel. 
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WHO'S  MADE 

THE  TOP  10 

IN  EQUITY  RESEARCH 

FOR  20  YEARS? 


Federal  regulation  costs  as  percent  of  GNP  (in  1982  constant  dollars)  0.30% 

^y  "0.28 
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Sources:  Federal  Register:  Center  for  the  Study  of  American  Business  i 


i  costs  not  available  before  1 97C 


about  115,000  in  1990,  are  projected  A  major  cause  of  the  recent  surge: 

to  reach   122,400  in   1992,  finally  environmental  regulation,  including 

surpassing    the    previous    peak    of  the  Clean  Air  Act  of  1990. 

121,700  achieved  in  the  last  year  of  The  Bush  Administration  prom- 

the  Carter  presidency.  ised  a  kinder,  gender  attitude  toward 


the  environment.  It  has  certainly  been 
kinder  and  gender  to  the  Environ- 
mental Protection  Agency.  The  epa 
has  increased  its  staff  by  nearly  a  quar- 
ter in  the  last  three  years,  according  to 
the  Center.  Environmental  regula- 
tory spending  is  projected  to  rise  to 
nearly  40%  of  total  regulatory  costs  in 
1992.  It  only  got  15%  back  in  1970, 
the  epa's  inaugural  year. 

And  Murray  Weidenbaum,  direc- 
tor of  the  Center,  predicts  that  there's 
more  to  come.  Legislation  like  the 
recently  passed  Americans  with  Dis- 
abilities Act  and  the  current  Civil 
Rights  bill  guarantee  it. 

"There  are  a  lot  of  vague  standards 
that  can  only  be  determined  through 
litigation  and  through  the  regulatory 
process,"  he  says. 

By  the  end  of  the  Seventies,  there  was 
a  powerful  trend  in  the  U.S.  toward 
ever  more  government.  Ronald  Rea- 
gan succeeded  in  slowing,  stopping 
and  sometimes  even  reversing  this 
trend.  George  Bush  has  allowed  it  to 
resume. 

Socialism  may  be  dead  in  Eastern 
Europe.  But  neosocialism  is  alive  and 
well  in  the  U.S. A.  H 


From  day  one,  the  key  to  the 
enviable  success  of  Donaldson,  Lufkin  & 
Jenrette,  The  Equitable's  investment  banking  arm,  has  been 
the  superior  quality  of  its  research.  In  fact,  it's  known 
throughout  the  industry  as  the  "house  that  research  built!' 

DLJ  has  made  the  top  10  for  excellence  in  research  in 
Institutional  Investor's  annual  survey  every  single  year 
for  the  past  two  decades.  A  record  no  other  name  in  the 
securities  business  can  match. 

This  year,  DLJ  had  the  highest  percentage  of  analysts 
named  to  the  magazine's  prestigious  1991  "All- America 
Research  Team"  and  the  most  "First  Team"  selections— 
recognition  no  one  on  Wall  Street  can  match. 
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More  important,  the  strength  of 
DLJ's  equity  and  credit  research  has  helped 
make  the  firm  consistently  and  strongly  profitable  despite  the 
turbulence  in  recent  years  in  the  securities  industry.  In  fact, 
DLJ  has  grown  to  become  a  major  force  in  both  investment 
and  merchant  banking  and  in  fixed-income  markets. 

No  wonder,  then,  that  1991  is  turning  out  to  be  its 
best  year  ever. 

To  learn  more  about  the  strength  in  our  numbers, 
please  write  to  Richard  H.  Jenrette,  Chairman  and 
CEO,  or  Joseph  J.  Melone,  President  and  COO,  at  The 
Equitable,  787  Seventh  Avenue,  Dept.  A,  New  York, 
NY  10019. 


EQUITABLE 

STRENGTH  IN  NUMBERS 

©  1991  The  Equitable  Life  Assurance  Society  of  the  United  States,  NY,  NY  10019. 


Branch  Vinedresser  dreamed  up  his  name,  a  phony 
country  and  a  $1  trillion  claim  to  10%  of  the  world's 
oceans.  Some  folks  actually  believed  him. 

Dream  time's 
over 


By  William  P.  Barrett 

Branch  Vinedresser  created  the 
Dominion  of  Melchizedek  (Forbes, 
Jan.  7)  and  its  panoply  of  phony 
banks,  companies,  auditors  and  secu- 
rities. Well,  the  jig  is  finally  up.  Au- 
thorities arrested  him  last  month  at 
the  Incline  Village,  Nev.  offices  of 
Banco  de  Asia,  the  linchpin  of  his 
fictitious  empire.  The  charges:  parole 
violations. 

For  it  turns  out  that  Vinedresser,  38, 
has  quite  a  record.  His  real  name  is 
Mark  Logan  Pedley,  which  he  later 
changed  legally  to  Mark  Wellington .  A 
southern  California  native  and  father 
of  three,  he  is  a  genuine  bicoastal 
fraudster.  In  1983  Vinedresser  and  a 
former  California  deputy  attorney 
general  were  convicted  in  San  Francis- 
co of  mail  and  interstate  fraud.  The 
charge:  selling  land  that  they  didn't 
own  in  a  Sacramento  suburb.  Vine- 
dresser siphoned  off  escrow  funds  to 
rent  fancy  cars  and  make  other  invest- 
ments. He  got  three  years. 

In  1986  a  Boston  federal  court  jury 
convicted  Vinedresser  and  a  local  law- 


yer of  running  a  Mexican  peso  conver- 
sion scheme  during  1982  and  1983 
that  swindled  investors  out  of  an  esti- 
mated $6  million.  Sentence:  eight 
years  and  a  $25,000  fine. 

In  both  cases  a  fellow  codefendant 
and  the  arguable  ringleader  was  Vine- 
dresser's father,  David  Pedley,  who 
also  changed  his  last  name  to  Welling- 
ton. Once  called  "an  extraordinary 
con  man,"  Pedley  pere  ran  scams  from 
his  prison  cell  and  while  receiving 
witness  protection.  Convicted  four 
times  of  stock  fraud,  grand  theft  and 
counterfeiting,  father  Pedley  avoided 
standing  trial  with  his  son  because  he 
was  in  a  Mexican  prison — reportedly 
complete  with  a  cellular  phone  and  a 
girlfriend.  He  is  said  to  have  died  there 
in  1987,  although  some  U.S.  investi- 
gators still  have  their  doubts. 

Described  as  intensely  religious — 
"but  in  a  strange  way,"  one  ex-family 
lawyer  says — David  worked  on  his 
own  Bible,  which  he  called  the  Book 
of  Melchizedek.  It  apparently  became 
his  principal  legacy  to  his  only  son. 


Branch 
Vinedresser 
after  his  arrest 
Convicted 
fraudster  on 
both  coasts. 
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Paroled  in  late  March  1990  after 
total  of  six  years  behind  bars,  Vine 
dresser  built  that  legacy  into  his  nex 
scam.  Within  three  months  the  Do 
minion  of  Melchizedek,  supposed! 
an  ecclesiastical  sovereignty  locate< 
on  an  uninhabited  Pacific  island,  \va 
up  and  running.  From  offices  alon^ 
the  beautiful  shores  of  Lake  Tahoe 
Vinedresser — who  drew  his  nev 
name  from  a  Biblical  passage  abou 
fatherhood — issued  bank  and  corpo 
rate  charters  to  other  con  men  for  ; 
fee,  and  to  himself  free.  He  used  fa: 
and  telephone  drops  around  th< 
world  to  create  the  impression  tha 
phony  securities  he  generated — like 
Equicurrency — had  real  value. 

So  convincing  was  Vinedresser  tha 
he  got  the  state  of  Nevada  to  accep 
Melchizedek  incorporation  papers  fo. 
Banco  de  Asia.  He  even  sent  pan  o 
his  father's  Melchizedek  manuscrip 
to  inquiring  regulators. 

Melchizedek  was  only  Vinedres 
ser's  first  domain.  He  next  got  influ 
ence  over  an  o-t-c  company,  renamed 
Currentsea.  It  prompdy  claimed  ir 
public  filings  to  own  10%  of  tht 
world's  oceans,  worth  SI  trillion,  anc 
at  one  point  on  paper  sported  a  S500 
million-plus  market  value  (Forbes 
Oct.  28). 

Forbes  articles  and  follow- up> 
about  Vinedresser  intrigued  various 
law  enforcement  officials.  Among 
them:  Lee  Webb  and  Kay  Barker 
detectives  with  the  Washoe,  No 
County  Sheriffs  Office.  Investigating 
an  unrelated  matter  in  Incline  Village 
in  early  September,  Barker  ran  across 
the  name  of  one  Cynthia  Wellington. 
"She's  got  the  weird  husband  who 
started  his  own  country,"  Barker  was 
told.  That  key  lead  to  Yincdrc- 
legal  last  name  sealed  his  fate. 

Authorities  in  the  I'.S.  and  Ontar 
k>,  Canada  say  new  charges  alleging 
advance  fee  fraud  probably  will  be 
lodged  against  Vinedresser,  who  at  a 
minimum  will  have  to  serve  the  re 
maining  2  years  of  his  parole.  Cur 
rentsea's  marketmakers  have  stopped 
handling  the  stock  at  the  befk 
regulators,   dooming   the   company 
Vinedresser?  1  fc*s  positively  inscruta* 
ble.  "1  learned  it  all  from  my  father;  I 
had  yean  of  lessons."  he  savs  in  a 
phone  interview  from  the  Sacramen- 
to, Calif  count)   jail,  "Me  was  the 
most  godly  man  1  knew  "  WM 

Forbes  ■  December 9,  l*>\ 
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[Ihel  Way  to  Rent  a  Car: 


More  than  just  fast,  Hertzl  Club  GokTis  the  best  way  ever  to  rent  a  car. 


When  you  rent  from  Hertz,  you  expect  the  best 
service  in  the  business.  And  you  get  it  with  Hertz  #1 
Club  Gold  membership. 

With  Gold  Service*  there's  no  lines,  no  paperwork, 
nothing  to  slow  you  down.  You  go  straight  from  the 
courtesy  bus  to  our  exclusive  weather-protected  can- 
opy. \bur  name  in  lights  directs  you  to  your  car  with 
the  trunk  open  and  everything  ready  to  go.  One  quick 
check  at  the  gate  and  you're  on  your  way. 

For  your  information:  Rate  available  at  partici- 
pating corporate  airport  locations  and  may  be  higher 
in  some  metro  areas.  Blackout  periods  apply  and 
availability  is  limited,  especially  in  peak  periods. 


Advance  reservations  are  required.  Standard  rental 
qualifications  apply  and  cars  must  be  returned  to 
renting  location.  Taxes  and  optional  items,  such  as 
refueling,  are  extra.  For  reservations  call  your  Travel 
Agent  or  Hertz  at  1-800-654-3131. 


!48 


a  day 


Lincoln  or  similar  car 


Optional  LDW  03 
a  day  or  less 


Hertz  rents  Fords  and  other  fine  cars. 

•  RKi  US  PAT  OFF  C  HF.RTZ  SYSTF.MS  INC  1W1 


AMERICA'S  WHEELS 


As  a  feminist  I  am  outraged  by  attempts  to  turn 
flirting  into  a  federal  crime. 

Cultural  fascism 


Sarah  J.  McCarthy,  a  Pittsburgh  restaurateur 
and  writer,  has  been  published  in 
Humanist,  Midstream,  Learning  and  several 
college  textbook  anthologies.  Her  published 
articles  include  "Pornography.  Rape  and  the  Cult 
of  Macho"  and  "Why  Johnny  Can't  Disobey." 


On  the  same  day  that  Ted  Kennedy 
asked  forgiveness  for  his  personal 
"shortcomings,"  he  advocated  slap- 
ping lottery-size  punitive  damages  on 
small-business  owners  who  may  be 
guilty  of  excessive  flirting,  or  whose 
employees  may  be  guilty  of  talking 
dim-.  Senator  Kennedy  expressed  re- 
grets that  the  new  civil  rights  bill  caps 
punitive  damages  for  sexual  harass- 
ment as  high  as  $300,000  ( depending 
on  company  size),  and  he  promises  to 
push  for  increases  next  year.  Note  that 
the  senators  have  voted  to  exempt 
themselves  from  punitive  damages. 

I  am  the  owner  of  a  small  restau- 
rant/bar that  employs  approximately 
20  young  males  whose  role  models 
range  from  Axl  Rose  to  John  Belushi. 
They  work  hard  in  a  high-stress,  fast- 
paced  job  in  a  hot  kitchen  and  at  times 
they  are  guilt)'  of  colorful  language. 
They  have  also  been  overheard  telling 
Pee  wee  Herman  jokes  and  listening 
to  obnoxious  rock  lyrics.  They  have 
discussed  pornography  and  the)  have 
flirted  with  waitresses.  One  chef/ 
manager  has  asked  out  a  pretty  blonde 
waitress  probably  100  times  in  three 
years.  She  seems  to  enjoy  the  game, 
but  always  says  n<>  Everyone  calls 
everyone  else  "I  loney"  it's  a  ritual, 
a  waj   of  softening  what  sound  like 
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barked  orders:  "I  need  the  medium- 
rare  shish  kebab  nowV 

"Honey"  doesn't  mean  the  same 
thing  here  as  it  does  in  women's 
studies  departments  or  at  the  eeoc. 
The  auto  body  shop  down  the  street 
has  pinups.  Perhaps  under  the  vigilant 
eyes  of  the  feminist  political  correct- 
ness gestapo  we  can  reshape  our  em- 
ployees' behavior  so  they  act  more  like 
nerds  from  the  Yale  women's  studies 
department.  The  gestapo  will  not  lack 
for  potential  informers  seeking  puni- 
tive damages  and  instant  riches. 

With  the  Civil  Rights  Bill  of  1991 
we  are  witnessing  the  most  organized 
and  systematic  assault  on  free  speech 
and  privacy  since  the  McCarthy  era. 
The  vagueness  of  the  sexual  harass- 
ment law,  combined  with  our  current 
litigation  explosion,  is  a  frightening 
prospect  for  small  businesses.  We  are 
now  financially  responsible  for  sexual- 
ly offensive  verbal  behavior,  even  if 
we  don't  know  it  is  occurring,  under  a 
law  that  provides  no  guidelines  to 
define  "offensive"  and  "harass- 
ment." This  is  a  cultural  fascism  un- 
matched since  the  Chinese  commu- 
nists outlawed  hand-holding,  decora- 
tive clothing  and  premarital  sex. 

This  law  is  detrimental  even  to  the 
women  it  professes  to  help.  I  am  a 
feminist,  but  the  law  has  made  me 
fearful  of  hiring  women.  If  one  of  our 
cooks  or  managers — or  my  husband 
or  sons — offends  someone,  it  could 
cost  us  SI 00,000  in  punitive  damages 
and  legal  expenses.  There  will  be  no 
insurance  fund  or  stockholders  or  tax 
payers  to  pick  up  the  tab. 

When  I  was  a  feminist  activist  in 
the  Seventies,  we  knew  the  dangers 
of  a  pedestal — it  was  said  to  be  as 
confining  as  any  other  small  place  \a 
we  were  revolted  ^\nd  outraged  bv  the 
woman  hatred  in  violent  pornogra 
phy,  we  reminded  each  other  that 
education,  not  laws,  was  the  solution 
to  our  problems  In  Women  Against 
Sexist  Violence  in  Pornography  and 


Media,  in  Pittsburgh,  we  were  we 
aware  of  the  dangers  of  encroachin 
on  the  First  Amendment.  Fre 
speech  was,  perhaps  more  than  any 
thing  else,  what  made  our  country 
grow  into  a  land  of  enlightenmem 
and  diversity.  The  lesbians  among 
were  aware  that  the  same  laws  used  t< 
censor  pornography  could  be  use 
against  them  if  their  sexual  expres 
sions  were  deemed  offensive. 

We  admired  powerful  women  writ- 
ers such  as  Marge  Piercy  and  poets  like 
Robin  Morgan  who  swooped  in  fro 
nowhere,  writing  break-your-chai 
poems  about  women  swinging  fro 
crystal  chandeliers  like  monkey  vine 
and  defecating  in  punch  bowls.  Are 
we  allowed  to  talk  about  these  poems 
in  the  current  American  workplace? 

The  lawyers — the  prim  women  and 
men  who  went  to  the  politically  cor- 
rect law  schools — believ  e  with  sopho- 
moric  arrogance  that  the  solution  to 
all  the  world's  problems  is  tort  litiga- 
tion. We  now  have  eternally  compli- 
cated questions  of  sexual  politics 
judged  by  the  shifting  standards  of  the 
reasonable  prude. 

To  the  leadership  of  the  women's 
movement:  You  do  women  a  disser- 
vice. You  ladies — and  I  use  that  term 
intentionally — have  trivialized  the 
women's  movement.  You  have  made 
us  ladies  again.  You  have  not  consid- 
ered the  unintended  effects  of  your 
sexual  harrassment  law .  You  ar^ 
ing  that  too  many  things  men  say  and 
do  with  each  other  are  too  rough - 
and  tumble  for  us.  Wielding  the  pow- 
er of  your  S300,000  law  suits,  you  are 
frightening  managers  into  hiring  men 
over  women.  I  know  that  I  am 
frightened.  You  have  installed  a  dou- 
ble pane  o\  glass  on  the  glass  ceiling 
with  the  help  of  your  white  knight  and 
protector.  Senator  Kennedy. 

Y6u  and  your  allies  tned  to  lynch 
Clarence  Thomas.  You  alienate  your 
natural  allies.  Men  and  women  who 
wanted  to  work  shoulder  to  shoulder 
with  you  are  now  kxiking  over  their 
shoulders.  You  have  made  women 
into  china  dolls  that  if  broken  come 
with  a  $300,000  price  tag.  The  nan 
intrigue,  nuances  and  run  offlirtj 
have  been  made  into  criminal  activitv. 

We  women  are  not  as  delicate  and 
powerless  .in  you  think    We  do  not 
want  victim  status  in  the  workpL. 
Don't  trv  to  foist  it  on  us.  ■■ 

Rlfbei  ■  December  *J.  1^1 


--- 


v 
1-; 


ADVERTISEMENT 


MASSACHUSETTS 
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By  Jonathan  Goldman 


n  a  single  five-month 

1         stretch  of  1991,  20 
companies  based  in  the 
Commonwealth  of 
Massachusetts  made 
I    debuts  in  the  public 
equity  markets,  according  to  IDD 
Information  Services,  a  provider  of 
investment  industry  data.  Initial 
public  offerings  came  from  Chipcon, 
Progress  Software,  Haemonetics, 
ImuLogic  Pharmaceutical,  Boston 
Advanced  Technologies  and  the  like; 
the  names  alone  provide  a  roadmap 
to  Massachusetts'  high-tech  future. 
But  other  industry  groups  were 
represented,  too,  including  food, 
retailing  and  plastics — testimony  to 
the  Commonwealth's  diversified 
economy. 

Even  in  a  period  of  strain  in  the 
national  and  regional  economy, 
emerging  growth  companies  are  alive 
and  well  and  living  in  Massachusetts. 


"The  core  industry  clusters  in 

our  economy  would  be  the  envy  of  most 

nations.  All  are  expected  to  be  among 

the  fastest  growing  sectors  of  the  national 

and  world  economy. 

Beyond  particular  industries,  the 

Commonwealth  is  on  the  leading  edge 

of  a  wide  range  of  emerging  technohgies 

that  can  drive  growth  and 

underpin  the  region's  prosperity  well  into 

the  future,  from  electronics  to  biology 

to  new  materials. 

The  strong  technology  and  skill  base  here 

provides  the  flexibility  to  spawn  new 

industries  as  new  needs  emerge." 

—  Michael  Porter, 

"The  Competitive  Advantage  of 

Massachusetts" 
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Their  vigor  is  a  sign  of  the  strengths 
that  will  buoy  all  Massachusetts 
companies — large  as  well  as  small, 
established  as  well  as  startup — as  the 
Commonwealth  approaches  the  21st 
century.  These  strengths  include  a 
flair  for  innovation,  a  talent  for 
technological  leadership,  a  highly 
skilled  work  force  and  a  powerful 
entrepreneurial  drive. 

Massachusetts  is  an  increasingly 
attractive  place  in  which  to  do 
business  and  live.  To  explain  why, 
this  special  supplement  will  highlight 
the  Commonwealth's  leading  attrac- 
tions, including  its: 

•  Knowledge  base 

•  New  climate  for  business 

•  Financial  services 

•  Excellent  infrastructure 

•  Manufacturing  strength 

•  Tourism  and  travel  appeal 

•  Quality  of  life. 
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AN  IMPRESSIVE 
KNOWLEDGE  BASE 


r 

or  centuries,  the  residents 
of  Massachusetts  have 
shown  a  rare  knack  for 
turning  new  ideas  into  realities.  The 
American  Revolution  was  a  case  in 
point,  the  industrial  revolution 
another.  Not  surprisingly,  the 
Commonwealth's  economic  history  is 
studded  with  firsts:  the  nation's  first 
vertically  integrated  factory,  the  first 
telephone,  the  first  electrical  trans- 
former and  the  first  analog  and  digital 
computers.  Today,  Massachusetts' 
products  include  the  world's  most 
popular  spreadsheet  and  the  world's 
fastest  massively  parallel 
supercomputer. 

Massachusetts  firms  draw  on 
intellectual  resources  that  are  second 
to  none.  The  state's  120  places  of 
higher  learning  include  a  remarkable 
concentration  of  world-class  institu- 
tions for  teaching  and  research.  Fully 
one-half  of  all  Nobel  Prize  winners  in 
the  U.S.  have  been  affiliated  with 
Massachusetts  institutions.  Although 
it  ranks  tenth  in  population  among 
the  states,  Massachusetts  boasts  the 
second-highest  number  of  science  and 
engineering  Ph.D.s  in  the  nation. 

The  availability  of  highly 
specialized  knowledge  and  skills  has 
played  an  increasingly  important  role 
in  stimulating  business  growth — 
making  Massachusetts  a  world  center 
for  the  information  technology 
industry,  among  others.  In  the  Boston 
area,  hundreds  of  computer  firms 
have  spun  off  from  local  universities 
to  manufacture  hardware  and 
precision  instruments,  develop 
software  and  create  new  products  lor 
telecommunications  and  information 
retrieval.  There  are  more  than  1,200 
Massachusetts  companies  in  the 
software  sector  alone. 

"Massachusetts  businesses  have 
greatly  benefited  from  the  excellent 


educational  heritage  provided  by 
schools  like  M.I.T.  and  Harvard,  and 
from  the  outstanding  continuing  edu- 
cation programs  offered  by  schools 
like  Northeastern,  Boston  University 
and  Worcester  Polytechnic  Institute," 
notes  Ronald  L.  Skates,  president  and 
CEO  of  Data  General  Corp.  'This 
state's  strong  educational  infrastruc- 
ture has  played  and  continues  to  play 
a  major  role  in  the  success  of  Massa- 
chusetts companies."  Data  General  is 


Photo  courtesy  Of  Harvard  News  Office 


one  Massachusetts-based  firm  that 
survived  the  shrinking  market  for 
minicomputers  by  successfully 
repositioning  itself  as  a  manufacturer 
of  computer  systems  for  industry, 
business,  education  and  government. 
Health  care  is  another  field  in 
which  the  presence  of  world-class 
institutions  has  nurtured  private- 
sector  growth.  The  preeminence  oi 
the  Commonwealth's  hospitals, 
physicians  and  laboratories  has  long 
been  recognized.  On  a  per  capita 
basis,  Massachusetts  gets  twice  as 
main  National  Institutes  ot  I  lealth 
research  grants  .is  any  other  state,  and 
it  is  equally  distinguished  as  .1  center 
for  medical  education. 


cals,  medical  research  and  medical 
instruments  have  sprung  up  around 
Massachusetts  hospitals.  Indeed,  the 
state  is  home  to  13%  of  all  U.S. 
companies  in  these  industries. 

Environmental  technology  is 
yet  another  specialized  field  to  find  a 
home  in  Massachusetts.  This  relatively 
new  sector  already  includes  some 
1300  firms.  It  owes  its  genesis  both  to 
the  knowledge  base  available  and  to 
the  state's  relatively  stringent  envi- 
ronmental regulations.  Having  alread) 
learned  to  help  clients  comply  with 
tough  in-state  standards,  Massachu- 
setts' environmental  firms  are  well 
prepared  to  help  clients  in  other  states 
and  countries  meet  rising  standards. 

As  can  be  expected  for  a  state 
that  thrives  on  smarts,  Massachusetts 
has  had  to  reinvent  itself  many  times 
over.  With  little  in  the  way  of  natural 
resources,  agricultural  land  or  energy 
reserves,  the  Commonwealth  has 
learned  to  adapt  to  changing  times. 
Once  a  major  center  for  textile  and 
shoe  manufacture,  Massachusetts 
overcame  the  post-World  War  II  flight 
of  these  industries  by  becoming  a 
leading  maker  of  minicomputers  and 
military  electronic  equipment.  Today, 
as  these  industries  stabilize  or  taper 
off,  attention  is  shifting  to  emerging 
industries. 

While  this  transition,  like  those 
of  the  past,  has  been  painful  for  some, 
it  has  also  created  distinct  advantages 
for  businesses  seeking  to  relocate  or 
expand  in  the  state:  moa'  affordable 
real  estate  tor  plants  and  offices  and  a 
larger  pool  oi  highly  skilled  workers 
from  which  to  choose 
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n  one  ot  the  more  drama- 
tic turnarounds  ot  recent 
*  years    Massachusetts  has 
also  gotten  its  own  fiscal  house  in 
order.  In  their  tirst  10  months  in 
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Fidelity  Investments: 
A  Name  Americans  Trust 
For  Their  Financial  Needs 
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eare 
simply 
'oingforyou  what  you 
mild  do  for  yourself, 
fyou  had  the  facilities, 
ime  and  inclination. . ." 

t 

-Ijdward  C.Johnson,  2d 
in  an  annual  report  to  shareholders, 
August  1946 

At  fidelity  Investments 
f Boston,  Massachusetts, 
hats  as  true  today  as  it 
vas  45 years  ago.  And 
ve'll  keep  working  to 
lead  the  way  in  providing 
the  investments  and  ser- 
vices you  need  to  help 
you  reach  your  goals. 


The  Fidelity  Building,  Boston-Headquarters  of  Fidelity 
Investments. 

Fidelity's  Common 
Sense  Approach  To 
Investing 

Our  search  for  the  best  investment 
opportunities  takes  us  to  companies  all 
over  the  world  in  a  hands-on,  fundamental 
approach  to  uncovering  value.  As  profes- 
sional money  managers,  our  job  is  to  make 
each  investment  count  in  working  toward  a 
specific,  carefully  considered  long-term 
objective.  And  that's  the  same  philosophy 
we  use  in  trying  to  help  you  plan  and  invest 
for  your  goals. 


Fidelity  Can  Help 
You  Manage  Your 
Investments 

Managing  your  money  today  is  more 
important  than  ever,  but  it  doesn't  have  to 
be  harder. 

Fidelity  keeps  constantly  searching 
for  ways  to  simplify  your  investing.  From 
24-hour  account  service  to  automated 
ways  of  investing  directly  from  your  bank 
into  a  Fidelity  fund  account,  we'll  make 
sure  you  have  access  to  the  tools  you  need 
to  help  you  invest  for  your  future. 

Tap  The  Resources 
OfA  Leader 

For  Fidelity,  there's  more  to  being  a 
leader  than  managing  more  mutual  fund 
assets  than  anyone  else.  You  can  also  turn 
to  Fidelity  for  a  wide  range  of  retirement 
plans,  a  college  savings  program,  and 
discount  brokerage.  Whether  you're  just 
starting  out  or  looking  for  more  from  your 
investments,  let  Fidelity's  Representatives 
give  you  the  facts  to  help  you  develop  a 
plan  that  makes  sense  for  you. 


Fidelity 


Investments 

Common  sense.  Uncommon  results. 


gl 


Fidelity  Distributors  Corporation, '82  Devonshire  St.,  Boston,  MA  02109 


CODE:  FORB/MDEV/120991 


ADVERTISEMENT  4 


MASSACHUSETTS 


office,  Governor  William  F.  Weld  and 
Lieutenant  Governor  A.  Paul  Sellucci 
worked  successfully  with  the  state 
legislature  to  balance  two  budgets.  In 
the  case  of  the  1991  budget  this 
required  eliminating  an  $850  million 
revenue  shortfall.  The  1992  budget 
had  an  estimated  shortfall  of  $1.8 
billion.  Both  budgets  were  balanced 
without  recourse  to  new  taxes.  In  fact, 
Massachusetts'  personal  income  tax 
will  drop  from  6.25%  to  5.95%  at  the 
start  of  1992,  with  further  cuts 
possible  in  the  years  ahead. 


Governor.  "We're  all  singing  from  the 
same  sheet  of  music." 

The  Massachusetts  business 
community  has  been  quick  to  appreci- 
ate the  changing  tenor  of  state 
government.  "Business  people  are 
more  comfortable  here  now.  Their 
faith  in  the  competence  of  state 
government  has  been  restored,"  says 
Daniel  Daly,  the  Commonwealth's 
director  of  economic  development. 
"And  it  didn't  take  five  years  and  18 
commissions  to  do  it.  It  was  done 
quickly,  on  a  bipartisan  basis  and 


The  Commonwealth's  fiscal 
stability  reflects  a  new  level  of 
political  stability.  Weld,  a  Republican, 
meets  regularly  with  the  Democratic 
leadership  in  both  houses  oi  the 
legislature.  "We're  all  in  basic 
agreement  that  you  don't  ravage  the 
safety  net,  that  you  don't  get  out  of 
fiscal  balance,  that  you  don't  spend 
money  you  don't  have,"  says  the 
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without  fighting  World  War  III  in  the 
legislature." 

A  series  of  specific  tax  measures 
has  also  helped  make  Massachusetts  a 
more  favorable  environment  tor 
business.  A  tax  on  professional 
services  was  repealed,  and  a  research 
and  development  tax  credit  passed — 
the  most  favorable  such  measure  in 
the  country.  Other  proposals  on  the 


table  would  give  tax  credits  for  job 
creation  and  employee  training,  and 
expand  the  investment  tax  credit. 

These  measures  would  come  on 
the  heels  of  progress  Massachusetts 
has  already  made  in  its  comparative 
tax  status.  In  the  late  1970s,  Massa- 
chusetts' tax  burden  per  $1,000  of 
personal  income  was  well  above  the 
national  average.  By  1988,  Massachu- 
setts ranked  43rd  among  the  50  states 
on  this  measure.  And  it  ranked  49th 
among  the  states  in  its  use  of  non-tax 
revenues  such  as  fees,  as  measured 
against  $1,000  of  personal  income. 

While  it  is  creating  a  more 
attractive  tax  environment,  the 
Commonwealth  is  also  embarking  on 
an  aggressive  program  of  regulatory 
reform.  Governor  Weld  has  can- 
vassed business  leaders  for  help  in 
identifying  outmoded  or  unnecessary 
rules.  "We're  going  to  scrap  our 
antique  regulations,"  says  Weld,  "but 
we're  going  to  hold  the  line  on  clean 
air  and  clean  water  standards.  In  any 
case,  the  business  community  doesn't 
want  us  to  turn  back  the  clock  on  the 
environment.  The  quality  of  life  here 
is  important  to  them,  too." 
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inancial  services  compa- 
nies have  long  plaved  a 
central  role  in  Massachu- 
setts' economv.  The  state 
is  home  to  60  venture  capital  firms. 
For  the  past  40  years,  companies  like 
these  have  invested  in  emerging 
technologies  and  served  as  a  major 
source  of  capital  tor  voung  enterprises 
across  the  country. 

Massachusetts  is  also  home  to  a 
number  oi  major  mutual  fund 

companies  including  Fidelity 
Investments.  With  $140  billion  in 
assets  Fidelity  is  the  largest  mutual 
fund  company  in  the  I  S  Many 
factors,  including  the  presence  o\ 
venture  capital  tirms  insurance 


Signs  of  Strength: 
Sense  of  Perspective 


t's  time  to  focus  on 
New  England's  strengths. 


Our  region  has  deep  economic  roots.  But  with  all  the  gloomy 
economic  news,  it's  been  difficult  to  keep  our  underlying 
strengths  in  perspective. 

At  Bank  of  Boston  we're  confident  about 
our  region's  long-range  economic  prospects— 
because  New  England  has  many  unique  and 
enduring  strengths. 
Our  region's  internationally  recognized  colleges 
and  universities  will  continue  to  attract  and  keep  some  of 
the  finest  minds  in  the  world.  And  those  minds— 800,000 
strong— will  continue  to  turn  ideas  into  world-beating 
industries. 

Ironically,  research  shows  that  a  slow  I 


economy  doesn't  block  entrepreneurs,  it 
fuels  them.  Even  in  the  days  of  li  percent  Ifoffl 
unemployment,  in  1975,  the  number  of 
new  business  startups  in  New  England  grew. 

Evidence  says  this  is  the  best  place  in  America  to 
grow  a  business.  New  England  states  are  #1,  #2,  #4,  and 
#5  in  the  country  in  the  number  of  fast  growing  privately 
held  companies  per  capita. 

In  the  global  economy,  we've 
got  a  headstart  on  trade  with  the  New 
Europe,  East  and  West.  One  study 


found  that  New  England  companies— more  than  any  other 
region's— were  planning  to  change  their  production  strategies 
to  mesh  with  the  integrated  European  economy. 

With  our  region's  ties,  trading  savvy,  technological 
leadership— even  its  geographic  proximity— we  see  the  new 
Europe  as  customers,  not  competitors. 

Our  region  will  deliver  the  goods  to  its 
new  and  old  customers,  thanks  to  farsighted 
public  investments  like  the  Artery-tunnel  project, 
modernization  of  Logan  International  Airport,  and 
Connecticut's  highway  improvement  program. 

New  Englanders  also  possess  special  values.  Values 
of  perseverance,  integrity,  vision,  and  pride— particularly 
pride  in  New  England  as  a  special  place  to  live. 

At  Bank  of  Boston  we  have  deep  roots  in  this  region. 
In  our  207  years,  we've  seen  good  times  and  bad.  And 
through  it  all,  we've  helped  people  and  businesses  survive, 
rebound,  and  grow.  We  remain  confident 
about  the  future. 

We're  urging  New  England  leaders  to 
share  our  confidence,  to  focus  on  our  region's  M  • 
unique  and  underlying  economic  strengths.  And  to  remember 
that  among  those  strengths  is  a  bank  that  still  believes  in 
New  England. 


BANK  OF  BOSTON 
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companies  and  custodial  banks,  have 
nurtured,  development  of  the  mutual 
fund  industry  in  the  state. 

"Boston  is  really  a  hub/'  says 
Tracey  Gordon,  senior  communica- 
tions specialist  at  Fidelity.  "Whenever 
a  company  does  a  road  show  for  its 
stock,  Boston  is  always  on  the  agenda. 
Analysts  from  brokerage  firms  always 
come  through  Boston.  In  one  room 
they  can  see  30  to  50  people  who 
manage,  all  told,  $300  billion  to  $400 
billion  in  assets.  Meanwhile,  by 
investing  in  the  most  sophisticated 
telecommunications  and  computer 
technology,  a  Boston-based  company 
like  Fidelity  can  tap  into  every 
business-related  event  throughout  the 
world." 

Massachusetts  also  has  a  highly 
sophisticated  infrastructure  of 
commercial  banks,  including  three  of 
the  nation's  largest  banks,  nearly  70 
nationally  chartered  banks,  eight 
foreign  banks  and  500  state-chartered 
financial  institutions. 

Unfortunately,  some  Massachu- 
setts financial  institutions  will  require 
years  to  recover  fully  from  recent 
losses  on  commercial  real  estate — the 
result  of  serious  over-building  in  this 
sector  during  the  1980s.   However, 
recent  consolidation  within  the 
banking  industry  suggests  that 
recovery  is  on  the  way.  In  acquiring 
the  insolvent  Bank  of  New  England, 
Fleet /Nors tar — a  strong  super- 
regional  bank  that  previously  had  no 
presence  in  Massachusetts — brought 
new  capital  into  the  Commonwealth's 
economy.  A  wave  of  further  Massa- 
chusetts bank  mergers  is  expected  to 
follow.  This  will  bolster  weakened 
institutions  and  hasten  the  day  when 
well  capitalized  banks  once  again 
compete  with  one  another  for 
commercial  lending  customers  in 
Massachusetts. 

Bank  of  Boston,  which  has 
called  Massachusetts  home  for  two 
centuries,  is  decidedly  upbeat  about 


the  Commonwealth's  future.  "With 
its  vibrant  entrepreneurial  heritage, 
world-class  educational  opportunities 
and  growing  service  sector,  Massa- 
chusetts remains  a  crucible  for 
innovation,"  says  Ira  Stepanian,  the 
bank's  chairman  and  CEO.  "Our  state 
enjoys  a  worldwide  reputation  for 
excellence  and  serves  as  an  important 
gateway  to  the  new  Europe — and 
beyond." 

In  Massachusetts,  even  long- 


EXCELLENT 
I\FRASTRI(TIRE 

assachusetts'  strategic 
location  in  the 
Northeast  puts  it 
within  striking  range  of  major  North 
American  markets.  It  is  one  hour's 
flight  from  67%  of  the  Canadian 
market  and  40%  of  the  U.S.  market. 
Logan  Airport,  less  than  two  miles 
from  downtown  Boston,  is  the  14th 


jrtesv  ol  Massachusetts  Other  or  Travel  jnd  Tourism 


established  financial  institutions  may 
show  an  entrepreneurial  streak.  State 
Mutual,  for  example,  a  diversified 
insurance  company  with  a  147- year 
history  in  the  city  of  Worcester, 
recently  spawned  a  subsidiary  called 
440  Financial  Services.  It  offers  share- 
holder accounting,  fund  accounting, 
telemarketing  and  other  back-office 
services  to  a  nationwide  clientele. 

According  to  Jack  O'Brien,  State 
Mutual's  CEO,  the  company's 
Worcester  location  is  very  favorable. 
"We  have  an  ideal  work  force,  low- 
training  costs  and  very  good  access  to 
the  market.  440  Financial  Services  is 
based  on  new  technology.  With  13 
colleges  in  the  area,  Worcester 
provides  the  educated  workers  that 
we  need." 


busiest  airport  in  the  world  and  the 
seventh-ranking  U.S.  airport  for 
international  travel. 

From  the  days  of  triangular 
trade  routes  in  Colonial  times  to  the 
present,  trade  has  been  a  major  factor 
in  the  Massachusetts  economy.  All  o\ 
the  Commonwealth's  deep-wader 
seaports,  including  Boston,  are  a  full 
day  closer  to  Europe  than  any  other 
seaport  in  the  U.S.  Major  north  south 
interstate  highways  and  the  Mas 
chusettS  Turnpike,  which  runs  a 
west,  are  within  minutes  c4  Bosto 
airport  and  seaport 

rhe  Massachusetts  Tort 

Authority  (Massport)  owns  and 
operates  l  ogan  Airport  as  well  as 
Boston's  seaport  facilities     rhe 
pin  ate  sector  needs  to  move  goods 
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IF  YOU'RE  EXPANDING, 
RELOCATING  OR  BUILDING  A  BUSINESS  IN  MASS- 
ACHUSETTS, call  Boston  Edison  first. 
Weil  not  only  assist  you  with  site  finding, 
but  serve  as  your  information  resource 
for  local  and  state  taxes,  demographic 
data  and  financial  incentives.  for 
manufacturing  companies,  significant  rate 
discounts  are  available.  plus,  we  can 
show  you  a  number  of  energy-efficient 
options  which  could 


it's  all  part  of  our 
investment  in  the  future  of  the  mass- 
achusetts economy.  an  investment  that  will 
go  a  long  way  in  assuring  an  environ- 
mentally sound  and  reliable  power  supply 
to  fuel  the  growth  of  your  business  and 
the  region. 

Call  boston  edison's  economic 
development  department  at  (617)  424-2969 
and  see  how  we  can  help.  who  knows. 

it  could  be  love  at 


HELP  YOU  SAVE  MONEY. 


BOSTON  EDISON 


FIRST  SIGHT. 
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services  and  ideas  to  every  comer  of 
the  globe,"  says  Alden  Raines, 
Massporfs  executive  director.  "Our 
goal  at  Massport  is  to  provide  first- 
class  facilities — a  guarantee  that 
Massachusetts  businesses  have  the 
access  to  world  markets  that  they 
need."  A  sweeping  SI  billion,  10-year 
modernization  program  has  been 
planned  for  Logan  Airport.  Right 
now,  four  new  air  cargo  buildings  are 
rising,  and  a  fifth  is  on  the  drawing 
boards. 


company  will  shift  phone  traffic  to  a 
new  fiber  optic  loop  it  is  building 
around  Boston.  According  to  Paul  C. 
O'Brien,  New  England  Telephone's 
president  and  CEO  "We're  investing 
in  Massachusetts'  future  because  all 
the  strengths  that  brought  us  prosper- 
ity in  the  past  are  still  here  to  be 
tapped — an  educated  and  productive 
work  force,  an  entrepreneurial  spirit, 
some  of  the  world's  finest  colleges, 
universities  and  medical  centers  and 
an  outstanding  quality  of  life."  A 


To  assure  that  its  highways  will 
meet  21st  century  demands,  the 
Commonwealth  is  undertaking  two 
massive  construction  projects: 
depression  of  the  Central  Artery,  now 
an  elevated  highway  through  down- 
town Boston,  and  extension  of  the 
Massachusetts  Turnpike  to  Logan 
Airport  via  a  new  tunnel  under  Boston 
Harbor.  In  addition  to  creating  more 
than  10,000  jobs  and  opening  urban 
vistas,  the  projects  will  benefit 
companies  throughout  the  region  that 
ship  goods  through  Boston. 

While  these  projects  could 
potentially  disrupt  telephone  cables 
carrying  17  million  calls  a  day,  New 
England  Telephone  is  turning  that 
challenge  into  an  opportunity  to 
upgrade  its  existing  network.  The 


state-of-the-art  telecommunications 
infrastructure  can  be  added  to  that  list 

Today,  Massachusetts'  exports 
total  $1 1  billion  annually,  with 
Canada,  Japan,  Germany  and  the  U.K. 
the  leading  buyers;  industrial  machin- 
ery, computer  equipment,  electronics 
and  instruments  are  the  leading 
products. 

State  government  takes  an 
active  hand  in  helping  to  build  trade. 
"We  have  a  twofold  missior 
Abbie  Goodman,  who  heads  the 
Commonwealth's  Office  of  Interna- 
tional Trade  and  Investment.  "We're 
helping  Massachusetts  companies 
export  their  goods  and  services  and 
form  strategic  alliances  abroad,  and 
we're  working  to  attract  foreign  direct 
investment  in  the  state." 


To  help  open  doors  abroad  and 
alert  local  businesses  to  opportunities 
in  foreign  markets,  Governor  Weld 
led  a  trade  mission  to  Asia  last 
summer.  This  was  quickly  followed 
by  Partners  for  Trade,  a  government- 
sponsored  training  seminar  series 
dealing  with  key  issues  in  interna- 
tional trade. 
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assachusetts  has 
excelled  at  manufac- 
— — «  hiring  ever  since  the 
early  19th  century  when  the  introduc- 
tion of  interchangeable  machine  parts  ^^^ 

in 


and  the  steam  engine  launched 
America's  industrial  revolution- 
Today,  the  Commonwealth 
an  outstanding  site  for  quality 
manufacturing,  as  the  high  skill  level 
of  Massachusetts  workers  is  matched 
by  a  strong  work  ethk. 

Bull  HN  Information  Systems 
exemplifies  some  advantages  of 
manufacturmg  in  Massachusetts.  Bull 
HN  is  a  subsidiary  of  Paris-based 
Groupe  Bull,  one  of  the  world's  ten 
largest  computer  companies.  It 
provides  hardware,  software  and 
consultation  services  for  customers 
needing  open,  distributed  information 
systems.  It  has  nearly  8,000  employ- 
ees in  North  America,  3 .200  in 
Massachusetts. 

Groupe  Bull  operates  in  more 
than  90  countries  around  the  globe, 
and  it  places  manufacturing  facilities 
wherever  it  makes  economic  sense  to 
do  so.  Instead  of  moving  its  arcuit- 
board  manufacturing  to  a  court: 
with  lower  wages,  the  cunyany  re- 
cently opted  to  upgrade  an  existing 
plant  in  the  Brighton  section  of 
Boston.  FoUowmgaS17miIhon 
investment,  this  highly  efficient  plant 
has  reduced  manufacturing  time  for 
some  products  from  two  weeks  to  less 
than  one  dav   The  inner-chV  work 
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You  INVESTED  MILLIONS 

in  your  COMPUTERS. 

This  FREE  BOOK  will  help 

you  SAVE  it. 
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I.S.  planning?  We  wouldn't  be 
surprised  if  this  is  one  book  you 
won't  be  able  to  put  down. 

Because  it  not  only  shows  you 
how  to  protect  your  past  invest- 
ments in  Bull,  IBM?  DEC*  and 
other  vendor  systems. 

It  gives  you  a  comprehensive 

inside  look  on  how  to  enhance  them. 

•♦»>       m<&>*       »— 

Introducing  the 

Distributed  Computing 

Model. 

The  Distributed  Computing 
Model  is  our  blueprint  for  systems 
integration. 

Using  this  architecture,  we  can 
connect  your  different  networks. 

And  get  applications  based  on 
one  standard  to  run  with  applica- 
tions based  on  another. 

So  instead  of  being  hamstrung 
by  one  technology,  you  can  take 
advantage  of  many. 

Buying  and  using  the  best  solu- 
tion no  matter  who  it  comes  from. 

What  you  buy  and  plan  for  will 
work  both  today  and  tomorrow. 


0d  ^PUtlog  Mode, 


Since  Bull  is  a 
founding  member  of  OSF,  the  Model 
is  totally  compliant  with  OSF's 
Distributed  Computing  Environment. 
....      ^  ^  m — •— 
Leap  into  the  future. 

Or  tiptoe. 

....— _^^.<^>-^^b_  .... 

"Where  do  I  start?  What  products 
do  I  use?  How  fast  should  I  go?" 

Because  the  Model  is  so  flexible 
you  can  enhance  your  system  with 
open  systems  technology  at  what- 
ever pace  is  right  for  you. 

And  our  consulting  services  can 
help.  Recommending  ways  your 


icurrent  systems  can  work  better, 
regardless  of  vendor. 

Call  1-800-233-BULL. 
...»      ^  flE  ^      «... 

Of  course,  we're  not  claiming  this 
is  easy.  If  it  were,  anyone  could  do  it. 

The  difference  is,  we  already  have. 
Configuring,  implementing  and 
supporting  multi-vendor  systems 
for  private  industry  and  governments 
around  the  world. 

Helping  people  respond  faster,  work 
smarter  and  be  more  competitive. 

So,  before  you  develop  your  I.S. 
plan  send  in  the  coupon  or  call 
1-800-233-BULL,  ext.  2220.  And 
we'll  rush  you  our  free  book. 


IBM  is  o  registered  trodemorlc  ol  itie  Inlernolional  Business  Machines  Corporation  DEC  is  o  registered  trademark  ol  the  Digital  Equipment  Corporation.  ©  1991  BULl  HN  Information  Systems  Inc. 
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MASSACHUSETTS 


force  at  the  plant  includes  speakers  of 
24  different  languages. 

According  to  Axel  Leblois, 
president  and  CEO  of  Bull  HN,  the 
Brighton  plant  is  truly  a  global 
competitor.  "Bull's,  key  mission  is  to 
help  its  customers  achieve  the  best 
competitive  edge  from  their  informa- 
tion technology.  The  achievements  at 
the  Brighton  facility  demonstrate  that 
quality-conscious  and  efficient 
producers  can  compete  globally." 

Companies  that  choose  to 
locate  their  manufacturing  in  Massa- 
chusetts can  benefit  from  a  number 
of  private-sector  incentives.  For 
example,  Boston  Edison  is  one  of 
several  electric  utilities  in  the  Com- 
monwealth now  offering  economic 
development  rates — discounts  for 
manufacturers  who  build  plants  or 
expand  their  facilities  in  the  state.  As 
3ernie  Reznicek,  Boston  Edison's 
CEO,  explains,  "Our  discounts  on 
electric  rates  are  substantial.  On  top 
of  that,  we're  helping  manufacturing 
companies  identify  potential  sites  for 
their  plants.  And  we're  also  giving 
cash  rebates  to  customers  who 
purchase  the  most  energy-efficient 
equipment.  All  in  all,  we're  putting 
out  the  red  carpet  for  businesses — 
adding  to  the  other  excellent  reasons 
for  locating  plants  in  Massachusetts." 


TRAVEL  AND 
TOURISM  APPEAL 


ome  28.5  million  visitors 
come  to  Massachusetts 
annually.  Few  states  can 
rival  the  Commonwealth's  combina- 
tion of  natural  beauty  and  historical 
heritage.  In  few  places  can  a  traveler 
enjoy  such  variety  in  so  short  a  time: 
from  the  high  dunes  of  Cape  Cod  to 
Boston's  historic  Beacon  1  fill,  from 
New  Bedford's  whaling  port  to  the 
fall  foliage  in  the  Pioneer  Valley,  from 
the  music,  theater  and  dance  of  the 
Berkshires  to  the  historic  charm  of  Old 


Sturbridge  Village  and  Plimouth 
Plantation.  In  Massachusetts,  a  rich 
cultural  life  is  available  all  seasons  of 
the  year — whether  the  Boston 
Symphony  Orchestra  at  its  summer 
quarters  in  Tanglewood  or  winter 
home  in  Symphony  Hall,  the  Museum 
of  Fine  Arts,  the  Boston  Ballet,  the 


Aboard  the  U.S.S.  Constitution  in  ^ 

Charlestown.  Massachusetts  is  on  the  leading     * 

edge  in  advanced  technology  and 

entrevreneurship,  while  maintaining  a  sense 

of  history  and  tradition. 


Photo  courtesy  of  Massachusetts  Office  of  Travel  and  Tourism 

Worcester  Art  Museum  or  any  of 
dozens  of  other  attractions. 

"I'm  a  Brit,"  says  Robin  Brown, 
general  manager  of  Boston's  Four 
Seasons  Hotel,  "and  it  took  me  a  year 
to  appreciate  all  that  this  city  has  to 
offer.  People  don't  realize  what 
impact  the  arts,  education  and  health 
care  have  on  tourism  here.  One  of  the 
oldest  theaters  in  America,  the  Wang 
Center,  has  just  been  renovated,  and 
it's  one  of  the  most  spectacular 
theaters  you  will  ever  see. 

"Our  hotel  is  near  the  Public 
Garden,  the  oldest  park  in  America. 
As  a  company,  Four  Seasons  believes 
Strongly  in  Boston.  That  s  win  we're 
embarking  on  an  $8  million  renova 

tion  oi  our  hotel.  We  see  excellent 
potential  tor  SUCCeSS  in  Boston 


Tourism  is  the  Common- 
wealth's second-largest  industry  (afte 
health  care),  accounting  for  nearly  $7 
billion  in  direct  spending  and  over  $3  ] 
billion  more  in  indirect  spending,  and] 
employing  more  than  200,000  Massa- 
chusetts residents.  The  state  can 
accommodate  anything  from  family 
vacations  to  sales  meetings  to  full- 
blown conventions. 

There  is  substantial  room  for 
further  growth  in  tourism,  and  the 
Massachusetts  Office  of  Travel  and 
Tourism  is  working  closely  with  the 
private  sector  to  see  that  it  occurs.  As 
Sarah  Mann,  director,  points  out:  "For  j 
every  dollar  the  state  spends  on 
tourism,  it  gets  back  $8  for  the  general  | 
fund.  Thafs  why  we're  marketing  the 
state  aggressively  as  a  travel  destina- 
tion— not  just  domestically,  but 
abroad  as  well.  We  already  get  1 .5 
million  international  tourists  everv 

J 

year.  On  average,  each  of  them 
spends  between  two  and  five  times 
what  a  domestic  visitor  spends." 


=T|   QIALITYOFLIFE 

Many  of  the  same 
features  that  make 
Massachusetts  a 
I  popular  destination  for 
travelers  also  make  it  a  wonderful 
place  to  live.  The  Commonwealth 
balances  the  pleasures  ot  a  cosmopoli- 
tan but  manageable  city,  Boston,  with 
easy  access  to  the  out-of-doors — 
whether  dramatic  coastline  rolling 
farmland  or  hill  country.  Whether 
their  tastes  run  to  skiing  or  surfing 
berry-picking  or  antiquing  Ma>sachu- 
setts  residents  find  the  activities  ot 
their  choice  close  at  hand 

1  shall  enter  on  no  encomium 

upon  Maasachusetta;  she  needs 

none,    laid  Paniel  Webster  in  183(1 

There  she  b    Behold  her  .md  nidge 
tor  \  ourselves 

Since  Webeta  stime  auHkN 

long-term  residents  and  new  arrivals 
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LOwItWillTake  More 
Than  Beautiful  Scenery 
Of  Massachusetts!)  Movetou. 


So  we're  offering  something 
else:  a  state-of-the-art  telecom- 
munications network  that  will  give 
your  business  the  competitive 
edge  it  needs  today. 

For  instance,  New  England 
Telephone  has  the  largest  fiber 
optic  network  in  New  England. 
And  we're  currendy  increasing 
that  network  - jns^ingovex  150,000  fiber 
miles  in  Massachusetts  alone.  Which  means 
your  business  will  enjoy  faster  data  transmission. 

)rtunity  to  transmit 


voice  and  data  over  a  single  line. 

For  over  100  years  New  England 
Telephone  has  been  helping  com- 
panies in  Massachusetts  succeed. 
With  state-of-the-art  telecommuni- 
cations, 24-hour  network  surveil- 
lance and  maintenance,  and  people 
with  expertise  in  every  area  of 
our  business,  we  can  do  the  same 
for  you.  In  fact,  when  you  consider  all  we  have 
to  offer  Massachusetts  businesses,  we  have  no 
doubt  you'll  (2)  New  England  Telephone 

be  mpVed .  A  NVNBX.  Company 
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ADVERTISEMENTS 


He  has  the  entire  city  of 
Boston  mapped  out  in  his 
mind,  and  the  warmth  and 
friendliness  of  the  Four 
Seasons  Hotel  written  all 
over  his  face.  And  he'll 
gladly  offer  you  hoth,  any- 
time. Because,  like  the 
rest  of  the  proud  and  help- 
ful staff  at  the  Four 
Seasons  Hotel  in  Boston, 
Anthony  realizes  that  the 
impression  you  have  of  his 
city  and  hotel,  depends  in 
part,  on  the  impression 
you  have  of  him. 


FburSeasonsHotel 

BOSTON 

Boylston  Street  Boston, 

Massackusetts  02116 

Pkone  (617)  338-4400  or 

(800)  332-3442 

AAA  Five  Diamond  Hotel 
AAA  Five  Diamond  Restaurant 
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Hotel.  Ltd 


Massport:  Moving  Massachusetts 

Boston's  Logan  International  Virpoii  .m<l  the  Port  of  Boston  arc  the  heart  <>t  New 

England's  economy.  These  Massachusetts  Port  iuthoritj  facilities  serve  million* 

of  passengers  and  move  ton-  of  cargo  each  year.   If  you're  doing  business  with 

Massachusetts,  you're  probabl)  doing  business  \Mtli  us 


NMMchuartU  Port  iuthorilj 

in  I'. nk  I'luta 

Boston,  M;i".n  lins.its  rjg]  io  ,t«i:i 

(617)973  v,(Hi 
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have  beheld  Massachusetts  and 
judged  her  excellent.  As  a  result, 
Commonwealth  has  been  a  magn 
not  just  for  entrepreneurs,  innova 
companies  and  success-minded 
investors,  but  for  enterprising  people 
from  all  walks  of  life.  For  Massachu- 
setts, a  high  quality  of  life  is  a  partial 
larly  valuable  asset  because  people  at 
truly  the  Commonwealth's  most 
precious  resource. 


- 


The  bandy  of  Cape  Cod  is  a  magnet  f 
and  is  part  of  the  quality  of  Mr  m  I 


rtesv  of  Massachusetts  Office  oi  Travel  and  Touria 


Massachusetts  has,  over  the 
centuries,  shown  a  striking  capacity 
for  rebirth.  Today,  all  the  ingredients 
of  economic  resurgence  are  once  more 
in  place:  the  knowledge  base,  the 
courage  to  innovate,  the  entrepreneur- 
ial drive,  the  skilled  and  motivated 
work  force,  the  pro-business  attitude 
of  government.  Taken  together,  they 
point  to  a  21st  centurv  in  which 
Massachusetts  will  play  a  very  conspio 
UOUB  part  on  the  world's  economic 
stage 

In  the  words  of  Daniel 
Gregory,  the  Commonwealth's 
secretary  ot  economic  affairs    Massa- 
chusetts will  surprise  you.  Our 
success  has  always  been  ■  matter  ol    » 
being  nimble.  Massachusetts  has  been 
first  befoie  and  it  ought  to  be  first 
again."  a 


Aulhor  loruthjn  Coklman  15  a  business  wn»«T  and 
sprrvhwntrT  N»%*\1  in  Amnr-  work  hoi 

apprarwl  rxtrreuxrh  in  national  financial  piWhliUm. 

DcMgnrd  S    HomM  v.  otnmurooahoos  In* 
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In  Ten  Months: 

Done 

D  Budget:  closed  fiscal  1991  in  balance 
with  no  new  taxes. 

□  Signed  a  balanced  1992  budget  with  a 
real  5.5%  decrease  in  spending. 

□  Repealed  the  5%  sales  tax  on  services. 

D  Passed  the  nation's  most  aggressive 
R&D  tax  credit. 


Doing 


□  Reforming  Worker's  Compensation 
to  reduce  business  costs. 

□  Eliminating  some  regulations  and 
streamlining  others  to  save  time  and 
money. 


To  Be  Done 


□  Triple  the  investment  tax  credit. 

□  Institute  tax  credits  for  new  jobs 
and  job  training. 


Satisfy  your  hunger 

for  more  I 

productivity...for  less! 

PCs.  Workstations.  Even  mainframes.  You've  spent 
millions  to  give  everyone  in  your  company 
some  kind  of  computer.  And  productivity  still  keeps 
going  down!  Now  what?  Do  you  scrap  everything 
and  start  over?  Or  do  you  call  Data  General  to  finally 
profit  from  your  expensive  computers? 
Our  AViiON  System-mainframe  power  that  fits 
in  a  pizza  box-can  quickly  and  affordably  increase 
productivity  for  much  lower  costs.  With  an  AViiON 
server  and  software,  your  PCs.  Macs,  terminals, 
workstations  and  networks -whether  you  have  10. 
100. 1.000  or  more-can  work  together  as  a  team. 
.And  with  a  starting  price  of  under  $100,000  you'll 
save  $4  million  or  more  compared  to  a  huge 
mainframe's  price.  Finally,  you  can  enjoy  all  the 
productivity  you  were  promised  from  computers. 
And  it's  as  easy  as  ordering  pizza. 

<"  1-800-DATA  GEN  | 

Data  General 
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The  ^/iiON  System. 
a  IS"  Y^/VJoffi     Mainframe  power  that 

-^  fife  in  7k  ni77a  Knv. 
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fits  in  a  pizza  box. 


Data  General 


Life  just  got 

a  whole  lot  easier! 


Mac  <S  a  («g«««r«a  trwMm*rk  ol  AppK  Co>npunr 


the  old  days  the  movie  biz  was 
icession-proof.  But  in  the  old  days 
:kets  didn't  cost  $7  and  up. 


in? 


e& 


ollywood  blues 


y  Lisa  Gubernick  and  Julie  Schlax 

OU  KNOW  things  are  tough  in  Holly- 
ood  when  Citrus,  a  high-priced 
ollywood  eatery,  offers  a  $25 
recession"  menu — at  half  the  price 
its  "gourmet"  fare.  The  modest 
past  includes  whitefish,  mashed  po- 
toes  and  mushroom  sauce — even 
ith  appetizer  and  dessert,  hardly  chic 
re  in  the  town  where  status  is  de- 
ned  by  whether  or  not  you  have  a  fax 
your  new  Porsche. 
Box-office  numbers  tell  the  tale, 
hich  is  sad  enough  to  make  the  flesh 
eddlers  shed  a  tear  or  two  over  a 
ottle  of  interesting  Chardonnay  at 
e  Polo  Lounge. 

According  to  Daily  Variety,  199 l's 
lomestic  box  office  will  be  $4.65 
)illion,  down  7.4%  from  last  year's 
5.02  billion. 

Grim  statistics  in  an  era  when  the 
ost  of  making  and  marketing  motion 
nctures  has  increased  to  an  average 


$38.4  million  per  film,  up  17.4%  in 
the  past  two  years. 

The  news  is  equally  grim  on  the 
small  screen:  Of  the  21  hours  in  week- 
ly prime -time  television,  an  average  of 
3  hours — or  one  entire  evening's 
worth — are  now  filled  by  so-called 
reality  programming  or  news  shows. 
They're  cheaper  to  produce — 
$600,000  an  hour,  versus  $900,000 
an  hour  for  dramas — and  naturally 
mean  less  work  for  actors  and  writers. 

After  a  decade  of  profligate  spend- 
ing, the  new  realities  are  tough  for 
some  to  swallow.  Kevin  Kline  wanted 
$3  million  to  star  in  Death  Becomes 
Her,  a  new  comedy  about  the  search 
for  the  fountain  of  youth  that's  going 
into  production  at  Universal  Pictures. 
Uncertain  whether  Kline's  presence 
would  pay  off  at  the  box  office,  Uni- 
versal chose  to  look  elsewhere. 

The   studio   got   Bruce  Willis,   a 


much  bigger  box-office  draw,  in- 
stead. Willis  gets  nothing  up  front 
but  is  effectively  guaranteed  at  least 
$3  million  once  the  film  starts  mak- 
ing money.  That's  just  one-third 
what  he  got  for  last  summer's  Hud- 
son Hawk. 

A  half-dozen  or  so  top-flight  per- 
formers, people  like  Arnold  Schwarz- 
enegger, Tom  Cruise,  Mel  Gibson, 
Kevin  Costner,  Julia  Roberts  and  Ed- 
die Murphy,  are  still  demanding  and 
getting  top  dollar.  But  many  other 
performers  and  writers  are  seeing 
their  usual  fees  slashed.  Some  second- 
tier  actors  are  taking  seven -figure 
cuts;  script  rewrites  that  once  fetched 
a  half- million  dollars  have  dropped  by 
half.  And  nobody's  getting  rich  these 
days  with  so-called  spec-scripts, 
which  spurred  studios  into  bidding 
frenzies  only  a  year  ago,  when  prices 
for  unsolicited  scripts  reached  as  high 
as  $3  million.  These  prices  have  virtu- 
ally disappeared. 

"We  have  discovered  that  Holly- 
wood is  not  only  not  recession-proof, 
it  is  particularly  recession-sensitive," 
says  entertainment  attorney  Peter  De- 
kom.  With  videocassettes  and  pay 
television,  "we  have  created  our  own 
worst  competition,"  he  says.  It 
doesn't  help  that  big-city  movie  ad- 
mission costs  as  much  as  $7. 

Moviegoers'  choice  to  stay  at  home 
has  clearly  cost  studios  dearly.  Ac- 


New  flicks  "Hook"  (left)  and  "Light  Sleeper" 
Will  Hollywood  finally  learn  how  to 
control  production  costs? 
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Our  Ads  Are  Designed  To  Have  Impac 


Our  Cars  Are  Designed 

10  ilGlp  flVOlQ  1L  For  1992,  Chevrolet 

offers  more  models  with  standard  4-wheel  anti-lock  brakes  (ABS) 
than  any  other  car  company  in  the  world.  ABS 
helps  retain  steering  control  even  while  braking 
around  wet  curves,  to  help  avoid  accidents. 

This  important  safety  feature  was  once  avail- 
able only  to  drivers  of  more  expensive  cars. 
But  GM  engineers  were  challenged  to     /^\, 
develop  a  new  system  that  is  more 
affordable.  As  a  result, 
for  1992  even  the 
lowest-priced 
Chevy  Cavalier 
has  ABS  as  stan- 
dard equipment. 

It's  one  clear  example  of  how  today's  Chevrolets 
combine  affordable  value  with  advanced  safety 

features.  For  more  details  on  Chevy's  advantages,  call  Chevrolet 

Fleet  Sales  at  1-800-248-2897. 


1  Chevrolet  and  the  Chevrolet  emblem  are  registered  trademarks  and  Chevy  and  Cavalier  are  trademarks  of  the 
GM  Corp.  ©1991  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America! 


The  Heartbeat  Of  America  Is  Winning; 

TODAY'S  FLEET  COMPANY  IS  CHEVROLET.^ 


FIDELITY  EMERGING  GROWTH  FUND 


Target  America's 

Fastest  Growing 

Companies 

Today's  new  products  and  technologies  could  be  the  path  to  tomorrow's  growth 
opportunities.  Fidelity  Emerging  Growth  Fund  gives  you  a  way  to  target  companies 
with  the  potential  for  rapid  growth.  This  aggressive  fund  invests  primarily  in 
stocks  of  small  companies  expected  to  achieve  accelerated  growth  in  earnings  or 
revenues.  Share  price  may  be  volatile. 

Call  today  and  learn  how  emerging  growth  companies  may  fit  with  your  long- 
term  investment  goals.  Start  with  just  $2,500;  $500  for  IRAs  or  Keoghs. 

No  Sales  Charge  Thru  1991! 




Call  24  hours  1-800-544-8888 


Fidelity  Emerging  Growth  Fund.  For  more  complete  information,  includ 
ing  management  fees,  expenses,  and  sales  charge,  please  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  You  may  have  a  gain  or  loss  when  you  sell 
vour  shares.  The  fund  will  impose  a  .75%  redemption  fee  on  shares  held  less  than  90  days. 
Fidelity  Distributors  Corporation,  P.O.  Box  660603,  Dallas,  TX  75266-0603. 


Fidelity 
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Investments® 

CODE:  FORB/FEG/120991 
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BOYS  &  GIRLS  CLUB 


For  millions  of  kids, 

doors  opened  when 

this  one  did. 

When  kids  walk  into  a  Boys  &  Girls 
Club  they  enter  a  safe,  nurturing 
environment.  One  where  a  trained, 
professional  staff  and  enriching 
activities  help  to  instill  the 
knowledge,  skills  and  confidence 
needed  to  succeed  in  life. 

Over  the  years  millions  of  kids  have 
come  through  our  doors.  Your 
contribution  helps  assure  those 
doors  will  continue  to  offer  access  to 
opportunity. 

Please  open  your  heart  and  give 
generously. 


BOYS  &  GIRLS  CLUB 

si  PPOR  i   mi  (  l  UB  iH.M 

Bl  ATS  mi    MR  11   1^ 


Entertainment 


cording  to  Dekom,  film  companies 
reap  S2.50  per  theatrical  customer, 
but  get  only  10  to  60  cents  per  viewer 
from  the  ancillary  markets. 

So  the  big  studios  are  thinning  theii 
staffs.  At  Paramount  Pictures,  for  in- 
stance, 100  staffers  will  be  eliminated 
by  year-end.  Back  in  the  early  1970s 
there  were  just  5  executives  running 
Paramount's  movie  department;  be 
fore  the  layoffs  there  were  as  many  as 
three  times  that. 

While  there  is  still  money  trickling 
in  from  Europe  (see  p.  140),  most 
deals  are  being  rewritten  so  that  per- 
formers are  shouldering  some  of  the 
risk.  Alan  Pakula  is  directing  Consent- 
ing Adults  on  a  modest  budget  of  S18 
million.  Full  payment  of  his  fee,  how- 


"We  have  discovered 
that  Hollywood  is  not 
only  not  recession -proof, 
it  is  particularly 


:iisl 


recession-sensitive. 


ever,  depends  on  bringing  the  film  in 
on  schedule  and  on  budget.  In  anoth- 
er instance,  Susan  Sarandon,  Willem 
Dafoe  and  director  Paul  Schraeder 
had  to  agree  to  work  for  half  their 
normal  pay  before  Carolco  Pica, 
would  agree  to  undertake  Light  Sleep- 
er, currendy  in  postproduction. 

But  this  kind  of  cost-cutting  is  pe 
ripheral.  Hollywood  seems  unable  to 
mend  its  profligate  ways.  Hook,  the 
TriStar  extravaganza,  is  reportedly 
budgeted  at  $100  million.  Directed 
by  Steven  Spielberg,  it  stars  Robin 
Williams  as  a  grown  up  Peter  Pan, 
Dustin  Hoffman  as  Captain  Hook 
and  Julia  Roberts  as  Tinkerbcll.  and 
conies  out  in  December.  The  stars  will 
end  up  with  40%  of  the  gross,  and  the 
picture  will  need  to  gross  over  $400 
million  in  worldwide  box  office  \nd 
home  video  just  to  break  even.  So  far 
this  year  only  two  other  movies,  Home 
Alone  *\nd  lennituitor  2.  have  done 
that  well. 

The  Hook  producers  even  tried  a 
little  recycling  to  cut  costs    ["hey  ap 
proached  Universal  to  see  it  the  studio 
would  be  interested  in  the  giant  ship 
that  was  pan  of  the  mon  or  one 

of  its  theme  parks  No  interest     there 
was  no  wax  it  could  DC  shipped  from 

California  to  Florida.  ■ 
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When  you  ship  $1.2  billion  worth  of  bananas 
worldwide,  a  small  flip  in  currency  exchange  rates 
could  make  a  big  difference  in  profits. 

Chiquita,  like  many  smart  international  com- 
panies, gets  a  good  grip  on  those  risks  with  curency 
options  at  the  Chicago  Mercantile  Exchange.  Hedging 
Deutschemarks,  Pound  Sterling  and  Yen,  Chiquita 
has  successfully  guarded  against  financial  bruising  for 
years.  And  because  80%  of  all  the  exchange  traded 
currency  worldwide  was  traded  on  the  CME's  Inter- 
national Monetary  Market,  they've  found  it  easy  to 
slip  in  and  out  of  currency  options  quickly. 

The  Chicago  Mercantile  Exchange  is  where  all 
information  that  impacts  foreign  exchange  prices 
comes  together.  So  it's  where  risk  managers  can  find 
efficient  pricing. 

Now,  it  will  become  even  more  efficient  with 
the  launch  of_  GLOBEX  -  the  computer 
network  that  expands  futures  and  options 
trading  around  the  world,  around  the 
clock. 


\ 


s 


If  you're  like  the 

top  bananas  at  Chiquita 

and  don't  want  your  international  earnings  frittered 

away,  the  CME's  currency  futures  and  options  should 

hold  great  appeal  for  you. 

Ssivs*  CHICAGO 
zssss:  MERCANTILE 
WSP  EXCHANGE® 

The  Exchange  of  Ideas 

1-800-331-3332  (U.S.  toll  free)  1-312-930-2316  (Chicago)  071-920-0722  (London)  03-3595-2251  (Tokyo) 


You  never  heard  of  Danny  Abraham?  That's  fine  with 
him.  He  made  a  fortune  dominating  a  niche  business 
and  he'd  as  soon  the  world  didn't  know  about  it. 

"An 
extraordinary 


peddler" 


By  Phyllis  Berman  with  Amy  Feldman 


S.  Daniel  Abraham?  A  67-year-old 
peddler  of  over-the-counter  drugs, 
Abraham  made  his  fortune  late  in  life 
and  would  just  as  soon  you  don't 
know  about  it.  It's  different  with  his 
product.  Abraham  wants  all  you 
weight-watchers  out  there  to  quaff 
plenty  of  his  Slim-Fast. 

Slim-Fast  is  the  hot-selling  meal- 
replacement  powder  that  has  be- 
come synonymous  with  easy 
weight  loss  to  one-fourth  of  the  50 
million  Americans  who  are  dieting 
at  any  given  time.  Just  mix  a  scoop 
of  powdered  Slim-Fast  formula  with  8 
ounces  of  low-fat  milk  twice  a  day,  for 
breakfast  and  lunch.  For  dinner  you 
can  feast  on  a  Slim -Fast  frozen  dinner. 
That  can  be  anything  from  turkey 
medallions  in  herb  sauce  with  rice 
pilaf  to  spaghetti  with  beef-and- 
mushroom  sauce.  Total  calories  per 
day:  1,200  to  1,300.  Fitness-con- 
scious George  Bush  has  been  among 
Abraham's  customers. 

Slim-Fast's  sales  total  an  estimated 
$650  million.  "It  is  one  of  the  great- 
est consumer  brand  success  stories  of 
the  last  decade,"  says  Stephen 
Hughes,  ConAgra,  Inc.'s  executive 
vice  president  of  sales  and  marketing; 
ConAgra  manufactures  and  markets 
Slim  Fast  fro/en  dinners  under  a  li 
censing  agreement  with  Abraham. 

Danny   Abraham    refused    to   talk 

with  Forbes.  He  cautioned  his  col 
leagues,  friends  and  even  liis  contacts 

at  chanties  that  he  didn't  want  them 
cooperating      with       FORBES.       He 
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wouldn't  even  supply  a  photograph. 

Why  so  shy?  A  good  guess  would  be:  - 
that  he  doesn't  want  potential  rivals  to; 
know  what  a  great  thing  he  has.  Abra- 
ham controls  more  than  70%  of  the 
estimated  $1.3  billion  appetite-sup- "l 
pressant       and       meal-replacement  4 
wholesale  market.  I'---0' 

The  Long  Beach,  N.Y.-born  entre- 1 
preneur  now  controls  100%  of  New  p~ 
York-based  Slim-Fast  Foods  Co.  He  j  ~ : 
also  owns  West  Palm  Beach -based    ":r 
Thompson  Medical  Co.,  which  mar-'-"1 
kets  diet  drugs  like  Dexatrim  and  J  *:iJA 
Appedrine.   Combined  sales:  about  "  •- 
$900  million.  It's  a  richly  profitable  J  im{ 
business,  requiring  little  capital  in 
vestment.  A  fair  guess  would  be  thatd*'  : 
Abraham  nets  7  cents  on  the  sale- 
dollar  after  all  expenses  and  taxes 
That  would  give  him  a  probable  net {-'- : 
income  this  year  of  more  than  S60 
million.  Put  a  modest  multiple  on 
those  profits,  say  12,  and  you  get  a 
man  whose  net  worth  is  well  over 
$700  million.  Then  add  in  Thompson 

Medical's  other  over-the-counter 
drugs,    like    Cortizone    5    skin    " 
cream  and  Tempo  antacid,  and 
Abraham  is  today  worth  well 
over  $800  million.  I.-  ; 

So  far,  only  one   large    L'-v; 
competitor  has  tried  to  cut 
in  on  Abraham's  high -mar- 
gined territory.  A  year  ago 
Clifton,  X.J. -based  Lederle 
Consumer  Health,  a  division 
of  drug  giant  American  C  a  ana 

mid  (1990  sales,  $4.6  billion-,  in- 
troduced its  replica  of  Slim -bast, 
called  Dynatrim.  Even  with  heaw  ad 
vertising  And  the  added  clout  that 
comes  with  selling  the  country's  top 
vitamin  line.  Centrum,  lederle  still 
garnered  less  than  15%  of  the  total 
$1  ..>  billion  market. 

Rig  success  came   late   to   Oanm 
Abraham.   It  took  him  4o  yean  to 
build  this  business.  He  has  onlv  one 
regret    He  now  tells  friends  and  col 
leagues  that  he  wishes  he  had  gotten 
rotten     rich    earlier.     Never     mind. 
though:    Dannj    is   reveling  in 
wealth.  Divorced,  with  four  grown 
daughters,  he  surrounds  himself  with 
appropriately  reed  slim  beauties  at  his  * 
modern  corporate   headquarters  in 
Manhattan 

Abraham  practices  what  he  preach 
es  He's  a  fitness  fanatic.  His  daih 
routine  begins  with  serious  exercise  in 
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^ph  he  private  workout  room  built  into 
^dl  lis  marble-  and  glass-decorated  Man- 
iuk  iattan  apartment,  followed  by  a  swim 
-tor  n  the  pool  atop  the  building.  At 
of  d  light,  he  occasionally  winds  down 
:e-suj  vith  a  boxing  match  with  a  friend. 
Wei  kVhether  at  his  home  in  Netanya, 
srael,  or  at  the  one  in  Palm  Beach,  he 
entit  )erforms  his  daily  swimming  ritual. 
[  No  Friends  say  he  often  pursues  attractive 
"H  women  half  his  age. 
base  When  he  first  became  big-time  rich 
una  ;three  years  ago,  he  did  just  what  he 
•  ani  had  always  wanted:  He  became  much 
iboy  more  active  on  behalf  of  Israel.  He  set 
itabl  up  an  organization  with  Representa- 
tive Wayne  Owens  (D-Utah),  a  mem- 
ber of  the  Europe  and  the  Middle  East 
Subcommittee  of  the  Foreign  Affairs 
Committee,  to  promote  cooperation 
and  future  economic  ties  between 
Arabs  and  Israelis.  Says  one  former 
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New  for  the  slightly  overweight 

From  a  not-too-respectable  business  to  partners  with  ConAgra. 


Slim -Fast  contractor,  "Danny  started 
flying  around  with  Owens,  visiting 
the  capitals  of  the  Middle  East."  He 
backed  the  launching  of  a  sophisticat- 
ed Jewish  weekly  called  The  Jerusalem 
Report,  edited  by  Hirsh  Goodman, 
the  Jerusalem  Posfs  former  defense 
correspondent.  He  also  helped  fi- 
nance a  business  school  at  Bar  Ilan 
University  in  Ramat  Gan,  Israel. 

Danny.  Abraham  grew  up  in  an 
Orthodox  Jewish  family  in  New  York, 
where  his  late  father,  Roy  Abraham, 
worked  as  a  pharmacist  and  dentist. 
He  never  attended  college.  Fresh  out 
of  the  U.S.  Army  at  age  21,  in  1945, 


Abraham  went  to  work  for  an  uncle's 
small  drug  company.  But  he  burned 
to  be  in  business  for  himself.  He  read 
an  ad  in  a  trade  publication  for  the 
maker  of  San-Cura  itch- relieving 
ointment  and  ended  up  buying  the 
company  for  $5,000.  That  company 
became  Thompson  Medical.  He  fi- 
nanced the  purchase  of  it  with  money 
he  had  saved.  He  hitchhiked  from 
town  to  town  visiting  druggists,  offer- 
ing them  free  samples  of  his  itch 
powder  in  exchange  for  their  placing 
his  posters  in  their  windows. 


As  the  years  went  by,  Abraham 
would  copy  or  modify  the  successful 
products  he  saw  in  local  pharmacies. 
He  hired  chemists  and  pharmacolo- 
gists to  assist.  Sometimes  Abraham 
would  purchase  a  tiny,  theretofore 
unsuccessful  product  from  another 
pharmaceutical  company.  In  no  case 
did  he  manufacture  a  product  himself. 
Instead,  he  always  contracted  out 
the  work. 

As  early  as  1956  Abraham  intro- 
duced his  first  diet  product,  Slim- 
Mint  gum,  a  benzocaine- based  prod- 


Kathie  Lee  Gifford  and  Tommy  Lasorda  speak  out  for  Slim-Fast 
Their  TV  ads  appeal  to  housewives  and  would-be  jocks. 
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uct  that  dulled  hunger.  Four  years 
later  he  came  out  with  his  own  diet 
capsules,  called  Figure-Aid,  in  com- 
petition with  Purex's  Ayds,  which  had 
a  lock  on  the  estimated  $50  million 
(sales)  market. 

Then,  in  1976,  he  brought  out 
Dexatrim,  his  first  really  big  product. 
Dexatrim  is  a  one-a-day  diet  pill  for- 
mulated with  the  powerful  and  con- 
troversial appetite  suppressant  phen- 
ylpropanolamine, or  ppa.  This  heavily 
advertised  diet  pill  became  the  best- 
seller in  its  category,  and  remains  so 
today.  In  1979  the  company's  sales 
hit  $50  million. 

But  it  was  Slim-Fast  that  really 
pushed  Abraham  into  the  big  time. 
Slim -Fast  was  first  introduced  in 
1977,  but  was  pulled  from  the  shelves 
that  same  year  when  59  dieters  died 
from  liquid  protein  diets,  some  of 
which  had  as  few  as  300  calories  per 
day.  Slim-Fast  was  not  involved  in  the 
deaths,  since  it  is  a  1,200-calorie-per- 
day  plan,  but  its  sales  disappeared  all 
the  same.  In  the  early  1980s,  as  the 
faddish  diet  market  changed  again, 
Abraham  reintroduced  Slim-Fast.  At 
the  time,  Dexatrim  sales  had  started 
to  taper  because  of  the  Food  &  Drug 
Administration's  concerns  about  ppa. 
Despite  the  concerns,  Thompson 
Medical's  sales  grew  from  $149  mil- 
lion in  1983  to  $197  million  in  1984, 
after  Slim-Fast  was  reintroduced. 

Danny  Abraham  makes  almost  ev- 
ery decision  by  himself  and  keeps  his 
eye  on  every  detail  of  the  business.  His 
marketing  insights  are  key.  He  super- 
vises the  design  of  packages  and  prod- 
ucts. For  example,  the  Slim-Fast  fro- 
zen dinners  were  originally  going  to 
be  marketed  in  pouches  that  could  be 
heated  up.  But  Abraham  insisted, 
based  on  a  gut  feeling,  that  customers 
would  prefer  that  the  dinners  come 
on  beatable  plates.  ConAgra's  test 
marketing  proved  him  right. 

Abraham  buys  his  company's  raw 
materials  himself;  he  visits  retailers 
himself-— no  longer  pharmacists  in 
small  Pennsylvania' towns  but  retailers 
like  Sam  Walton  himself,  whose  Wal 
Mart  stores  sell  .m  estimated  $100 
million  worth  of  Slim  hast  every  year. 

If  Abraham  is  unwilling  to  tie  up 
capital  in  manufacturing,  he  is  lavish 
with  money  tor  advertising  mk\  pro 
motion.    In    1990   he   spent   around 
$100    million    promoting    Slim  hast 


and  a  new,  thicker  shake  with  extra 
fiber  called  Ultra  Slim-Fast — about 
15%  of  sales — much  of  it  on  high- 
profile  television  campaigns.  He  per- 
sonally signed  Tommy  Lasorda,  the 
Los  Angeles  Dodgers  manager,  to 
appear  in  Slim-Fast's  ads  in  1989, 
promising  that  the  company  would 
contribute  to  Lasorda's  favorite  chari- 
ty if  the  ballplayer  stuck  to  the  diet. 
Lasorda  lost  some  30  pounds  in  three 
months  on  the  diet  and  the  Sisters  of 
Mercy,  a  Nashville  group  of  nuns,  got 
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Copies  of  "The  Jerusalem  Report" 

A  consummate  peddler's  new  pursuit. 


a  new  convent.  Now ,  two  years  after 
the  Lasorda  campaign  and  a  subse 
quent  campaign  using  overweight 
NFL  coaches,  Slim- Fast  sales  have 
grown  from  an  estimated  $200  mil- 
lion to  an  estimated  $650  million, 
while  the  percentage  of  male  custom 
ers  has  grown  from  10%  to  35%  of 
the  total. 

In  1979  Abraham  tloated  20%  of 
Thompson  Medical's  4  million  shares 
to  the  public  at  a  price  of  $10.50  per 
share,  raising  a  total  of  $8.4  million. 

Hut  he  was  never  really  comfortable 
with  public  shareholders.  Over  the 
years,  whenever  Thompson  Medical's 
share  price  dropped,  Abraham 
bought  back  shares.  1  hen,  in  late 
October  1987,  a  few  weeks  alter  the 


stock  market  crash,  he  decided  to  ta 
the  company  private  again,  kno\ 
Slim-Fast  was  about  to  take  off. 
first  offered  S14  per  share;  at  a  boa 
meeting  he  raised  the  price  to  $1! 
but  the  board  indicated  it  would 
for  a  higher  price.  Abraham  withdrew! 
his  offer,  claiming  that  he  was  reluc- 
tant to  take  on  debt.  But  in  May  1981 
he  offered  S20  per  share.  The  share- 
holders sued,  and  Abraham  raised 
price  to  an  acceptable  S22.50. 

Abraham,  nonetheless,  got  himsel 
quite  a  bargain.  He  paid  S69  millior 
for  the  shares  either  in  public  hands  i 
owned  by  family  and  friends — a  total! 
of  33%.  That  stake  is  easily  worth  four  J 
times  as  much  today. 

But  Abraham  knows  better  thanl 
anyone  else  that  the  diet  business  is 
cyclical.  He  knows  that  Slim-Fast's 
success  can't  last  forever.  The  Federal  | 
Trade  Commission  this  fall  told  three  \ 
liquid-diet  makers  to  get  rid  of  false  i 
promises  in  their  ads.  Abraham  must  I 
know  that  he  could  be  next.  The  ftc,| 
for  example,  could  require  diet  com- 
panies to  disclose  in  their  ads  the 
probability  of  regaining  weight. 

And  so  Abraham  is  aiming  for  line 
extensions  to  reposition  his  w  eight  - 
loss  company  into  a  provider  of  "nu- 
tritious health  food."  He  wants  to 
cash  in  on  the  health -food  craze.  His 
new  products  are  aimed  at  potential 
customers  who  have  at  most  5  pounds 
to  lose.  He  has  brought  out  Ultra 
Slim-Fast,  the  thicker  shake  and  a 
Slim- Fast  mix  that  works  with  fruit 
juice  rather  than  milk.  Now  he's 
moved  into  everything  from  Slim 
Fast  nutritional  crunch  bars  to  pop 
corn  arid  cheese  curls. 

Danny  Abraham  still  runs  a  one- 
man  slum.  In  1988  he  hired  Daniel 
Santangelo,   a   Campbell   Soup   vice 
president,  to  head  Slim  Fast  Ft 
After   clashing   with    the    imperious 
Abraham,    Santangelo    left    last    fall. 
Abraham     has     tinned     Thompson 
Medical  to  West  Palm  Beach, ch 
what  some  consider  to  be  his  retire 
ment  home.  Quite  clearly,  he  doesn't 
mist  anyone  else  with  his  babj  "He's 
got   a  passion  tor  the  business    He 
lo\es  to  pitch  his  products,  and  he's 
got  a  vision,"  explains  ConA] 
[men  Hughes.  '-1   mean  this  m  the 
most  positive  wa\    Panin  Abraham  is 
really  just  .\n  extraordinarj  peddler  at 
heart  "  M 
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Hollywood's  appetite  for  other  people's  capital 

is  voracious.  Now  that  the  Japanese  have  been  tapped, 

it's  the  Europeans' turn. 

Euromoguls 


By  Bill  Grantham 

The  Europeans  are  setting  out  to 
conquer  Hollywood,  arriving  by 
Concorde  and  Gulfstream  IV,  their 
checkbooks  open,  their  Mont  Blancs 
at  the  ready. 

France's  Francis  Bouygues,  68,  was 
until  1987  known  mainly  for  his  im- 
mense construction  business  of  the 
same  name.  But  then  he  led  a  consor- 
tium to  buy  a  television  network, 
TF1,  from  the  French  government. 
Today  he's  the  sole  owner  of  Paris- 
based  ciby  2000  (for  Cinema  Bou- 
ygues— and  which  when  pronounced 
in  French  sounds  very  much  like 
"C.B.  deMille"). 

Like  many  aging  entrepreneurs 
with  capital  to  burn,  Bouygues  is  in 
the  movie  business  because  "he  wants 
to  be,"  says  Jean-Claude  Fleury,  ciby 
2000  vice  chairman  and  managing 
director. 

Bouygues  was  hooked  at  the 
Cannes  Film  Festival  in  1990  by  di- 


rector David  Lynch's  exploration  of 
the  extremes  of  cinematic  sex  and 
violence,  Wild  At  Heart,  the  winner 
that  year  of  the  festival's  main  award, 
the  Golden  Palm,  ciby  2000  has 
signed  Lynch  to  a  four-picture  deal, 
including  a  movie  spinoff  from  the 
offbeat  Twin  Peaks  television  series. 

The  Lynch  films  will  be  made  in  the 
U.S.  for  worldwide  distribution.  All 
told,  ciby  2000  has  committed  itself 
to  $150  million  worth  of  worldwide 
film  financing  in  the  past  18  months: 
For  the  future,  it  plans  to  make  up  to 
eight  movies  a  year  total,  with  about 
three  of  them  made  in  America.  De- 
pending on  opportunities,  ciby  2000 
is  prepared  to  see  its  total  global 
movie  exposure  go  as  high  as  $250 
million  at  any  one  time. 

Other  European  companies  lead- 
ing the  rush  to  conquer  Tinseltown 
include  Le  Studio  Canal  Plus,  a  sub- 
sidiary of  Paris -based  pay- television 


network  Canal  Plus;  and  PentAmeric 
Pictures,  a  joint  venture  of  two  Italia 
concerns,  Silvio  Berlusconi  CommuH 
nications  (a  major  television  and 
company)  and  the  Cecchi  Gori  Group 
(one  of  the  country's  leading 
producers).  Vittorio  Cecchi  Gori  ex-1 
plains  his  interest  in  Hollywood  mat- 
ter-of-factly:  "We  want  to  be  a  majc 
world  film  company." 

The  frenzy  has  also  attracted  some 
unexpected  names.  The   PolyGra 
record  company  (mainly  owned 
Dutch-based  electronics  giant  N.V.I 
Philips)  recently  announced  plans  tc 
increase  its  involvement  in  filmmak- 
ing.   Chargeurs,   a   French   textiles,! 
transport  and  communications  groupj 
run  by  Jerome  Seydoux  (a  protege  of 
the    multibillionaire    SchlumbergerJ 
family),  is  taking  majority  control  of 
Allied  Filmmakers,  producer  of  Driv- 
ing Miss  Daisy  and    Dances 
Wolves. 

And  RCS,  created  in  Italy  by  the  I 
Rizzoli  and  Corriere  della  Sera  pub- 
lishing companies,  recently  spent  S 1 5 
million  for  a  3.3%  stake  in  Carolco, , 
maker  of  this  summer's  big  box-office 
hit  Terminator  2.  They  have  an  op- 
tion to  increase  their  holdings  in  Car 
olco  to  10.4%. 

The  influx  of  European  capital  is 
but  the  latest  stage  in  the  internation- 
alization of  Hollywood.  Today,  of  the 
great  names  of  the  old  Hollywood, 
only  Paramount  and  Disney  remain 


France's  Bouygues 
(right)  and  U.S. 
director  Lynch 
Impressed  by 
Lynch's  Cannes 
winner,  Bou- 
ygues signed 
him  for  a  four 
movie  deal.  First 
to  roll:  a 
"Twin  Peaks" 
spinoff. 
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At  BMVV  we  believe  balance 
is  everything. 

So  we  look  for  engineers 
who  are  as  inspired  by  wind  in  the 
face  as  by  wind  resistance  tunnels. 
Who  are  as  taken  by  scenery 
alongside  the  road  as  by  the  road- 
way itself.  Who  feel  a  oneness 
with  nature  as  much  as  a  oneness 
with  machine. 

It  is  in  this  spirit  that  we 
announce  the  only  two-wheeled 
machine  with  a  soul  pure  enough 
to  be  known  as  "roadster." 

TheRlOOR. 

True  to  the  unmistakable 
character  of  the  original  R-series 
begun  back  in  1923,  the  R100R 
signs  the  road  with  both  the 
class  of  the  new  and  the  charm 
of  the  old. 

ROADSTER 

BY  BMW. 

And  for  the  rejuvenated 
R  series,  that  road  has  been  long 
and  proud  indeed. 

The  R100R  conjures  up 
vivid  remembrances  of  Route  66, 
that  ruggedly  independent 
stretch  of  highway  that  spawned 
a  generation  of  individualists. 

And  to  bring  back  those 
adventurous  days,  it's  endowed 
with  a  980cc  engine,  Paralever™ 
rear  suspension,  classic  "old-style" 
twin  valve  covers,  spoke  wheels, 
high  handlebars,  lower  seat,  and 
arrives  in  either  Classic  Black  or 
Purple  Haze. 

So  if  you  want  to  own  the 
road,  and  all  that  blooms  beside 
it,  call  1-800-345-4BMW  to  find 
your  nearest  authorized  BMW 
motorcycle  dealer. 

Then  start  riding  a  perfect 
line  between  technology^ 
and  nature. 
WORTH  THE  OBSESSION. 

C 1991  BMW  of  North  Amena.  Ik  Tht  BMW  tradmacl  and  logo  art  tegaetw 


At  NEC,  we  put  as  much 
emphasis  on  affordability  as 

we  do  on  upgradability.  Add 
a  Pinwriter"  P3200  and  a 
MultiSync  3FGx  to  your 
Image  Series  PC  and 
you  can  do  high- 
level  computing 
without  pay- 
ing a  high 
price. 


Perhaps  the  most  anf 
PC  is  that  it  ca* 


Anyone  who 
thinks  you  can't 
do  anything  with  a 
quarter  these  days 
obviously  hasn't  seen 
NEC's  new  PowerMate* 
Image"  Series  SX/16i  and 
SX/20vi  PC's.  With  their  tool 
less  design,  all  it  takes  to  open  them 
is  the  quick  turn  of  a  quarter.  Then  you 
can  customize  your  computer  yourself  as  your 
needs  change.  For  instance,  you  can  increase  your  system 
or  video  memory  by  just  plugging  in  chips.  And  storage  devices  easil\ 
snap  into  place,  too.  We've  even  made  it  easier  to  upgrade  your  system  in 
the  future.  Simply  send  us  your  old  Image  motherboard  and  we'll  credit 


Computers  and  Communications 


ling  thing  about  our  $1,199* 
lie  upgraded  with  a  quarter. 


its  value  towards  a  new  one?*  And  we  don't  just  give  you  a  faster  CPU, 
either.  We  can  give  you  more  memory,  cache  and 
video,  as  well.  But  that's  not  all. 
There's  also  space  for 
additional  drives. 

So  you  have  room 

for  new  technologies 
like  CD-ROM.  And 
like  the  rest  of 
our  Image  Series 
k  PC's,  the 
SX/16i  and 
SX/20vi 
come  with 
plugs  and 
jacks  that 
make  them 
multimedia 
ready.  There's 
ImageSync™  tech- 
nology for  flicker-free 
graphics  when  used  with  our 
new  MultiSync*  FG™  monitors. 
FLASH  ROM  for  upgrading  or  enhanc- 
ing your  BIOS  via  diskette.  And  pre-loaded 
MS-DOS'  5.0,  Windows*  and  PFS:  Window  Works?*  For  more 
information,  call  1-800-NEC-INFO,  or  NEC  FastFacts  at  1-800-366-0476,  #IMAGE 
(46243).  After  all,  a  computer  isn't  worth  a  dime  unless  you  can  upgrade  it  with  a  quarter. 


Because A  k  is  the  way  you  want  to  go. 
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NEC 


Our  area  of  expertise. 


Our  name  may  suggest  that  Union  Bank 
of  Switzerland  s  strengths  lie  outside  the  United 
States.  But  this  perception  can  be  misleading. 

For  as  a  universal  bank  with  a  truly  global 
presence,  what  UBS  offers  clients  in  the  U.S.  is 
significant,  as  well. 

Our  U.S.  operations  have  consolidated  assets 
of  over  $29  billion.  And  we  employ  more  than 
1500  professionals  in  our  five  American  offices. 

All  of  which  makes  UBS  a  strong  and  grow- 


ing domestic  force  in  areas  as  diverse  as  corporate 
and  investment  banking  Private  banking  I  nstitu- 
tional  asset  management  and  treasury  services. 

Sound  reasons,  indeed,  for  doing  business 
with  one  of  the  world's  largest  financial  institu- 
tions. And  one  of  a  very  few  rated  Triple-A. 

Union  Bank  of  Switzerland.  An  influential 
presence  in  any  financial  sphere  in  which  you 
wish  to  move. 


Union  Bank  of  Switzerland,  299  I'ark  Avenue.  New  York.  NY  10171 

Offices  In  North  America  <  hicago,  Houston,  Los  Angeles,  San  Francisco,  loronto,  Montreal 


uromoguls 

lurely  American — and    Disney   has  f 
ioneered  ways  to  raise  money  for  its  § 

ms  in  foreign  capital  markets.  Co-  t 

mbia  is  now  owned  by  Sony; 
|CA/Universal  by  Matsushita; 
garner  Bros,  partly  by  Toshiba  and 
).  Itoh;  mgm  and  United  Artists  by 
taly's  Giancarlo  Parretti  or  France's 
>edit  Lyonnais,  depending  on 
khom  you  believe. 

The  earlier  investors,  especially  the 
apanese,  were  mainly  financial  inves- 
ors  happy  to  let  Hollywood  produc- 
rs  and  directors  continue  doing  what 
hey  had  been  doing. 

By  contrast,  the  new  wave  of  Euro- 
jean  movie  moguls  are  more  interest- 
ed in  putting  together  their  own  film 
ieals,  tailored  to  the  needs  of  their 
)\vn  markets.  They  are  setting  up 
heir  own  offices  in  Los  Angeles  and 
igning  up  Hollywood's  stars.  Among 
the  many  who  have  already  signed  for 
projects  with  European  producers: 
Robert  De  Niro,  Mel  Brooks,  Danny 
DeVito,  David  Lynch,  John  Carpen- 
ter, Kathleen  Turner,  Jack  Nicholson 
and  Ellen  Barkin. 

The  Europeans,  like  everybody 
else,  want  product  for  television. 
France's  Canal  Plus,  for  instance,  has 


Canal  Plus' 
Rene  Bonnell 
Invested  in 
"Terminator  2' 
and  would  be 
happy  to  see 
a  "T9." 


grown  since  1984  into  one  of  the 
most  successful  pay-television  com- 
panies in  the  world.  It  currendy  serves 
3.3  million  French  subscribers,  each 
of  whom  pays  $320  per  year,  with  a 
mixture  of  movies,  in-house  series, 


and  sports  programming  like  soccer, 
rugby  and  even  American  football. 
Canal  Plus  also  is  involved  in  joint 
pay- television  ventures  elsewhere  in 
Europe,  including  Spain,  Germany, 
Belgium  and  Scandinavia. 


^       — 
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With  the  Personal  Leather 
Collection,  Hartmann's  choice 
belting  leather  is  refined  to  a  more 
intimate  scale. 

These  classically  styled  belts  and 
personal  accessories  embody  the 
same  enduring  qualities  our  luggage 
and  business  cases  are  known  for. 
Meticulous  handcraftmanship.  Fine 
attention  to  detail.  And  rich  leather 
that  develops  individual  character. 

All  of  which  makes  each  piece  a 
distinguished  part  of  your  life. 


irwowr 

Handcrafted  since  1877  "" 
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Euromoguls 


ABOVE:  Berlusconi 
RIGHT  Vrttorio  (left) 
and  Mario  Cecchi  Gori 


But  growth  in  Canal  Plus'  core 
French  market  has  slowed.  The  com- 
pany also  wants  to  secure  a  steady 
supply  of  films.  It  already  spends  some 
$100  million  per  year  acquiring  the 
rights  to  show  Hollywood  movies  on 
its  French  pay  channel.  "We  depend 
on  the  cinema  for  our  programs,"  says 
Rene  Bonnell,  managing  director  of 
Canal  Plus'  film  production  subsid- 
iary, Le  Studio  Canal  Plus.  So  it's 
taking  its  capital  direcdy  to  the 
source:  Hollywood. 

It's  much  the  same  strategy  at  Pent- 
America.  Both  owners  of  the  compa- 
ny— Berlusconi  and  Cecchi  Gori 
Group — are  also  stockholders  in 
Telepiu,  a  group  of  three  Italian  pay- 
television  networks  that  was  launched 
in  July  this  year.  PentAmerica-made 
movies  will  show  on  Telepiu,  as  well 
as  the  over-40-screen  Italian  cinema 
circuit  owned  by  stockholder  and  me- 
dia mogul  Berlusconi. 

In  most  cases  the  Europeans  are 
funding  their  investments  out  of  cash 
flow  from  their  core  businesses.  Le 
Studio  Canal  Plus  says  that  it  invested 
$50  million  inequity  positions  in  U.S. 
film  productions  in  1991.  Pent- 
America  is  aiming  to  produce  six  Hol- 
lywood films  lor  $110  million,  of 
which  roughly  half  will  come  from 
risk  capital. 

Most     Euro  produced     American 
films  will  fall  into  one  of  two  catego 
ties.  One  is  productions  with  world 
wide  appeal  and  potentially  high  prof 


it.  An  example  is  Terminator  2,  in 
which  Le  Studio  Canal  Plus  had  a 
small  direct  equity  stake.  Terminator 
2  cost  $90  million  to  make  and 
grossed  $200  million  at  the  box  office 
in  the  first  d>l/2  months  of  its  U.S. 
release.  According  to  managing  direc- 
tor Rene  Bonnell,  the  film  will  return 
to  its  investors  a  "$60  million  profit  in 
two  years."  French  culture-vultures 
may  sniff,  but  "with  returns  like  that, 
I  will  be  most  happy  to  see  Termina- 
tors 3,  4,  5,  6,  7,  8  and  9,"  says 
Bonnell. 

The  other  category  in  which  the 
Europeans  will  produce  is  the  sort  of 
film  that  gets  good  reviews  but  at- 
tracts only  modest  audiences — pres- 
tige movies  like  Woody  Allen's,  for 
example. 

These  European  producers  are  also 
continuing  to  produce  movies  on 
their  own  continent.  Le  Studio  Canal 
Plus  has  already  produced  Krystof 
Kieslowski's  The  Double  Life  of  Wer- 
onika,  a  monumentally  opaque  Fran 
CO- Polish  art  movie  about  the  parallel 
lives  of  two  women,  one  in  Paris,  the 
other  in  Warsaw.  In  a  similar  vein, 
CIBY  2000  has  signed  up  the  German 
director  Wim  Wcndcrs,  Spain's  Pedro 
Almodovar,  lane  Campion,  a  lugubri 
ous  New  Zealander,  and  rising  Soviet 
directing  star  Pavel  Ioungume,  to 
make  movies. 

In  the  potential  blockbuster  cate 
gory,  European  mone)  is  behind  such 
projects  as  JFK  by  trend)  left)  Oliver 


Stone  ( for  Le  Studio  Canal  Plus ),  Bob 
Rafelson's  comedy  thriller  Man  Trou- 
ble, with  lack  Nicholson  and  Ellen 
Barkin  (for  PentAmerica),  and  David 
Lynch's  Ronnie  Rocket  (for  CIBY 
2000).  This  last,  still  in  the  planning 
stages,  is  a  $30  million  fantasy  picture 
about  a  "small  person"  "We're  not 
allowed  to  say  "dwarf/  '  -  CIBY 

2000's  Fleury,  newly  sensitized  to 
American  mores)  who  becomes  a  rock 
star  when  he  plugs  himself  into  the 
electricity  mains. 

The  Euromoguls  tend  to  attract 
talent  by  giving  directors  something 
they  almost  never  get  from  U.S.  stu- 
dios— final  cut,  or  final  sav  as  to  exact 
ly  what  goes  on  the  screen.  This 
helped  le  Studio  Canal  Plus  hook 
Mel  Brooks,  Mid  John  Carpenter, 
who  is  to  make  Invisible  Man  with 
Chevy  Chase  and  Darn!  Hannah.  To 
some  HoUywooditCS  this  comes  close 
to  putting  lunatics  in  charge  of  the 
asylum,  but  the  Europeans  seem  will- 
ing to  take  the  gamble. 

They  might  do  well  to  remind 
themselves,  however,  that  Holly 
wood  has  a  wa\  of  separating  a  lot  ot 
wealthy  investors  from  their  money. 
Whatever  money  Canal  Ptusmab 
I'mninnror  2\\\\\  have  to  be  offset  by 
the  paper  losses  on  its  holding  in  the 
film's  producer,  Carok  i  the 

last  year  Canal  Plus  has  built  up  a 
10.1K  stake  (fully  diluted1,  paying 
$13.50  a  share    Caroko  shares 
centlv  traded  at  4s s.  um 
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The  Buick  Park  Avenue  Ultra. 

This  is  what  you  get  when  you  tell  your 
interior  designers  to  spare  no  expense. 

You  get  6-way  power  front  seats  that  place  you 
instantly  at  ease.  An  optional  memory  feature 
even  recalls  your  favorite  seating  position  at  the 
push  of  a  button. 


gu  T  Buckle  up,  America! 
'         ©1991  GM  Corp. 
All  rights  reserved. 


You  get  deeply  cushioned  rear  seats,  designed 
for  maximum  relaxation.  Rear-seat  passengers 
even  have  their  own  lighted  vanity  mirrors. 

And  of  course,  the  Ultra's  seating  areas  are 
covered  with  soft,  supple  leather. 

So  if  you're  looking  to  redecorate,  we  suggest 
you  start  by  putting  a  1992 
Park  Avenue  Ultra  in 
your  garage. 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


Park  Avenue  is  a  registered 
trademark  of  GM  Corp. 
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TURNAROUNDS 


UP  &  COMERS 


Calling  on  customers  personally,  changing  whole  product  lines 
and  firing  thousands  of  people,  Richard  Allender  saved  Farah  Inc. 
"It  was  like  a  trauma  center,"  he  says  now. 

"We  did  what  we 
had  to  do" 


By  Claire  Poole 

Frustrated  by  the  fact  that  it  took 
him  a  year  and  a  half  to  land  an 
appointment  with  Dillard  Depart- 
ment Stores,  Richard  Allender  was 
determined  to  get  an  order. 

Wasting  little  time  on  pleasantries, 
Allender  laid  out  six  pairs  of  men's 
pants  in  front  of  Dillard  Chairman 
William  Dillard.  Three  were  made  by 
Farah  Inc., Mender's  company,  three 
by  its  competitors.  Allender  carefully 
turned  each  pair  inside  out,  showing 
Dillard  the  additional  stitches  per 
inch,  extra  linings  and  reinforced 
pockets  in  Farah's  pants.  That  was 
early  1990.  By  fall,  Farah's  slacks  were 
back  on  Dillard's  racks. 

Chief  Executive  Richard  Allender, 
46,  isn't  too  proud  to  get  out  and 
husde  as  he  struggles  to  revive  Farah, 
the  once  prosperous  El  Paso  pants- 
maker.  Dillard  had  dropped  Farah  as  a 
supplier  in  1988  after  enduring  years 
of  late  deliveries  and  shoddy  quality. 

The  results  seem  encouraging.  U.S. 
orders  are  up  35%  on  a  season-to- 
season  basis,  and  revenues  should  hit 
$150  million,  up  7%,  for  fiscal  1991 
(ended  Oct.  31 ).  Farah  is  expected  to 
trim  its  losses  to  $3  million,  from  $7 
million  last  year.  More  important,  in 
the  third  quarter  of  fiscal  1991  Farah 
showed  its  first  net  profit  in  more  than 
five  years.  It  wasn't  much  of  a  profit, 
but  it  was  a  start  for  an  outfit  that 
almost  went  under. 

What  has  happened  at  the  71 -year- 
old  company  is  instructive,  since  over 
the  past  20  years  Farah  has  been 
almost  an  object  lesson  in  how  not  to 
run  a  business. 

hounded  in  1920  by  Mansour  ,\\u\ 
Hana  Farah,  Lebanese  immigrants, 
the  company  began  to  thrive  in  the 
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1960s  when  sons  William  and  James 
introduced  permanent-press  slacks. 
Then,  in  the  1970s,  Willie  Farah 
(brother  Jimmy  died  in  1964)  decid- 
ed to  move  heavily  into  double-knit 
slacks.  The  only  problem  was  that  the 
double-knit  boom  was  almost  over. 
Inventories  ballooned,  and  in  1976 
the  company  lost  $24  million  on  reve- 
nues of  $137  million.  That  year  the 
board  of  directors  ousted  Willie  Farah 
as  chief  executive. 

But  not  for  long.  In  1978  Willie 
launched  a  proxy  fight.  But  before  the 
vote  was  taken,  the  board  agreed  to 
reinstate  him.  Back  in  control,  Farah 


cut  costs,  introduced  new  products 
and  acquired  a  trendy  sportswear  line. 
The  profits  returned.  In  1984  Farah 
earned  a  record -reaching  $16  million 
on  revenues  of  $251  million. 

Willie  Farah,  however,  couldn't 
leave  well  enough  alone.  Talking  of 
turning  Farah  into  a  billion-dollar 
company  (Forbes,  Aug.  12, 1985),  he 
built  new  plants  in  Costa  Rica  and 
Ireland.  By  1986  revenues  hit  $366 
million.  But  in  his  zeal  for  growth, 
Farah's  product  quality  slipped  sharp- 
ly, orders  were  shipped  late,  and  in- 
ventories again  grew  out  of  control. 
Department  store  chains  like  Dillard, 


ABOVE  RIGHT: 

Farah  Chief 
Financial  Officer 
James  Swaim 
He  helped  line 
up  financing  for 
the  company 
while  Allender 
performed 
battlefield 
triage  on 
operations. 


LEFT: 

Farah 

Chief  Executive 

Richard  Allender 

"The  job  was 

to  save  the 

patient." 


Federated  and  May  all  but  dropped 
Farah  slacks  from  their  racks. 

With  losses  rising,  Willie  Farah 
stepped  down  as  chief  executive  in 
1989.  Allender,  who  headed  up  Far- 
ah's U.S.  operations,  took  over. 
Farah,  who  owned  16%  of  the  com- 
pany's shares,  continued  to  meddle. 
By  the  spring  of  1990  the  board  of 
directors  voted  Farah  out  as  chair- 
man. He  tried  to  win  back  control  of 
his  company  in  a  bitter  proxy  fight  last 
summer,  but  was  overwhelmingly  de- 
feated. (Willie,  now  72,  has  since 
gone  out  and  started  a  new  company 
in  El  Paso  called  wmf  Corp.) 

Allender  cut  back  sharply,  closing 
two  factories  in  Mexico,  scaling  back 
operations  in  Ireland,  and  cutting 
about  2,200  jobs,  mostiy  from  manu- 
facturing. Meanwhile,  Chief  Finan- 
cial Officer  James  Swaim  helped  line 
up  $32  million  in  bank  financing  to 
keep  the  company  afloat.  When  they 
were  through,  the  company  was  con- 
siderably smaller,  but  the  heavy  bleed- 
ing had  stopped.  "It  was  a  little  like 
dealing  with  a  trauma  center,"  Al- 
lender says.  "The  job  was  to  save  the 
patient." 

In  fact,  it  was  more  like  battiefield 
triage.  Under  Willie  Farah,  pants  had 
been  sewn  at  the  company's  foreign 
plants  and  shipped  out  in  huge  bun- 
dles to  Farah's  El  Paso  headquarters, 
where  mistakes  were  often  found  after 
the  slacks  were  pressed.  Allender  in- 
stalled finishing  and  pressing  facilities 
at  each  factory  and  improved  quality 
control  to  eliminate  fixes  at  headquar- 
ters with  expensive  U.S.  labor. 

On  the  marketing  side,  he  moved 
Farah  away  from  its  commodity  ap- 
proach to  the  men's  slacks  business, 
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If  there  were  a  "Who's  Who"  for 
Central     and     Eastern     Europe,    the 
publisher  would  have  to  put  out  a  new 
edition  almost  every  day. 
„^^_^_—  It  has  been  only 

two  years  since  the 
dawn  of  the  free- 
market  era. 

The      command 
economy  has  virtually 
ceased  to  exist,  even  in  the  country  that 
invented  it. 

The  Comecon  trading  bloc  has 
been  formally  dissolved,  documenting 
the  desire  of  each  member  state  to 


Budapest,  Moscow, 
Prague,  Warsaw: 
We're  there  to 
serve  you. 


participate  more  fully  in  the  world 
economy. 

Both  East  and  West  stand  to 
benefit  from  the  trend  toward  closer 
commercial  ties. 

With  a  population  of  over  300 
million,  Eastern  Europe  represents  a 
huge  market  for  goods  and  services  - 
one  whose  potential  is  increasingly 
being  recognized  by  western  firms  with 
an  eye  to  the  future. 

But  for  all  the  new  opportunities, 
times  of  sweeping  change  are  also 
times  of  risk.  The  transition  to  a  market 
economy  is  taking  on  different  forms 


and  proceeding  at  various  speeds 
across  the  region. 

So  to  make  sure  that  the  uncer- 
tainties of  doing  business  in  the  East 
remain  manageable,  western  firms  and 
investors  need  more  than  just  a  pioneer 
spirit. 

If  you've  set  your  sights  on  long- 
term  success,  you'll  need  persistence, 
unconventional  ideas  and  a  willingness 
to  implement  them  in  unorthodox 
ways. 

And  you'll  have  to  find  the  right 
local  partner  for  your  particular 
business  venture.  But  how  are  you  to 
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know  who's  who  in  the  East?  And  where 
'are  the  prospects  best  for  the  kind  of 
operation  you  have  in  mind? 

Because  western  companies  find 
it  difficult  to  assess  events  in  the  East 
from  a  distance,  they  do  the  logical 
thing  -  they  talk  to  us. 

Dresdner  Bank  has  a  tradition  of 
excellent  contacts  throughout  Central 
and  Eastern  Europe. 

Indeed,  we  were  the  first  West 
European  bank  to  open  a  Moscow 
office,  with  Warsaw,  Prague  and 
Budapest  following. 

We  are  also  a  managing  partner  in 
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a  newly  formed  Budapest  commercial 
institution,  BKD  Bank.  Prague  is  soon  to 
follow,  and  expansion  to  other  cities  is 
planned  as  well. 

Thanks  to  this  longstanding  pres- 
ence and  our  first-hand  knowledge  of 
political  and  economic  developments, 
we  can  better  evaluate  the  oppor- 
tunities and  risks  awaiting  western 
exporters,  importers  and  investors. 
The  end  result  is  practical  advice 
tailored  to  specific  business  needs. 

DOWC  Ost-West-Consult,  a  mem- 
ber of  the  Dresdner  Bank  Group, 
focuses     exclusively    on     consulting 


services  for  companies  looking  to  do 
business  with  our  eastern  neighbors. 

Our  consulting  professionals  aug- 
ment their  own  in-depth  experience 
in  the  various  national  business  en- 
vironments by  tapping  the  resources 
of  "drekontakt",  a  kind  of  electronic 
"Who's  Who"  for  Central  and  Eastern 
Europe  providing  continuously  up- 
dated information  on  potential  partners 
and  financing  strategies. 

If  you  would  like  to  know  who's  who 
in  Eastern  Europe,  there's  an  easy  way 
to  find  out. 

Talk  to  us. 
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Canadian  Pacific  has  been  in  the  hotel  business  for  more  than  100  years. 
Today,  through  our  subsidiary  Canadian  Pacific  Hotels  &  Resorts,  we 
operate  one  of  the  largest  hotel  chains  in  North  America.  It  includes 
85  hotels  with  28,000  rooms  in  23  states  and  eight  provinces. 

In  Canada,  we  have  a  dominant  position  in  the  western  resort  market 
and  are  well  positioned  in  important  city  center  markets  across  the 
country.  In  the  United  States,  our  recently-acquired  Doubletree  and 
Compri  hotels  have  built  a  nationwide  reputation  for  quality  and  service. 

In  addition,  Marathon  Realty,  our  real  estate  company,  has  27  million 
square  feet  of  leasable  space  in  shopping  centers,  office,  industrial 
and  aviation  buildings  across  North  America. 

Real  Estate  and  Hotels— just  one  of  the  valuable  assets  that  makes 
Canadian  Pacific  Limited  a  name  worth  remembering. 
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FARAH 


|Former  Farah  Chairman  Willie  Farah  in  1985 
to  overreached  in  his  bid  to  make  Farah  a  billion-dollar  company. 


[instructing  his  design  team  to  use 
[better  fabrics  and  add  details  like  rein- 
Iforced  seams  and  watch  pockets.  Far- 
lah's  Savane   brand — now  made   of 
wrinkle-free  100%  cotton — was  repo- 
sitioned to  compete  with  casual  pants 
like  Levi's  successful  Dockers  brand 
instead  of  with  dress  slacks.  He  retar- 
geted the  John  Henry  brand,  licensed 
from  Salant  Corp.,  to  athletic  men 
with  trim  waistlines.   And  the  old 
standby  Farah  brand  of  sport  coats 
and  slacks,  aimed  at  men   35   and 
older,  has  been  upgraded  and  mod- 
ernized with  new  fabrics  and  styling. 
Allender,    whose    personal    taste 
tends  toward  flashy  Giorgio  Armani 
I  ties,  is  now  concentrating  on  Farah's 
international  division,  which  distrib- 
utes Farah's  slacks  mostly  in  the  U.K. 
and  Australia  and  makes  up  a  third  of 
Farah's  sales. 
Andrew  Midler,  portfolio  manager 
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of  Fidelity  Investments'  Equity  In- 
come II  fund,  is  impressed  with  the 
job  Allender  is  doing.  He  started  ac- 
cumulating Farah  stock  last  spring, 
when  it  started  showing  operating 
profits.  Fidelity  as  a  whole  now  owns 
more  than  5%  of  the  company's  5.9 
million  shares  outstanding. 

Equally  enthusiastic  is  Peter  Siris  at 
UBS  Securities,  who  has  followed  Far- 
ah's ups  and  downs  since  the  early 
1980s.  He  expects  fiscal  1992  earn- 
ings of  between  80  cents  and  $1  a 
share.  He  thinks  the  New  York  Stock 
Exchange-listed  stock,  which  has  re- 
covered to  8%  from  a  low  of  2%,  is  a 
good  buy. 

Coolly  methodical,  Allender  bats 
not  an  eye  when  told  that  some  regard 
him  as  ruthless  for  the  way  he  fired 
people  and  '  restructured  Farah. 
"We're  here  to  run  a  business,"  he 
says.  "We  did  what  we  had  to  do."  WM 


This  may  be  the 

LONGEST 
COUPON 

you've  ever  been  asked 
to  fill  out  in  order  to  get 
a  free  Lands'  End  catalog. 

Why?  To  emphasize  that  this  is  no 
ordinary  coupon  offer.  We  are  inviting 
you  to  visit  our  "store"  without  leaving 
your  home,  getting  a  sitter,  starting  your 
car,  parking  it  or  risking  a  fender-bender 
at  the  Mall.  Yet  still  enjoy  marvelous 
VALUES  any  day  and  all 
GUARANTEED.  PERIOD/  Like  this 
one  for  instance: 


Our  now-famous  Oxford  Buttondown. 
For  only  $21.50.  100%  pure  cotton. 
Available  in  white  or  blue.  An  incredible 
value,  but  only  one  of  hundreds  in  our 
catalog. 

So,  why  not  send  for  one -right  now.  Ask 
for  our  latest  catalog.  Or  better  still,  call 
1-800-338-2000  toll-free,  ask  for 
Dept.  H-Dl.  If  your  credit  is  good  with 
AX,  MC  or  VISA,  it's  good  with  us. 


Lands'  End 

Dept.  H-Dl 

1  Lands'  End  Lane 

Dodgeville,WI  53595 

Please  send  me: 

100%  cotton  Item  #  0025-5N37 


Neck 


Sleeve 


White  or 

Blue 
Plus  $4.25  shipping  and  sales  tax  in  IA,  IL, 
WlandCA. 

□  Check  enclosed  for 


Name. 


Address. 
City 


.State. 


Zip  Code. 


Prices  good  through  Dec.  31,  1991. 


The  U.S.  won  the  Gulf  war  so  easily  because  we  adopted  for  military 
purposes  the  strategy  that  the  Japanese  have  used  to  beat  us  economically. 

The  gospel 
according  to 
Sun  Tzu 


By  Joseph  J.  Romm 

One  of  the  major  surprises  of  the 
Gulf  war  was  that  the  U.S. -led  coali- 
tion forces  were  able  to  win  with  such 
ease,  and  with  so  few  casualties.  That 
was  no  fluke.  America  won  the  mili- 
tary war  against  Iraq  the  same  way  the 
Japanese  are  winning  the  high-tech- 
nology trade  and  manufacturing  war 
against  us:  by  using  a  fast-cycle,  time- 


based  competitive  strategy'. 

Saddam  Hussein's  entrenched 
Iraqi  forces  were  dug  in  against  a 
head-on  attack.  We  flanked  them  in- 
stead. This  is  almost  precisely  what 
the  Japanese  are  doing  to  us  in  indus- 
try. American  industry  still  uses  the 
traditional  mass  production  tech- 
niques that  built  this  nation  over  the 


past    century.    The    Japanese    have  - 
flanked  us  with  fast- innovation,  flexi 
ble  manufacturing  operations. 

The  World  War  II  German  genera: 
Giinther  von  Blumentritt  describee 
the  German  blitzkrieg  this  way:  "Th< 
entire  operational  and  tactical  leader 
ship  method  hinged  upon  .  .  .  rapid 
concise     assessment     of    situation.' 


■ 

ABOVE: 

Colonel  John  Boyd 
LEFT: 

North  American 
F-86  Sabre 
Boyd's  Korean 
War  experience 
with  the  F-86 
helped  him  as  part 
of  the  design 
team  for  the  F-16 
fighter,  used  ex- 
tensively in  the 
Gulf  war. 
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.  .  quick  decisions  and  quick  execu- 
ion  on  the  principle  that  each  minute 
jihead  of  the  enemy  is  an  advantage." 

That  was  the  way  the  U.S.  fought 
he  Gulf  war,  but  it  is  not  the  way  in 
pvhich  the  U.S.  has  historically  fought 
ts  wars.  General  David  Jones,  former 
:hairman  of  the  Joint  Chiefs  of  Staff, 
las  candidly  acknowledged:  "Al- 
hough  most  history  books  glorify 
bur  military  accomplishments,  a  clos- 
er examination  reveals  a  disconcerting 
pattern:  unpreparedness  at  the  start  of 

war;  initial  failures;  reorganizing 
while  fighting;  cranking  up  our  indus- 
trial base;  and  ultimately  prevailing  by 
wearing  down  the  enemy — by  being 
bigger,  not  smarter." 

Abandoning  this  traditional,  mud- 
dling-through,  warfare-by-attrition 
approach,  the  U.S.  fought  smarter  for 
a  change  in  the  Gulf  war.  The  new 
military  strategy  used  a  theoretical 
framework  developed  by  now- retired 
U.S.  Air  Force  Colonel  John  Boyd,  a 
pilot  in  the  Korean  War.  Boyd  was 
tfiba|  puzzled  by  the  fact  that  the  American 
F-86  Sabre  jet  consistently  beat  the 
Soviet- built  MiG-15  in  aerial  dog- 
fights, even  though  the  MiG  was  a 
"superior"  plane  by  traditional  stan- 
dards: It  could  accelerate  more  rapid- 
ly, climb  faster  and  generally  turn 
tighter  than  the  F-86. 

But  Colonel  Boyd  discovered  that 
the  F-86  had  two  crucial  advantages. 
First,  the  jet's  glass-domed  bubble 
canopy  enabled  the  pilot  to  observe 
enemy  activity  more  easily  than  did 
the  MiG  cockpit,  with  its  more  re- 
stricted view.  Second,  the  F-86  could 
change  from  one  maneuver  to  anoth- 
er much  more  quickly — decelerating 
and  diving  while  turning  or  switching 
directions. 

Thus  better  intelligence  and  faster 
maneuvering  canceled  out  the  superi- 
ority of  the  MiGs.  The  key  to  win- 
ning, Boyd  concluded,  was  to  operate 
at  a  faster  tempo  than  an  adversary,  to 
get  inside  their  "time/cycle  loop." 

This  is  exactly  how  the  Japanese  use 
flexible  manufacturing  to  outcom- 
pete  us:  They  get  inside  our  time/ 


Now  a  research  scholar  at  the  Rocky 
Mountain  Institute  at  Snowmass,  Colo., 
Joseph  J.  Romm  taught  "Rethinking  National 
Security"  at  Columbia  University's  School 
of  International  and  Public  Affairs. 
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In  Albany,  Our  Water  Supply  Runs 
As  Deep  As  Our  Labor  Pool. 

Situated  above  three  huge  aquifers,  Albany,  Georgia,  offers  you  unlimited  pure 
underground  water.  Plus  an  abundant  supply  of  skilled  labor. 

That's  why,  for  more  than  a  century,  quality-minded  companies  have  been  drawn 
here.  Including  today's  Miller  Brewing  Company,  Cooper 
Tire  and  Rubber,  Proctor  &  Gamble  and  Merck  &  Co. 
Albany  also  provides  you  with  immediate  access  to 
market  distribution.  Low  operating  costs.  A  low  cost  of  liv- 
ing index.  And  one  of  the  top  100  retail  markets  in  the  U.S. 
With  all  the  advantages  flowing  here,  Albany  offers  a  fountainhead  of  opportu- 
nity your  company  should  definitely  tap  into.  #*rj>.rfc#*l  A 
For  all  the  bottom-line  reasons  to  locate  in                  GEORGIA 
Georgia,  please  write  us.  Or  call  404-656-9306.           nilfflSiTctaSKtaw 
Albany.  Another  way  to  strike  it  rich  in  Georgia.        Tne  Siaie  W  bU$me$S  TOfla/ 

Georgia  Department  of  Industry,  Trade  &  Tourism,  Dept.  TBS.  P.O.  Box  1776,  Atlanta,  GA  30501. 


"We've  been 

with  CIGNA  over 

50  years.  Obviously  our 

city  fathers  had  foresight? 


Ron  Graves,  City  Treasurer,  Rutland,  VT 


We  get  paid  for  results! 


CIGNA 


Pensions  •  CIGNA  Companies  •  Dept.  R5,  Hartford,  CT  06152 
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You  can't  help  but  notice  it.  Worse,  you  can't  help 
but  breathe  it.  That  brown-gray  haze  we've  often 
come  to  call  the  air.  &*v  You  know  the  major 
cause:  traffic.  What  you  may  not  know:  There 
are  solutions  that  will  let  us  drive  without  signifi- 
cantly polluting  the  air.  &*v  One  of  the  best  is  natu- 
ral gas.  Vehicles  that  run  on  clean  natural  gas 
reduce  carbon  monoxide  and  reactive  hydrocar- 
bons by  80%  —  which  helps  reduce  urban  smog. 
^  Someday,  we  may  all  be  driving  natural  gas 
cars.  Until  then,  natural  gas  is  the  ideal  fuel  for  fleet 
vehicles  —  buses,  taxis,  delivery  vans,  garbage 
trucks  and  the  like  —  that  return  to  a  central  depot 
every  night  to  be  fueled.  £#^  In  fact,  nearly  30.000 
natural  gas  vehicles  are  in  place  now.  Thousands 
more  soon  will  be,  in  order  to  comply  with  the 
U.S.  Qovernment's  Clean  Air  mandate.  We  have  the 
natural  gas  here  in  North  America.  We  have  the 
know-how.  But  most  important,  we  have  the  need. 
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ar  and  manufacturing 

ycle  loop.  In  such  industries  as  auto- 

tiobiles  and  air  conditioners,  the  Jap- 
nese  can  develop  and  manufacture 
ew  products  in  one-half  to  one-third 
he  time  any  other  nation  would  take, 
isually  with  a  comparable  reduction 
h  cost  and  personnel. 

Take  automobiles.  Honda's  Acura 
livision  and  GM's  Saturn  were  an- 
lounced  at  roughly  the  same  time. 
»aturn  is  arriving  only  now,  while 
4onda  has  already  completed  three 
najor  Acura  model  changes. 

Japanese  companies  achieve  an 
enormous  advantage  in  innovation 
md  product  through  a  process  of 
.teady,  incremental  improvements 
hat  keep  them  at  least  a  step  ahead  of 


More  U.S.  companies 
appear  to  be 
understanding  the  need 
for  faster  cycle  times. 
Says  Chrysler 
Chairman  Lee  Iacocca  of 
the  rapid 

development  of  the 
Dodge  Viper: 
"For  those  of  us 
who  forgot,  it's 
called  being 
competitive." 


their  competitors.  In  their  1990  book 
Competing  Against  Time,  manage- 
ment consultants  George  Stalk  Jr.  and 
Thomas  Hout  point  out  that  every 
year  between  1979  and  1988,  the 
Mitsubishi  Electric  Co.  added  a  new 
feature  or  made  a  major  design 
change  in  its  3-horsepower  heat 
pump.  In  1980  Mitsubishi  intro- 
duced integrated  circuits  to  control 
the  heat  pump  cycle. 

Not  until  the  middle  1980s  did  an 
American  company  even  consider  the 
use  of  integrated  circuits  in  its  resi- 
dential heat  pump.  It  would  have 
taken  four  to  five  years  to  bring  the 
product  to  market,  and  even  then  the 
U.S.  firm  would  only  have  in  1990  a 
product  comparable  to  the  1980 
Melco  heat  pump.  The  American 
company  threw  in  the  towel,  purchas- 
ing its  advanced  air  conditioners,  heat 
pumps  and  components  from  the  Jap- 
anese competition.  The  Japanese  had 
gotten  so  far  inside  the  U.S.  compa- 
ny's time/cycle  loop  that  the  Ameri- 
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The  Vanguard  Variable  Annuity  Plan 

FINALLY,  A  VARIABLE  ANNUITY 
THAT  MAKES  SENSE 


Call  1-800-522-5555 

For  a  Free 

Information  Kit 

*Source:  Variable  Annuity  Research  and 
Data  Services  ( VARDS*) 

Please  send  me  a  free  Vanguard 
Variable  Annuity  Plan  Information  Kit 

including  prospectuses  that  contain 
more  complete  information  on  advisory 
fees,  distribution  charges,  and  other 
expenses.  I  will  read  both  prospectuses 
carefully  before  I  invest  or  send  money. 

Vanguard  Variable  Annuity  Plan 
PO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 

Address 

City 

State Zip 

<M>  FBC1  343 

TH^sui^uandGROUP1 

*^OF  INVESTMENT  COMRVNIES 

The  Vanguard  Variable  Annuity  Plan,  a  flexible  premium,  multi-funded,  variable  annuity,  is 
issued  by  National  Home  Life  Assurance  Company  a  member  of  the  Capital  Holding  family, 
Valley  Forge,  PA.  This  plan  is  not  currently  available  in  all  states.         ©  The  Vanguard  Group  1991 


The  Vanguard  Variable  Annuity 
Plan  is  a  low-cost,  tax-deferred 
insurance  contract  using  four 
Vanguard  mutual  fund  portfolios  as 
underlying  investments.  There  are 
no  sales  commissions  or  "surrender" 
charges.  And  to  lower  the  cost  of 
investing  further,  the  Plan  expects  to 
maintain  annual  expenses  of  less 
than  one-half  the  expenses  of  the 
average  variable  annuity* 

This  Plan  is  well  suited  for  long- 
term  investors  who  have  exhausted 
other  methods  of  tax-deferred 
investing  (such  as  IRAs,  SEPs,  and 
Keoghs),  and  for  those  who  wish  to 
make  larger  contributions  than  qual- 
ified retirement  plans  allow. 

The  minimum  initial  investment 
is  $5,000. 


Barron's  puts 

lis  in  die  top  10 

international  equity 

managers  based  in  the  U.S. 


Based  on  returns  over  one  and  fd/e  years. 


We  get  paid  for  results! 


CIGNA 


Investments  •  CIGNA  Companies  •  Deft.  R4,  Hartford,  CT  06152 


Barron's  is  a  registered  trademark  of  Dow  Jones  fie  Company,  Inc. 


War  and  manufacturing 


can  company  had  to  surrender. 

How  do  you  develop  a  system  that 
gets  and  keeps  ahead  of  the  competi- 
tion? Any  organizational  system,  to 
be  as  efficient  as  possible,  must  mini- 
mize friction.  The  great  19th-century 
military  strategist  Carl  von  Clause 
witz  said:  "Friction  ...  is  the  force 
that  makes  the  apparently  easy  SO 
difficult."  Friction  in  war  could  be 
equipment  that  fails,  bad  weather, 
mistaken  intelligence,  orders  that  arc 
never  received,  "fog  of  war."  friction 
ill  business  can  come  from  parts  thai 
are  not  available,  detects  that  have  to 
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be  repaired  after  production,  inven- 
tory pileup  or  changes  in  consumer 
tastes  that  occur  after  the  product  is 
designed — whatever  delays  the  add- 
ing of  value. 

To  reduce  this  kind  of  friction, 
Toyota  lends  sales  staff  to  develop 
ment  teams  to  provide  them,  directly, 
with  the  latest  information  on  ever 
changing  customer  needs,  desires  and 
attitudes 

To  be  able  to  decide  and  act  quickly 
requires  reducing  friction  within  the 
organization  bv  having  as  tew  layers  of 
management  ,\\k\  burcaucracx  as  pot 
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ABOVE: 

Dodge  Viper 

LEFT: 

Technician 
installing  new 
equipment  in 
Nissan's  Smyrna, 
Tenn.  assembly  plant 
The  technological 
centerpiece  of  a 
$490  million  expansion. 


sible.  Decision  making  should  be  del 
egated  to  those  in  the  field  whereve 
possible,  for  in  business,  as  in  warfare 
there  is  usually  no  time  to  refer  deci 
sions  all  the  way  up  the  chain  o 
command. 

In  U.S.  manufacturing,  too  otter 
there  is  friction  between  labor  am 
management,  between  the  financia 
division  and  the  design  engineers,  am 
so  on  throughout  the  organization  j 
In  the  Sixties  and  Seventies,  this  fine  { 
rion  slowed  innovation  and  the  adop 
tion  of  the  latest  technology  in  mam 
of  America's    major   manufacturing! 
companies. 

In  developing  the  Taurus,  Ford  go 
rid  of  a  great  deal  of  this  friction.  I 
abandoned  its  rigidlv  hierarchical  pyr 
amid  organization  And  chose  a  hub 
rim  approach,  with  the  overall  cai 
program  management  in  the  centei 
connected  to  all  elements  of  the  team 
from  manufacturing  to  scrwec.  The 
Taurus  was  and  is  a:i  outstanding 
success  in  an  American  industry  that 
has  had  too  few  mi,  >f  late. 

Hack  to  the  recent  Gulf  war.  In 
providing  the  military  framework  for 
the  new  l.S  approach  to  fighting 
wars.  Colonel  Boyd  went  beyond  von 
Clausewitz's  idea  of  minimizing  oncH 
own  friction  to  the  idea  of  maximiz- 
ing friction  for  the  enem\  at  the  same 
time.  Wrote  Boyd:  "Mcnt.dlv  wc  can 
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olate  our  adversaries  by  presenting 
lem  with  ambiguous,  deceptive,  or 
ovel  situations,  as  well  as  by  operat- 
g  at  a  tempo  they  can  neither  make 
ut  nor  keep  up  with,  .  .  .  twisting 
eir  mental  images  so  that  they  can 
cither    appreciate    nor    cope    with 
hat's  really  going  on." 
This  idea  came  from  Sun  Tzu,  the 
hinese  military  strategist  of  the  4th 
cntury  B.C.  His  book  The  Art  of  War 
a  favorite  among  Japanese  business - 
en.  Sun  Tzu's  axioms  (see  box,  p. 
62)  describe  an  antithesis  of  attrition 
arfare.  Shortly  before  the  air  war 
gainst  Iraq  began,  Brigadier  General 
Russell  Sutton,  director  of  the  Marine 
Corps  operations  division,  was  re- 
ported as  saying,"The  last  thing  we 
tvant  to  do  is  try  to  meet  him  [Hus- 
sein] head-on.  This  is  pure  Sun  Tzu." 
No  Sun  Tzu  addict,  Saddam  Hus- 
sein relied  on  forcing  us  to  fight  the 
land  of  war  he  had  fought  for  so  long 
kvith  the  Iranians — direct  frontal  as- 
sault against  fortified  positions.  Coali- 
*Jel  tion   commander   General   Norman 
otc  Schwarzkopf  not   only    refused    to 
oblige  him  but  he  also  did  everything 
possible  to  confuse  Hussein. 

Before  the  ground  war  began,  Ma- 
rine Brigadier  General  Richard  Neal 
noted  in  a  briefing:  "We're  inside  his 
'and decision  making  cycle.  We  can  see 
iaj  what  he's  been  doing,  we  can  kind  of 
M  anticipate  what  his  next  move  is  going 
to  do,  and  we  can  adapt  our  tactics 
accordingly." 

Using  similar  tactics,  Japanese  busi- 
ness has  confronted  our  rather  cum- 
iffl  bersome  mass  production  techniques 
with  flexible  manufacturing  and  by 
accelerating  the  pace  of  innovation 
l.Itj  and  production.  This  helps  explain 
why  the  Japanese  can  respond  more 
rapidly  to  changes  in  consumer  auto- 
motive tastes  than  American  produc- 
ers seem  able  to  do. 

A  key  advantage  of  flexible  manu- 
facturing is  that  it  can  quickly  gener- 
ate a  large  variety  of  novel  products  to 
overwhelm  a  competitor.  In  a  1988 
Harvard  Business  Review  article, 
George  Stalk  describes  the  Honda- 
Yamaha  "variety  war,"  in  which  one 
ng|,  Japanese  company  defeated  a  rival 
Japanese  company  by  getting  inside 
its  time/cycle  loop. 

The  two  companies  started  with  60 
models  of  motorcycles.  In  18  months, 
Honda  introduced  or  replaced  113 
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It  is  an  industrial  irony  that  the  manufacture 
process  for  one  of  the  hardest  of  man-made 
materials,  tungsten  carbide  hard  metal,  begin: 
as  a  blend  of  very  fine,  "soft"  powders.  The 
intimately  mixed  blends  —  so  called  grade 
powders  —  are  pressed  and  molded  into 
industrial  cutting  tools  and  wear  parts,  but 
the  final  hardness  and  toughness  of  the  parts | 
are  subsequently  achieved  only  after  a  high 
temperature  densification  process  called  sintering 
"Agglomeration"  before  pressing  is  a  key  step1 
necessary  to  give  adequate  flow  properties  to 
grade  powders  for  uniform  mold  or  die  fill. 

etelligence 

Fansteel  VR/Wesson's  Hydro  Carbide  plant  ha 
developed  a  revolutionary  process  for  powder 
agglomeration.  Not  only  does  this  process  mak 
grade  powder  with  superior  quality,  but  it  doe 
so  with  much  less  investment  and  operating 
cost  than  traditional  agglomerating  methods. 
As  a  result,  Fansteel  VR/Wesson,  a  leader  in 
tungsten  carbide  cutting  tools  and  wear  parts 
for  over  four  decades,  continues  to  keep  its 
competition  hard  pressed  to  keep  up.  Applied 
Metelligence  at  Fansteel  VR/Wesson  Hydro 
Carbide  means  producing  the  highest  quality 
hard  metal  cutting  tools  and  wear  parts  at  the 
lowest  cost  to  our  customers.  It  is  one  more 
reason  it  will  pay  you  to  know  more  about  us 
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Fansteel  \'li  Wesson  Hydro  Carbiii, 
a  major  supplier  of  tungsten  earbide 
pressed  round  tool  blanks  and  preforms 
used  to  produee  rotary  tools  and  uear 
parts  like  those  shown. 


[Fansteel 

1  Tantalum 
North  Chicago,  IL  6006- 

71  -  -00 
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adds,  turning  over  its  product  line 
ice.  Yamaha  managed  only  37 
anges  to  its  line.  Honda  introduced 
tvelty — four-valve    engines,    com- 

°&H  tsites — which  the  customer  began 
expect.   But  Yamaha  could  not 
iver,  and  it  was  crushed.  At  one 
>int  it  had  more  than  12  months  of 
ventory  in  its  dealers'  showrooms. 
(s  cycle  time  had  been  stretched  out; 
friction  (that  inventory)  had  been 
aximized.  Honda  had  been  able  to 
irn  manufacturing  into  a  marketing 
leapon. 

Is  U.S.  business  slower  than  the 
.S.  military  to  recognize  the  need 
r  a  new  strategy?  Yes,  but  more  U.S. 

erj]jl)mpanies  appear  to  be  beginning  to 
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America  is  standing  tall 
again  militarily  because 
we  heavily  invested  in  a 
highly  trained  force  and 
advanced  technology. 
The  reason  America  is  hav- 
ing trouble  competing 
economically  is  that  we 
neither  invest  in  a  highly 
trained  work  force  nor 
devote  adequate 
resources  to  advanced 
civilian  technology. 


inderstand  the  need  for  speeding  up 
heir  cycle  times.  A  current  television 
idvertisement  has  Chrysler  Chairman 
^ee  Iacocca  showing  off  the  new 
Dodge  Viper,  which,  he  boasts,  was 
onceived  in  1989  and  will  reach 
ihowrooms  next  January.  "For  those 
}f  us  who  forgot,"  Iacocca  says,  "it's 
:alled  being  competitive." 

A  fast-cycle  business  strategy  re- 
duces risk,  especially  in  volatile  busi- 
nesses such  as  women's  fashion. 
Clothing  orders  from  the  Far  East  can 
require  9  months'  lead  time,  but  de- 
mand can  be  as  much  as  40%  above  or 
Ubelow  such  long-range  forecasts.  In 
recent  years  U.S.  domestic  manufac- 
turers have  reduced  the  lead  time  to 
weeks,  which  reduces  the  inaccuracy 
of  forecasts  to  10%.  The  American 
textile  manufacturer  Milliken  &  Co. 
can  deliver  fabric  to  customers  in  a 

(week  or  less.  Nicole  Miller,  a  maker  of 
men's  and  women's  apparel,  started 
moving  manufacturing  back  to  the 
U.S.  in  1986,  and  almost  all  of  its 
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I  General  Dynamics 
|   F-16  taking  off 
1   on  a  bombing  run 
to  Iraq 
Wiping  out 
Saddam 

Hussein's  ability 
to  see  what  the 
U.S.  was  doing 
created  the  kind 
of  friction  that 
made  the  war 
easier  to  win, 
and  with  fewer 
coalition 
casualties. 
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dresses  and  suits  are  now  made  here. 
Thus,  aside  from  improving  the  com- 
petitiveness of  U.S.  companies,  fast- 
cycle-time  manufacturing  is  a  way  to 
bring  jobs  back  home. 

The  reason  America  is  standing  tall 
again  militarily  is  that  we  had  heavily 
invested  in  a  highly  trained  force  and 
advanced  technology,  and  we  applied 
John  Boyd's  time -based  approach  to 
our  Gulf  strategy.  The  reason  Ameri- 
ca is  having  trouble  competing  eco- 


nomically is  that  we  do  too  few  of 
these  things:  We  neither  invest  in  a 
highly  trained  work  force,  nor  devote 
adequate  resources  to  advanced  civil- 
ian technology,  nor  take  a  systematic 
approach  to  our  economic  strategy, 
such  as  having  a  fast-cycle  production 
system  or  a  manufacturing  industrial 
policy. 

In  meeting  this  challenge  the  feder- 
al government  has  a  role  to  play.  It 
already  has  a  proven  model  for  the 


SunTzu 
says 


"All  warfare  is  based 
on  deception." 

"Offer  the  enemy  a  bait 
to  lure  him;  feign  disorder 
and  strike  him." 

"In  war,  numbers  alone 
confer  no  advantage.  Do 
not  advance  relying  on 
sheer  military  power." 


"The  enemy  must  not 
know  where  I  intend  to 
give  battle,  for  if  he 

docs  not  know  where 
I  intend  to  give  bat 


tie  he  must  prepare  in  a 
great  many  places.  And 
when  he  prepares  in  a  great 
many  places,  those  I  have 
to  fight  in  any  one  place 
will  be  few." 

"For  to  win  100  victories 

in  100  battles  is  not  the 
acme  of  skill.  To  subdue 
the  enemy  without  fighting 
is  the  acme  of  skill." 

"Thus,  what  is  ot'  su- 
preme importance  in  war 
is  to  attack  the  enenn  *s 
strategy.  ..." 
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diffusion  of  new  technologies:  Th 
U.S.  Agricultural  Extension  Servic 
has  a  budget  of  more  than  SI. 2  bil 
lion,  9,650  county  agents  and  a  stal 
of  4,650  scientists  and  technical  e\ 
perts.  The  effort  pays:  One  stud 
found  a  27%  return  on  investment  ii 
agricultural  research,  extension  am 
farmers7  schooling.  Agriculture  con 
tributes  just  2%  to  the  GNP,  whili 
manufacturing  makes  up  19%.  Ye 
public  funding  for  worker  training 
and  retraining  dropped  in  the  I'.S 
more  than  50%  during  the  1980s 
from  S13.2  billion  to  $5.6  billion. 

The  U.S.  labor  force  is  projected  n 
increase  only  1  %  a  \  ear  in  this  decade  ( -:; 
and  productivity  has  been  growing  a  ' 
barely  1%  a  year.  Unless  something 
changes,  this  almost  guarantees  thai 
OUT  economy  cannot  grow  more  thai 
2%avear.  If  Japan  is  able  to  maintain : 
4%  annual  growth  rate,  its  cconomv 
will  surpass  ours  in  around  2 

None  of  this  is  foreordained,  flu 
Gulf  war  has  shown  that  we  Ao  know 
how  to  operate  on  a  fast  c\cle,  and^ 
that  we  do  know  how  to  use  tcchnol 

og\  to  our  advantage.  Now  we  have 
to  apply  those  lessons  to  manufactur 
ing.  We  have  onh  barely  begun  to 
do  • 
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Everybody  does  tax  planning.  Now  we  are  learning  a 
new  trick:  Medicaid  planning.  The  idea  is  to  shield  your 
assets  from  devastating  nursing  home  bills. 

The  King  Lear 
strategy 


By  Laura  Saunders 

Our  unpleasant  topic  today  is  how 
to  arrange  for  extended  care  in  a 
nursing  home  without  (1)  buying 
nursing  home  insurance,  or  (2 )  devas- 
tating assets  you  had  hoped  to  leave  to 
your  spouse  or  heirs.  Put  another  way, 
the  question  is:  Can  you  artificially 
impoverish  yourself  and  get  Medicaid 
to  foot  the  nursing  home  bill? 

Medicaid  is  the  partnership  be- 
tween Washington  and  the  states  that 
pays  medical  bills — including  nursing 
home  charges — for  poor  people  of 
any  age.  Medicare,  on  the  other  hand, 
provides  health  insurance  to  people 
over  65,  regardless  of  personal  net 
worth,  but  it  doesn't  cover  extended 
nursing  home  care. 

With  Medicaid,  the  name  of  the 
game  is  to  arrange  your  assets  so  that 
you  meet  the  poverty  standards  legal- 
ly, while  sheltering  some  wealth  for 
the  benefit  of  your  spouse  or  your 
children.  Example: 

Mary  B.,  who  recendy  died,  was 
residing  in  a  $60,000-a-year  nursing 
home  in  the  Boston  area.  She  suffered 
from  advanced  Alzheimer's  disease, 
and  her  husband  feared  her  nursing 
home  costs  would  consume  their  en- 
tire savings  of  $350,000.  So  he  ar- 
ranged to  put  the  money  in  an  irrevo- 
cable trust  designed  to  protect  the 
principal.  It  specified  that  no  income 
or  principal  was  to  be  paid  toward  her 
nursing  home  costs.  The  result  was 
that,  after  an  initial  waiting  period, 
Mary's  personal  balance  sheet  made 
her  poor  enough  that  her  nursing 
home  bills  were  paid  by  Medicaid. 

Such  dodges  are  legal,  but  are  they 
ethical?  Stephen  Moses,  a  former  ted 
eral   health  care   administrator   now 
working  for  Kirkland,  Wash. -based 
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LTC  Inc.,  an  insurance  consulting 
group,  is  uncomfortable  with  them. 
"It  is  perverse,"  says  Moses,  with 
conviction,  "to  take  scarce  public  as- 
sistance money  and  use  it  to  indemni- 
fy the  inheritances  of  the  upper  mid- 
dle class." 

Yet  so  expensive  has  nursing  home 
care  become  that  many  older  Ameri- 
cans are  repressing  moral  qualms  and 
considering  ploys  that  will  qualify 
them  for  state  aid.  A  new  legal  subspe- 
cialty has  sprung  up  to  help  them: 
Medicaid  planning  lawyers,  many  of 
them  members  of  the  National  Acad 
emy  of  Elder  Law  Attorneys  in  Tuc- 
son. Various  tactics  are  detailed  in 
books  like  The  Medicaid  Planning 
Handbook,  by  Alexander  Bove  (to  be 
published  by  Little,  Brown  in  lanuary). 

At  the  base  of  Medicaid  planning  is 
the  fact  that,  to  qualify,  m\  individual 
has  to  meet  both  asset  m\<A  income 
tests.  In  all  states,  assets  are  limited  to 
a  "reasonable*1  amount  of  persona] 
property,  including  a  ear;  a  tew  thou 
sand  dollars  in  cash  and  miscellaneous 


L 


items  like  burial  funds;  and  a  home 
it  is  the  principal  residence  (see  bi 
opposite). 

One  obvious  asset  shuffle:  Owi 
lavish  home,  unmortgaged.  No 
can  take  your  house  as  long  as  yc 
your  spouse  or  your  dependents  2 
living  there.  So  it  may  make  sense 
use  financial  assets  to  pay  down  de 
or  make  improvements. 

The  operative  word  is  "may."  Fe 
eral  rules  give  the  states  the  right 
recover  Medicaid  payments  from  rj 
recipient's  estate.  Many  states,  such 
Pennsylvania,  don't  go  after  homes- 
yet.  But  others,  including  Massach 
setts  and  New  York,  do. 

Note  that  iras  do  not  count 
exempt  assets.  Thus,  the  lump  su 
pension  you  take  today  may  be  goi 
bled  up  by  a  S50,000-a-year  nursir    - 
home  tomorrow,  leaving  your  spou 
destitute  when  you  die. 

Then  there  is  the  income  test  fyfcov 
Medicaid,  which  varies  widely  fro 
state  to  state.  Some,  including  Ne.^ 
York,  Massachusetts  and  Connec 
cut,  pay  the  difference  between  wha    '  ;: 
ever  the  nursing  home  costs  and  yoi  L- 
income.  So  suppose  your  private  pc 
sion  and  Social  Security  total  S2,00( 
month.   If  the  nursing  home  a>- 
$3,000  a  month,  the  state  will  pay  tl 
difference. 

In  19  states,  however,  even  a  pennt-  -: 
over  the  income  limit — often  SI  ,22 
a  month — totally  disqualifies  a  pane 
from  Medicaid  assistance.' 

What  if  the  sick  person  is  marriec\L-; 
Though  children  xcc  not  obligated  t 
contribute    to    nursing    home    bill  ^ 
spouses  are.  The  well  spouse  gets 
keep  only  $66,480  in  extra  assets  a 
income  of  up  to  SI, 662  per  montl 
Above    those    modest    levels,    yoi: 
spouse  is  expected  to  burn  throu. 
your  combined  assets  and  income 
care  for  you.  J^- 

Also  note  that  in  measuring  asset! 
federal  law  refuses  to  recognize  tr.r 
fers  if  they  occur  within  ,^0  months 
w  hen  a  patient  enters  a  nursing  hom 
In  other  \\  ords,  anyone  who  is  cons  t 
ering  what   might   be  called   '"kin; 
1  ear  deeds"     parking  n  th     v 

hands  of  children     is  well  advis 
draw  up  the  papers  earl\  if  the  desire*   , 
asset  transfer  is  to  he  fully  effective.    L 

Suppose  YOU  grant  a  power  ot  attor 
ne\  to  your  children,  with  instruc 
tions  to USC  thedocument  to  strip  yoi 
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To  qualify  for  Medicaid 
assistance  for  long-term 
health  care,  the  applicant 
may  have  no  more  than  the 
following: 

■  life  insurance  with  a 
face  value  up  to  $1,500; 

■  "reasonable"  amount 
of  personal  property — 
clothes,  furniture,  jewelry 
and  the  like; 

■  burial  fund  up  to 
$1,500  and  a  burial  space; 

■  car,  within  certain  lim- 
its; home  of  any  value,  if  it  is 


the  principal  residence. 

In  all  states,  all  income 
must  be  applied  against  the 
costs  of  care;  in  19  states, 
if  your  income  is  over  a  set 
amount,  often  $1,221  a 
month,  you  are  automati- 
cally denied  any  Medicaid 
assistance. 

Under  a  recent  federal 
law,  the  spouse  of  a  Medic- 
aid recipient  may  also 
keep  up  to  $66,480  of  extra 
assets  and  some  extra  in- 
come. -L.S.  H 


nP »  f  your  $500,000  net  worth  as  soon  as 

x^  ou  enter  a  nursing  home.  Under  the 

nursu  10-month  rule,  your  children  will  pay 

spou  our  nursing  home  bills  for  the  first 

Vfe  years,  after  which  Medicaid  will 

"lake  over.  The  arrangement  may  still 

TOIpe  worthwhile.  If  the  home  costs 

I  '*  l>40,000  a  year,  your  heirs  would  be 

NM  raying  $100,000  to  shield  $500,000. 

u™    Leery  of  giving  your  children  such 

"I'01  inlimited    power?    Consider   doing 

r0  vhat  Mary  B .  's  husband  did :  set  up  an 

.000  n-evocable  trust.  The  trust  would 

cos  rypically  provide  that  income — which 

w  :an  be  arranged  to  be  minimal — goes 

:o  the  couple  setting  up  the  trust  for 

m  the  rest  of  their  lives.  If  one  goes  into  a 

"  iome,  the  income  is  paid  only  to  the 

]°  lealthy  spouse.  When  both  have  died, 

the  principal  goes  to  the  children  or 

^  some  other  beneficiary. 

But  if  you  plan  to  engage  in  Medic- 
aid planning,  don't  assume  it  will  be  a 
s ^carefree  ride  on  Uncle  Sam.  Here  are 
some  caveats: 

First,  think  through  the  ethical 
questions.  Second,  don't  be  surprised 
if  Congress  disagrees  with  your  con- 
clusion and  tries  to  undo  retroactively 
the  fruits  of  your  planning.  In  1989, 
for  example,  lawmakers  closed  a  loop- 
hole that  allowed  the  well  spouse  to 
make  exempt  transfers  of  the  couple's 
assets.  Because  Medicaid  costs  for 
long-term  care  are  growing  explosive- 
ly, Congress  is  likely  to  revisit  the  area. 
States,  which  share  Medicaid's  run- 
''away  costs  with  the  feds,  are  also 
*|  cracking  down  on  Medicaid  planners. 
In  order  to  sniff  out  asset  divestitures, 
Massachusetts  now  requires  appli- 
cants to  submit  copies  of  back  tax 
returns.  Massachusetts  also  requires 


the  executor  of  an  estate  to  notify 
welfare  officials  if  the  deceased  re- 
ceived Medicaid  money.  Missouri  has 
a  law  authorizing  the  state  to  recover 
Medicaid  benefits  received  by  the  first 
spouse  from  the  estate  of  the  second. 
Oregon  has  found  that  for  every  dol- 
lar it  spends  on  recovery  of  improper 
Medicaid  payments,  it  gets  $14. 

Remember,  too,  to  make  sure  that 
the  nursing  home  you  want  to  enter 
takes  Medicaid,  and  under  what  cir- 
cumstances. In  some  states,  notably 
California  and  Illinois,  it's  legal  for  a 
home  to  take  only  private-pay  clients; 
many  of  the  best  homes,  including 
those  of  a  top -of- the -line  chain  like 
Manorcare,  Inc.,  don't  accept  Medic- 
aid patients  in  those  states. 

Finally,  remember  what  you  will 
give  up  if  you  go  onto  Medicaid.  A 
strategy  that  might  make  sense  in 
Medicaid  planning — such  as  opting 
for  a  pension  with  survivorship  bene- 
fits, rather  than  a  lump  sum — may 
make  no  tax  or  investment  sense. 

You  probably  don't  want  to  live  out 
your  life  in  artificial  poverty,  waiting 
for  an  illness  that  may  never  come.  Yet 
to  qualify  for  this  assistance,  you  will 
certainly  give  up  control  over  nearly 
all  your  assets.  To  work,  a  Medicaid 
transfer — either  to  a  trust  or  to  rela- 
tives— must  be  irrevocable.  Anyone 
planning  a  Medicaid  dodge  should 
ask  if  he  or  she  really  wants  to  risk 
ending  up  like  King  Lear.  ■■ 

*  Alabama,  Alaska,  Arkansas,  Colorado, 
Delaware,  Florida,  Georgia,  Idaho,  Iowa, 
Louisiana,  Nevada,  New  Jersey,  New 
Mexico,  Oklahoma,  South  Carolina,  South 
Dakota,  Tennessee,  Texas,  Wyoming. 
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To  put  Black  under 

someone's  tree, 
call  1-800-238-4373. 


Send  a  gift  ol  Johnnie  Walker'  Black  Label' 
anywhere  in  the  U.S.A. 
Void  where  prohibited. 


Everything  MIS  needs  to  know  about 

the  difference  between  a  Compaq  PC 

with  Intelligent  Modularity 

and  a  merely  upgradable  PC. 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 


isjjJM 


DESKPRO/M  PCs  have  Intelligent 
Modularity,  which  goes  far 
beyond  ordinary  upgradability. 
This  unique  design  makes 
these  PCs  a  smart  investment  I 
for  today  and  tomorrow. 

Smart  for  today 
designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  standardize  on  one  platform.  And  since  the  parts 


Suggested  Resale  Price  starts  at  just  over  $3,000  for 
this  family  of  four  remarkable  PCs. 


DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely,  over 
^^^^^^1^    the  network.  A  big  time-  and  monej 
saver  for  MIS  managers. 

Smart  for  tomorrow —built  I 

adapt  to  changing  technology  and  changir 

needs.  With  Intelligent  Modularity,  upgrac 

1  expanding  only  takes  about  five  minutes 


High-Speed  Memory  Board. 


Processor  Board 


Nobody  else  gives  you  all  the 
advantages  you  get  with  the 
COMPAQ  DESKPRO/M  PCs. 

COMPAQ 

DESKPRO/M 

FAMILY 

ALR 

BUSINESS 

VEISA 

AST 

PREMIUM 

II 

DELL 

POWERLINE 

DE 

IBM  PS/2 
MODEL  90 

1.  Five-board  modular  design 

Yes 

No 

No 

No 

No 

2.  Upgradable  video  without 
using  an  expansion  slot 

Yes 

Yes 

No 

No 

No 

3.  Separate  I/O  board  for  potential 
enhancements  and  ease  of  service 

Yes 

No 

No 

No 

No 

1    M  1-                  it\  mi  hiding 
i  gbli  |i 

Yes 

No 

No 

No 

No 

5.  System  configuration  and  ID 

ibei  available emoiy 

and  a               lotelj 

No 

No 

No 

Yes 

6.  Powci  suppl)  adequate  foi  all 
expansion  needs 

240w 

I50w 

I45w 

220* 

194m 

are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less,  too. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Management  provision.  Each  COMPAQ 


And,  thanks  to  unique 
Compaq  engineering 
you  get  optimum 
performance  no 
matter  how  you 
configure  your 
system. 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 
boards  and  peripherals.  Superior  thermals  keep  things  coo 
no  matter  how  many  options  you  add.  And  the  240-watt 

power  supply  can  take  anything  you  plug  ir 
Call  your  Authorized  COMPAQ  Compute 
Dealer  and  ask  to  see  the  wonders  of  the 
*  COMPAQ  DESKPRO  M  PCs  firsthand.  , 
Call  1-800-231-0900,  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 


4.  EISA  Bus 
'  Board. 

Intelligent  Modularity— Five  separate  subsystem 
let  you  upgrade  or  replace  onty  uVwf  you  need. 
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Everything  the  boss 
needs  to  know. 


i' its 
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1.  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


en 
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It  simply  works  better. 


Landing  in  a  nursing  home  can  be  a  ticket  to  financial  ruin.  Insurance 
makes  sense,  but  you  have  to  be  very,  very  careful  buying  it. 

The  promises  and 
pitfalls  of  nursing 

home  insurance 


By  Carolyn  T.  Geer 

Among  the  2.2  million  Americans 
who  turned  65  last  year,  43%  will 
spend  some  time  in  a  nursing  home 
before  they  die,  according  to  the  New 
England  Journal  of  Medicine.  Among 
those  who  enter  a  home  and  stay  two 
years  or  more,  90%  will  bankrupt 
themselves  within  that  period. 

For  a  lot  of  people  who  aren't 
wealthy  and  don't  want  to  shuffle 
their  assets  in  such  a  way  that  Medic- 
aid will  pick  up  their  nursing  home 
bills  (see  preceding  story),  insurance  to 
cover  nursing  home  bills  makes  sense. 
But  nursing  home  insurance  carries  its 
own  hazards.  These  include:  tricky 
exclusions  that  make  it  difficult  to 
collect,  underwriters  that  quit  the 
business  or  go  bankrupt,  inflation 
that  makes  the  coverage  you  buy  to- 
day next  to  worthless  when  you  enter 
a  nursing  home  a  decade  hence. 

Consumer  Reports  launched  a 
scathing  attack  on  the  industry  in  its 
June  issue,  and  some  of  the  industry's 
more  credible  executives  level  their 
own  criticism.  Says  Ronald  Hagen,  a 
vice  president  for  product  develop- 
ment at  AmEx  Life  Assurance,  an 
American  Express  Co.  subsidiary  that 
is  one  of  the  largest  sellers  of  this 
insurance:  "There  have  been  some 
companies  rhat  have  looked  for  a 
quick  market  share  and  have  under- 
priced  their  products  and  have  not 
trained  or  monitored  their  agents  ap- 
propriately, and  they  have  given  this 
industry  a  very  large  black  eye." 

Still,  the  fear  of  running  out  of 
money  in  one's  old  age  and  becoming 
a  burden  on  one's  children  is  a  power 
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ml  incentive  to  look  for  long-term 
care  insurance.  The  fear  is  probably 
exaggerated.  Almost  half  of  those 
who  enter  a  nursing  home  die  or  leave 
within  a  year.  But  one  patient  in  five 
will  stay  five  years  or  more.  At  a  typical 
cost  of  $30,000  a  year,  in  today's 
dollars,  a  five-year  stay  would  bank- 
rupt a  lot  of  middle -class  couples. 

Today  there  are  some  140  compa- 
nies selling  long-term  care  insurance, 
up  from  around  20  in  1985.  Most  of 
these  policies  are  sold  to  individuals, 
though  they're  increasingly  being 
peddled  as  group  policies  through 
optional  workplace  purchases  or  as 
adjuncts  to  life  insurance  policies. 

Insurers  are  running  prime-time 
television  ads.  They  are  also  teaming 
with  brokers — John  Hancock  Insur- 
ance Co.  with  Merrill  Lynch,  AmEx 
Life  with  its  sister,  Shearson  Leh- 
man— to  find  clients.  Travelers  Corp. 
pays  hospitals  to  host  seminars  on 
long-term  care  that  include  pitches 
for  insurance. 

The  policies  aren't  cheap,  especially 
for  older  folks.  A  65 -year- old  man 
could  pay  $1,500  a  year  for  a  policv 
that  would  cover  nursing  home  care 
without  any  limits  on  duration  of  sta\ . 
and  with  $100  a  day  as  a  maximum 
reimbursement.  A  75-year-old  would 
pay  $2,500  a  year  for  the  same  polio 
And  cither  buyer  would  have  to  be 
pretty  healthy  to  get  coverage  at  all. 
Most  companies  weed  out  applicants 
who  are  already  diagnosed  with  Alz- 
heimer's or  Parkinson's  disease 

Here  are  some  of  the  hazards  lurk 
mg  in  long  term  care  policies 


■  The  most  restrictive  policies  cove 
only  "skilled"  care — that  is,  care  or 
dered  by  a  doctor  and  given  by 
registered    or   practical    nurse — and 
only  if  you  spend  three  days  in  th«, 
hospital  before  going  into  a  nursinj 
home.  The  effect  of  this  limitation  il 
to  exclude  the  typical  nursing  homj 
patient,  who  doesn't  need  constanl 
medical  attention,  yet  is  unable  tc 
take  care  of  himself.  The  three-dai 
prior  hospital  stay  requirement  h« 
been  outlawed  in  most  states. 

More  liberal  policies  require  onhP 
that  the  policyholder  be  unable  tc 
perform  certain  daily  activities — eat 
ing,  dressing  or  moving  from  a  bed  tc 
a  chair — before  claims  will  be  paid 
But  be  warned:  Companies  can  define 
living  activities  in  a  way  to  make  col 
lecting  difficult.  Make  sure  your  poli 
cy  covers  cognitive  as  well  as  physica  t 
impairments,  advises  Deena  Katz,  co 
author  of  Planning  for  Long-Tern. 
Health  Care.  And  try  to  buv  a  policx 
that  covers  care  at  home  as  well  as  ir 
an  institution.  That  way,  you  won't  b< 
forced  into  a  home  before  necessary. 

■  The  policy  may  not  keep  up  with 
inflation.  Say  you  are  60  and  will  goL 
into  a  nursing  home  at  age  SO  If  costs 
keep  climbing  at  "'  a  \ear,  toda\*s 
$45,000  a  year  home  will  be  billing 
$175,000  i  year  when  you  enter  A 
policy  allowing  for  up  to  5%  a  year  in 
cost  escalation  is  typical.  It  would  cosVj1 
only  a  little  more  for  an  older  buyer,  a 
lot  more  for  a  voting  0OC 

■  The  policy  may  not  be  guaranu 
renewable — meaning  that  the  insurer 
in  effect  has  the  right  to  confiscate 
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;asy,    however,    to   imagine    the   writer's    pleasure   as   your   gift   glides   effortlessly    across    the    page.    Not 


tbe 
try. 


Few  gifts  inspire  as  many  handwritten  thank  you  letters. 

It's  difficult,  perhaps  impossible,  to  resist  putting  pen  to  paper  after  unwrapping  a  Parker.   It's 


51<:*nerely  communicating  a  message,  but  expressing  the  character,  style  and  personality  of  its  new  owner. 
,co- 

A  Parker  will  achieve  this  without  leaking,  blotting  or  drying  up,  due  to  an  ink  collector  system 

)licy 

engineered  to  0.75  of  one-thousandth  of  an  inch.  A  nib  which  is  cut  and  pressed  from  18  karat  gold.  And  a 

uthenium  tip,  which  is  four  times  harder  than  steel  and  ten  times  smoother.  (All  told,  it  still  takes  four 

Allays  to  make  a  Parker  nib.) 
3St» 

It  is  said  that  it  is  better  to  give  than  receive.  Give  a  Parker,  and  at  least  you'll  have  it  in  writing. 

% 
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your  savings.  How  so?  Long-term 
care  insurance  premiums  are  designed 
to  stay  the  same  every  year  as  you  age. 
That  means  you  pay  much  more  in  the 
early  years  than  is  statistically  neces- 
sary to  cover  your  risk  of  immediately 
entering  a  nursing  home;  the  excess  is 
supposed  to  be  put  aside  in  reserve  to 
keep  your  rate  low  in  later  years.  But 
in  23  states  insurers  may  cancel  a 
nursing  home  policy  at  any  time,  thus 
robbing  the  policyholder  of  the  equi- 
ty he  thought  he  was  building  up  with 
his  early-year  premiums. 

■  The  premium,  which  is  supposed  to 
stay  constant,  may  shoot  skyward.  If 
your  policy  is  guaranteed  renewable 
over  your  lifetime,  an  insurer  cannot 
single  you  out  and  raise  your  rate 
selectively.  But  it  can  raise  rates  across 
the  board  for  all  policyholders,  or 
even  for  everyone  in  a  single  state  or 
single  age  group.  So  far  Conserv,  a 
Blue  Cross  of  Western  Pennsylvania 
subsidiary,  appears  to  be  the  only 
company  willing  to  guarantee  level 
premiums  for  life. 

■  The  insurer  may  take  your  money 
for  years,  then  decide  after  you  enter  a 
nursing  home  that  you  didn't  qualify 
for  coverage  after  all — probably  be- 
cause of  some  medical  problem  you 
failed  to  disclose  on  your  application, 
or  that  the  company  forgot  to  ask  you 
about.  An  older  person  may  forget  to 
tell  the  agent  about  a  certain  health 
problem.  Or  the  agent,  worried  about 


making  a  sale,  will  intentionally  leave 
the  condition  off  the  application.  You 
may  get  your  premiums  back,  proba- 
bly without  interest,  but  of  course 
then  find  it  is  too  late  to  buy  a  policy 
elsewhere.  Outrageous?  This  "post- 
claims  underwriting"  is  being  chal- 
lenged in  several  states.  You  should 
choose  an  insurer  that  will  thoroughly 
investigate  your  medical  history,  says 
Jerie  Charnow,  a  social  worker  in  New 
York  specializing  in  long-term  care 
for  the  elderly. 

■  The  policy  you  invest  in  today  may 
become  irrelevant  or  uncompetitive, 
and  you  may  not  be  permitted  to 
upgrade.  Insurers  are  constandy  im- 
proving upon  old  products  and,  in 
many  cases,  lowering  their  rates. 
Travelers  allowed  everyone  who 
bought  its  original  long-term  care 
policy  back  in  1987  to  trade  it  in  for  its 
new,  cheaper  policy  when  it  was  intro- 
duced earlier  this  year.  The  upgrades 
were  made  without  additional  evi- 
dence of  good  health,  and  the  new 
rates  were  based  on  policyholders' 
original  issue  ages.  In  October  lohn 
Hancock  introduced  the  third  version 
of  its  nursing  home  insurance  product 
in  five  years,  which  allows  all  existing 
ProtectCare  Plus  policyholders  under 
age  80  to  upgrade,  without  evidence 
of  health,  with  certain  provisos.  Rates 
will  be  calculated  at  today's  ages. 

If  you  do  buy  nursing  home  cover- 
age, advises  John  Fockler,  a  Mem- 


phis-based attorney  specializing 
the  legal  problems  of  old  people,  "g 
a  policy  that  covers  only  what  yo 
regular  income  can't  reasonably  cc 
er."  In  other  words,  protect  agair 
catastrophic  costs  (such  as  a  five  -ye 
stay)  while  self-insuring  for  small 
costs  (a  one-year  stay).  You  may  I 
able  to  get  a  substantial  price  break  1 
buying  a  policy  that  begins  payii 
benefits  only  after  you  have  spent 
year  in  the  nursing  home;  consid 
applying  the  money  you  save  with  th 
choice  toward  inflation  protection. 

Now  that  health  insurance  seems 
be  on  most  politicians'  minds,  Co 
gress  may  require  that  all  long-ter 
care  insurance  policies  conform 
certain  minimum  standards.  Sever 
bills  have  been  proposed  that  wou 
mandate  features  like  inflation  prote 
tion  and  nonforfeiture  benefits,  tl 
latter  a  guarantee  that  if  you  p;; 
premiums  for  years  and  never  coilec 
your  heirs  will  get  some  of  your  moi 
ey  back.  Either  feature  is  attractive  i 
the  consumer — but  each  costs  mom 
to  provide,  and  pushes  rates  up. 

For    additional    information 
long-term  care  insurance.  United  S< 
niors  Health  Cooperative  publishes 
consumer   guide    (1331    H    Street 
N.W.,  Suite  500,  Washington,  D.( 
20005;  $10).  Or  write  to  the  Nation 
Association  of  Insurance  Commi 
sioners  (120  W.   12th  Street,  Sui  . 
1 100,  Kansas  City,  Mo.  64105       " 
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A  better 
deal 

Perhaps  the  most  hope- 
ful sign  on  the  long-term 
care  front  is  an  innovative 
program  nearly  up  and  run- 
ning in  Connecticut. 

One  problem  with  pri- 
vate nursing  home  insur- 
ance is  that  the  ultimate 
beneficiary  is  the  govern- 
ment. Suppose  a  retiree 
has  $150,000  in  assets  and 
buys  insurance  with  a 
$100,000  benefit.  He  lands 
in  a  nursing  home  and 
runs  up  bills  of  $300,000. 
After  the  insurance  is 
used  up,  his  assets  pay;  only 
after  they're  gone  does 


the  government  pick  up  the 
last  $50,000  of  care. 

What  good  did  the  in- 
surance do  him?  Without  it, 
he  would  simply  have 
landed  on  the  Medicaid  roll 
a  little  sooner,  and  the 
government  would  have 
picked  up  a  bigger  tab. 

Connecticut's  plan  ad- 
dresses this  problem  by  al- 
lowing the  insurance 
buyer  to  keep  the  fruits  of 
his  investment.  It  works 
like  this:  An  individual  buys 
a  long  term  care  policy 
from  one  of  several  provid- 
ers, such  as  Travelers, 
Blue  Cross  Blue  Shield  o\ 
(  onnecticut  and  Ami  \ 
Life  Assurance  (,o  For  e\ 


ample,  a  healthy  60-year- 
old  man  would  pay  about 
$1,400  a  year  for 
$150,000  of  insurance. 

When  the  policyholder 
becomes  infirm,  he  enters  a 
nursing  home  (or  re- 
ceives home  care),  and  the 
policy  pays  the  cost  until 
its  benefit  is  used  up.  At 
that  point  he  transfers  to 
Medicaid,  which  allow  s 
him  to  keep  other  assets 
worth  as  much  as  the  dollar 
amount  of  his  policy. 

So  with  a  $200,000 
policy  he  can  preser\  G 
$200,000  for  himself,  his 
spouse  or  heirs  This  is  in 
addition  to  exempt  assets 
such  is  a  burial  reserve  or  a 


house  (if  his  spouse  lives 
there).  Of  course,  any  in- 
come, as  well  as  assets  in 
excess  of  the  insurance  pol 
cy,  must  be  spent  before 
Medicaid  payments  click  ii 

"This  gi\es  the  middle 
class  an  affordable  way  to 
plan  ahead,  which  is  what 
most  want  to  do."  s.i\s 
Kevin  tviahoney,  a  Con 
necticut  official  who  runs 
the  program. 

Similar  programs  arc 
under  wa)  in  New  York, 
California  .\nd  Indiana 
but  have  \et  to  get  feder. 
approval.  Policies  will  be 
available  in  Connecticut  b 
year  end.  s.ns  Maho 

-Laura  Saunders    ■ 


lei 

lan 


170 


Forbes  ■  December*  1*> 


i 


RELIABILITY: 


hie  of  the  ways  GE  Capital  brings  good  things  to  life. 
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f  you're  seeking  financing 
hese  days,  you  want  a 
partner  with  strength  and 
tability  as  well  as  an 
intimate  understanding  of 
M  your  needs. 

At  GE  Capital,  years  of 
outstanding  performance 
<  have  built  us  into  a  rock-solid 
financial  institution.  We  have 
clover  $70  billion  in  assets.  A 
triple-A  credit  rating.  And 
strong  ties  to  GE,  one  of  the 
world's  most  successful 
corporations.  This  strength 
enables  us  to  finance  even 
the  largest  and  most  complex 
transactions. 
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Xerox  Corporation  decided  to  sell  off  its 
third-party  financing  and  leasing 
businesses.  One  of  them  was  its  LMV 
fleet  leasing  operation.  Since  Xerox 
itself  was  an  LMV  customer,  it 
wanted  to  insure  that  the  new  owners 
could  provide  top-flight  customer 
service.  Enter  GE  Capital,  with 
$350  million  and  the  most 
experienced  corporate  fleet 
management  team  in 
North  America. 


Cogen  Technologies 
1         "*^    wanted  to  build  a 

cogeneration  plant 
and  sell  both  its 
electricity  and  its 
steam  byproduct. 
To  minimize  the 
hassle  and  expense 
on  this  large  project, 
Cogen  wanted  single- 
source  financing. 
GE  Capital's  cogeneration 
experts  recognized  a  good 
idea,  and  stepped  in  with 
$870  million. 


Our  success  has  also 
helped  us  attract  a  corps  of 
talented  people  with  special- 
ized experience  in  the 

businesses  on  which  we 

focus.  People 

with  the  expertise  to  weigh 
critical  variables  and  custom- 
tailor  a  program  to  your 
needs.  People  with  the 
creativity  and  initiative  to 


solve  even  the  toughest 
problems. 

Reliability.  Experience. 
Creativity.  These  qualities 
and  a  can-do  attitude  have 
helped  GE  Capital  bring 
financial  solutions  to  life  for 
nearly  60  years.  Give  us  a  call 
at  1-800-243-2222  to  find 
out  how  we  can  help  you. 

Macy's,  one  of  the  world's  premier 
department  stores,  wanted  to  sell  its 
private  label  credit  card  operation.  But  it 
wanted  a  buyer  that  would  continue 
Macy's  high  level  of  customer  service. 
Macy's  choice:  sell  its  $1.4  billion 
portfolio  to  Monogram  Bank  U.S.A., 
a  GE  Capital  subsidiary.  GE  Capital 
services  over  65  million  private    A  4 
label  credit  card  holders 
worldwide.  ^^0  *<* 


GE  Capital 

We  bring  good  things  to  life. 


Auto  Fleet  Financing  &.-  Services  •  Commercial  Equipment  Finani  ing  •  Commen  i.il  Real  Estate  Financing 

Computer  Leasing  •  Corporate  Finance  Croup  •  Financial  Guaranty  Insurant  <  Compan)  •  ( -l  ( '■('■  Financial   Hawaii 

Gelco  Space  •  Genstar  Container  •  Insurance  Services  •  Mortgage  Corporation  •  Polaris  Aircraft  Leasing  •  Railcai  Services 

Retailer  Financial  Services  •  TIP  •  Transportation  ana  Industrial  Funding  •  Vendor  Financial  Services 


The  Moscow  crowd  that  confronted  August's  coup  was 
fed  on  pizza  and  Pepsi.  It  was  a  colorful  demonstration  of 
how  PepsiCo's  decentralized  management  style  works. 

Victualler  to 
the  resistance 


By  Subrata  N.  Chakravarty 

As  tanks  rumbled  toward  the  Russian 
Republic's  parliament  building  in 
Moscow  during  August's  coup  at- 
tempt by  communist  diehards,  they 
were  confronted  by  thousands  of  ci- 
vilians who  erected  barricades.  The 
tense  confrontation  continued  for 
two  nights  and  days,  before  the  hard- 
line reactionaries  caved  in. 

But  the  antihardliner  demonstra- 


tors did  not  go  hungry  during  the 
standoff.  They  munched  pizza  and 
quaffed  cola  and  coffee  donated  by 
PepsiCo  Inc.'s  new  Pizza  Hut  restau- 
rant on  Kutuzovsky  Prospekt,  a  few 
hundred  yards  from  parliament. 

The  man  who  fed  the  communist- 
fighters  was  Alexander  Antoniadi, 
general  manager  of  Pizza  Hut's  two- 
store  joint  venture  with  the  Moscow 


city  administration.  Antoniadi,  hin 
self  a  former  bureaucrat,  made  ±1 
decision  in  the  true  spirit  of  decentra 
ized  decision  making.  Although  tht, 
learned  about  it  only  after  the  fac 
Antoniadi 's  superiors  were  pleased ; 
punch.     He     had    placed     PepsiC 
squarely  on  the  winning  side — an.  :  '.'- 
with  the  good  guys. 

It  was  a  bit  of  a  gamble  all  the  sam*' 
PepsiCo  has  been  operating  in  tr 
Soviet  Union  since  1974,  long  befoi 
glasnost,  and  has  30  Pepsi-Cola  bo  : 
ding  plants  there,  as  well  as  an  amb.  :.- 
nous  countertrade  business,  incluc 
ing  Stolichnaya  vodka  and  shipping 
Antoniadi's  decision  could  have  pi  - 
all  of  PepsiCo's  operations  at  risk,  bi 
it  was  a  good  one.  Andy  Ralalat,  th 
Englishman  who  is  Pizza  Hut's  ri  is; 
gional  operations  director  for  Easter  .  - 
Europe,  puts  it  this  w  ay:  "Alex's  vie 
was  that  the  guys  who  put  the  cou  \: 
into  action  didn't  like  what  was  goini:  ; 
on — the  fact  that  the  free  market  w . 
creeping  in."  So  Antoniadi  decide* 
that  his  personal  feelings  as  well  i 


Moscow  crowd  waiting  to  enter  the  Gorky  Street  Pizza  Hut 
Customers  come  because  they  want  to  sample  the  West. 
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siCo's  future  in  Moscow  depend - 
on  beating  back  the  coup. 
t  was,  in  many  ways,  a  typically 
si  operation.  Unlike  McDonald's, 
example,  PepsiCo  didn't  flood 
scow  with  expatriate  managers  to 
up  and  run  its  Pizza  Hut  restau- 
ts.  Pizza  Hut's  management  in  the 
viet  Union  is  entirely  Russian. 
esan  "\ye  were  convinced  at  a  pretty 
111 1  rly  stage  that  we  really  had  to  have  a 
>M  viet-managed  team  here,"  says  Ra- 
"D  at,  who  was  the  only  non-Russian 
lara  ;igned  to  Moscow  to  help  set  up 
^'u  terations.  "Wherever  we've  had 
P  ccess  with  joint  ventures,  it's  been 
veP  th  local  managers  taking  full  own- 
*M  >hip  of  the  concept,  buying  into  the 
it,|  iy  you  do  things,  and  running  the 
siness  as  if  it  were  their  own."  Once 
:  two  Pizza  Huts  were  up  and 
nning,  Rafalat  returned  to  London. 
But  how  do  you  find  a  good  man- 
2oi*er  in  a  society  that  discouraged 
M  )od  management?  The  Moscow  city 
udfwernment  offered  Rafalat  a  number 
people  from  whom  to  choose.  An- 
niadi  was  manager  of  a  state  restau- 
lt.  "Within  an  hour  after  I  met  him, 
was  knocking  on  my  hotel  door 
ying,  'Let's  go,'  "  Rafalat  recalls, 
e  took  me  to  his  facility.  I  saw  a 
an  restaurant — the  first  clean  res- 
urant  I'd  seen  in  Moscow.  I  saw 
ople  who  were  cleanly  dressed  and 
"riling,  and  the  food  was  good.  In  a 
orld  that  was  closed,  this  was  a  guy 
ho  had  an  open  mind — somebody 
ho  knew  the  Russian  market  but 
hose  mind  was  sufficiendy  open  to 
:  able  to  change." 
Open-mindedness  and  flexibility 
e  essentials  for  a  manager  here. 
"There's  very  little  conception  of 
w  business  fits  into  the  fabric  of 
)ciety,"  says  Rafalat.  "Probably  the 
ggest  single  challenge  is  trying  to 
t  that  bridge  organized  between 
e  two  systems  and  ending  up  with  a 
ray  of  doing  things  that  is  under- 
andable  by  people  of  two  very  differ- 
it  backgrounds." 

Soviet  workers  do  understand  qual- 
even  though  as  workers  they 
orked  in  a  system  that  put  no  premi- 
on  quality.  "When  you  go  to 
meone's  house,"  Rafalat  says, 
people  make  incredible  efforts  in 
:rms  of  what  they  deliver  out  of  the 
loddy  quality  that's  available  there.  I 
link  they  will  do  the  same  in  business 
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if  you  give  people  the  chance." 

Pizza  Hut's  partner,  the  city  gov- 
ernment, in  early  1989  provided  two 
good  locations  for  the  first  restau- 
rants— the  one  on  Kutuzovsky  Pro- 
spekt,  where  many  foreigners  live,  the 
other  on  Gorky  Street,  near  the 
Kremlin.  Both  premises  required  ren- 
ovation, and  there  the  demands  of 
business  bumped  against  the  bureau- 
cracy. Rafalat  remembers:  "We  had  a 
choice  of  either  slowing  the  whole 
thing  down  and  taking  three  or  four 
years  to  build,  getting  every  permit 


Former  PepsiCo  chairman  Donald  Kendall 
Architect  of  the  Moscow  enterprise. 


and  wining  and  dining  every  person  in 
Moscow,  or  going  ahead  and  risking 
the  consequences.  We  decided  to  risk 
the  consequences."  Two  days  after 
the  first  restaurant  opened  in  Septem- 
ber 1990,  it  was  shut  down  for  lack  of 
a  sanitation  permit.  Its  manager,  says 
Rafalat,  was  so  angry  he  continued 
selling  pizzas  anyway,  ignoring 
threats  of  prosecution. 

From  the  start  Pizza  Hut  decided 
to  live  off  the  land.  Unlike  McDon- 
ald's, which  initially  had  the  problem 
of  getting  the  prepared  ingredients  it 
needed  to  deliver  a  standardized  ham- 
burger, Pizza  Hut  was  dealing  with  a 
simpler  product.  "We're  like  a  jeep 
that  can  go  in  rugged  terrain,"  Rafalat 
explains.  "Our  operation  requires  ba- 
sic raw  materials — flour,  cheese,  to- 
mato paste,  produce  for  toppings." 

In  a  city  where  food  has  become  so 
scarce  that  rationing  was  recendy  de- 
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creed,  Pizza  Hut  has  had  little  trouble 
getting  the  supplies  it  needs.  The 
reason  is  simple:  Pizza  Hut  pays  mar- 
ket prices  for  what  it  needs,  not  the 
artificially  low  government  prices.  Ex- 
plains Rafalat:  "We've  gone  to  our 
[state-owned]  milk  factory  and  said, 
'You  get  4  rubles  [a  kilogram]  for 
your  cheese  at  the  government  store. 
Let's  negotiate  a  price.  If  it  needs  to 
be  6  rubles  or  8  rubles,  we'll  pay  for 
the  right  quality,  the  right  quantity 
and  the  right  delivery.'  That  discus- 
sion is  of  tremendous  interest  to  them 
because  they  are  now  being  pressed  to 
show  profits.  Because  we've  created  a 
mini  free  market,  supplies  are  coming 
through  without  any  problem."  And 
in  a  nation  where  meat  is  rarely  to  be 
found  in  the  stores,  Pizza  Hut  gets  all 
the  sausage  and  ham  it  needs. 

Each  of  the  two  Pizza  Huts  is  actu- 
ally two  restaurants.  Since  Russian  law 
prohibits  the  acceptance  of  hard  and 
soft  currency  in  the  same  store,  one 
side  sells  pizza  for  rubles,  the  other 
side  for  hard  currency.  That  dual 
stream  of  revenue  is  an  enormous 
advantage.  Taking  in  hard  currency, 
Pizza  Hut  can  import  the  things  it 
needs  as  well  as  send  back  the  parent 
company's  royalties. 

Cheap  it  isn't.  A  large  Super  Su- 
preme pizza  goes  for  about  $15  in  the 
U.S.,  less  than  four  hours'  labor  at  the 
minimum  wage.  In  Moscow  it  costs 
60  rubles.  That's  about  $1.25  at  cur- 
rent exchange  rates,  but  is  more  than 
four  days'  average  wages.  On  the  hard 
currency  side,  the  pizza  costs  $22, 
about  what  it  costs  in  London. 

Who  can  afford  such  prices?  Appar- 
ently a  great  many  people.  It's  not 
that  Russians  are  rich;  it's  just  that 
those  with  higher  incomes  have  litde 
to  spend  their  earnings  on.  Says  Rafa- 
lat: "There's  so  litde  in  the  shops  that 
people  are  accumulating  huge  piles  of 
rubles."  The  two  Pizza  Huts  serve 
some  20,000  customers  per  week, 
about  as  many  as  ten  U.S.  Pizza  Huts 
combined.  Despite  huge  price  in- 
creases in  the  past  year  because  of 
inflation,  Pizza  Hut  is  among  the 
cheaper  restaurants  in  Moscow:  A  Big 
Mac,  at  28  rubles,  costs  more  than  a 
personal-size  Super  Supreme  pizza,  at 
25  rubles.  As  a  result,  the  waiting  time 
to  get  into  a  Moscow  Pizza  Hut  has 
stretched  from  two  hours  last  year  to 
three  hours  today.  IB 
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Joe  Allbritton  says  he  will  pour  in  more  money, 
if  needed,  to  rescue  Riggs  National  Bank  in 
Washington,  D.C.  His  ego,  as  well  as  his 
considerable  fortune,  is  involved. 

Abe  Lincoln 
banked  here 


By  Linda  Killian 

Joseph  Allbritton  looks  out  the 
window  of  his  eleventh-floor  office, 
across  Pennsylvania  Avenue  to  the 
White  House,  and  says  quietly:  "This 
bank  is  steeped  in  history."  His  Riggs 
National  has  done  business  with 
Abraham  Lincoln,  Theodore  Roose- 
velt and  Harry  Truman. 

This  historic  institution  is  now  in 
the  charge  of  Allbritton,  66,  a  Texan 
who  made  a  Forbes  Four  Hundred- 
size  fortune  in  real  estate  and  won 
control  of  Riggs  in  a  hotiy  contested 
takeover  battle  in  1981.  He  wanted 
the  venerable  bank  badly.  So  badly 
that  he  bought  38%  of  the  bank  for 
$77  million — at  a  price  of  over  two 


times  Riggs'  per-share  book  value  at 
the  time.  At  Riggs'  recent  depressed 
share  price  of  5V4,  Allbritton  is  sitting 
with  a  paper  loss  of  more  than  $50 
million. 

That's  a  lot  of  money  to  pay  for 
history,  because  Riggs  is  teetering  on 
the  brink  of  insolvency.  Its  equity 
capital  of  just  $202  million  is  slim 
compared  with  its  assets  of  $5.9  bil- 
lion, and  nonperforming  and  past  due 
loans,  at  $426  million,  are  a  high  7% 
of  total  assets — more  than  four  times 
the  average  level  of  other  banks  in  the 
area.  Riggs  lost  $57  million  last  year 
and  another  $66  million  in  the  first 
nine  months  of  this  year. 


Some  of  what  ails  Riggs  ails  otl 
Washington -area  banks.  The  cit 
bankers  have  long  assumed  that  a 
stantly  expanding  government  ma' 
Washington's  commercial  real  est 
recession -proof.  They  were  rig 
about  the  continued  growth  of  gc 
ernment  (see  story,  p.  100),  but  wra 
about  real  estate  values.  The  city 
now  badly  overbuilt.  The  Federal  1 
posit  Insurance  Corp.  says  the  capi 
region  banks  have  replaced  New  \r 
gland's  as  those  with  the  most  seric 
real  estate  problems. 

But  Allbritton   has   compound' 
these  problems  with  some  bad  m 
takes  of  his  own.  Between  1984  ai 
1988  Riggs,  as  lead  lender,  approv 
$90  million  in  loans  to  Les  Jones 
developer  who  had  gone  broke 
Texas  in  May  1983.  When  Jones  be 
rowed  Riggs'  money,  his  assets  co 
sisted  of  two  Cadillac  El  Doradc 
Jones  is  in  default  on  S65  million 
Riggs  and  other  Washington  ban! 
Concedes   Allbritton   of  the    Jon.  . 
loans:  "We  didn't  check  it  carefully' 

• 

Allbritton  cannot  escape  respon 
bility  personally  because  he  runs  1 
bank  with  an  iron  hand.  Other  ban 
ers  call  him  "Little  Joe"  for  his  iro  | 
fisted  and  often  arrogant  ways.  A 
britton  has  approved  over  S200  m^*- 
lion  in  loans — 5.5%  of  all  loans — 
Riggs     insiders,     mainly     dire. 
These  loans,  he  says,  are  all  currcr 


Riggs  National  Bank  across  from  the  Treasury 
Teetering  on  the  edge  of  insolvency. 
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Allbntton's  Preakness-  and  Belmont-winning  Hansel 
His  only  good  news  this  year. 
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Jkt  they  hardly  look  good  for  a  bank 
he  (j  weakened  as  Riggs. 
Lhat a  1°  tne  mid- 1980s,  when  other 
:nt  m  nks  expanded  into  the  suburbs,  All- 
:ajcst  itton  refused  to  take  Riggs  into 
re  rj,  rginia  and  Maryland,  where  many 
i  of «  its  affluent  customers  were  migrat- 
ing 5.  Only  in  December  1986  did  he 
e  city  fen  Riggs'  ^rst  suburban  branch. 
bait  st  year  ne  usec^  ^*SSS'  scarce  capital 
eanj  Duy  National  Bank  of  Washing- 
w  l  n's  deposits  and  best  assets  from  the 
tsefjc  ic  for  $33  million. 

iNow,  clearly,  Allbritton  must  find 
0lln(j  ivs  to  rebuild  Riggs'  capital  base. 
aj  ra  e  recendy  announced  that  the  bank 
184  j  11  try  to  sell  $200  million  worth  of 
,prw  :gely  foreclosed  property,  but  get- 
\m  lg  a  decent  price  will  not  be  easy  in 
rol5C  is  real  estate  market.  The  bad  news 
1^  nerging  from  Riggs  has  held  up  a 
5CQ)0  million  rights  offering,  an- 
ora(j(  >unced  in  May. 

|on  If  the  Securities  &  Exchange  Com- 

y  ission  doesn't  approve  this  offering 

jou  1  January,  Allbritton  says  he'll  put 

,y..  IS  million  more  of  his  own  money 

Ipon -to  Riggs. 

m  j  Allbritton  has  other  fires  to  fight.  In 
.|jM  lly  the  California  insurance  commis- 

ner  ordered  him  to  gn'e  back  $12 
illion  in  dividends  from  his  Pierce 
ational    Life    Insurance    Co.    The 

mmissioner    fined    the    company 

0,000  for  paying  this  money  "ille- 
illy."  Allbritton,  however,  says  it 
as  just  a  technicality,  but  he's  still 
at  the  $12  million. 

Allbritton  is  not  without  resources. 
1  September  he  agreed  to  sell  a  chain 

funeral  homes  and  cemeteries  in 
orida  and  California  for  $137  mil- 

n  in  cash,  stock  and  debt  assump- 
on.  "That  sale  had  absolutely  noth- 
g  to  do  with  Riggs,"  he  says  coolly. 
Can  I  use  the  money?  Of  course  I 
in  .  .  .  but  that  was  not  the  main 
irust."  He  vehemently  denies  ru- 

ors  that  Riggs — which  is  now  trad- 

g  at  just  36%  of  its  stated  book 

ue — will  be  forced  to  merge  with  a 
ealthier  institution. 

Says  Bert  Ely,  a  Virginia- based 
anking  consultant:  "It's  a  matter  of 
ride.  Allbritton  is  going  to  come  out 
f  this  a  poorer,  humbler  man." 
'/Poorer  certainly:  Allbritton  cut  his 
nnual  pay  as  head  of  Riggs  last  year, 
rom  $1.4  million  (the  seventh  high- 
st  for  a  bank  chairman  in  the  coun- 
ry)  to  $1  million  this  year.  M 


Don  Hebb  transformed  Alex.  Brown  into  a  powerhouse 
in  the  new  issues  business,  only  to  be  squeezed  out  of 
the  executive  suite  for  his  pains. 

Revenge  of 
the  white 
shoes 


By  Matthew  Schifrin 

Alex.  Brown  8c  Sons  Inc.'s  century- 
old  headquarters  building  in  Balti- 
more fits  well  with  the  191  -year  histo- 
ry of  America's  oldest  investment 
banking  firm.  The  building's  stained 
glass  dome  ceiling,  dark-paneled  of- 
fices and  marble  columns  could  quali- 
fy it  as  a  museum. 

But  Alex.  Brown  &  Sons  is  no 
museum.  On  the  15th  floor  of  a 
granite  and  glass  building  across  the 
street,  the  real  action  takes  place  on  its 
high-tech  trading  floor.  This  tradi- 
tion-encrusted firm  is  one  of  the  na- 
tion's most  successful  investment 
banking  operations,  specializing  in 
new  issues. 

So  far  this  year  alone,  Alex.  Brown 
has  been  involved  in  raising  some  $9 
billion.  It  has  been  lead  or  co-lead 
underwriter  on  more  than  $1  billion 
in  25  or  so  initial  offerings  for  stocks. 
It  has  handled  over  $6  billion  in  initial 
common  and  preferred  stock  offer- 
ings for  closed-end  funds.  It  has  sold 
nearly  $2  billion  in  secondary  stock 
offerings.  Deals  are  being  churned 
out  at  a  rate  of  three  a  week. 

Earnings  should  be  a  record  $40 
million  this  year,  up  from  $8  million 
in  1990  and  nearly  double  the  profits 
of  the  previous  new  issues  boom  in 
1986.  Capital  is  stronger  than  ever  at 
$233  million,  and  Alex.  Brown's 
stock  has  more  than  doubled  in  12 
months  to  a  recent  19  a  share  over- 
the-counter. 

But  here's  a  twist  for  you:  The  man 
most  responsible   for  this  splendid 
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Former  Chief  Executive  Donald  Hebb  Jr. 
His  lease  expired. 


performance,  Donald  Hebb  Jr.,  49, 
was  kicked  downstairs  earlier  this 
year,  "resigning"  as  president  and 
taking  a  downscale  job  as  head  of 
merchant  banking,  a  backwater  busi- 
ness that  completed  just  one  deal  this 
year.  Yet  here  was  the  man  who, 
joining  the  bank  in  1970,  had  become 
president  in   1984  at  the  relatively 
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Chief  Executive  Krongard  and  Chairman  Gnswold  in  front  of  a  portrait  of  Alexander  Brown 
Seeking  a  return  to  old,  sleepy  ways? 


tender  age  of  41   and  had  presided 
over  its  best  ever  /ears. 

What  happened5  The  analogy  may 
be  a  hit  farfetched,  hut  suppose  the 
communist  hardliners  had  succeeded 
in  their  coup  against  Gorbachev  and 
tried  to  slow  Soviet  reform.  Some 
thing  like  that  happened  at  Alex. 
Brown.  A  patrician  old  guard,  pushed 
aside  by  younger  people  like  I  [ebb  in 


difficult  times,  reasserted  itself  when 
the  money  was  rolling  in. 

The    men    who    now    am    Alex. 
Brown  rejoice  in  the  firm's  long  fiisto 
it  .\nd  family  connections.  The  chair 
man   is   Benjamin    Howell   Gnswold 
IV,  51,  the  great  great  great  great 
grandson  oft  he  bank's  founder.  Ale\ 

ander  Brown.  Gnswold  oxcrsccs  his 
family's  6%  interest  in  the  firm. 


A  native  o\  Baltimore,  Gnswold 
pan    of  the    fox  hunting    csiablisf 
mem.  He  went  to  the  Gifaian  Schix- 
then  Princeton,  followed  by  Harvari 
for  .m  MBA.  .\n<\  is  a  member  of  tlj 
Greensprmg  Valley  Hunt  Club. 
joined  the  ramify  firm  in  Wo-  an 
ime  chairman  in  198 

\  Jose  associate  oi  Gnswold 
Ah  in  i  Buzzy  *  krongard.  55  The  tx\ 
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It  weighs  8,000,000  pounds  less  than  your  average  library. 


cing  the  Sony  Data  Discman™  Electronic  Book  Player.  Possibly  the  most 
amazing  leap  forward  for  the  written  word  since  the  printing  press. 
An  incredible,  palm-sized,  portable  electronic  book,  that  allows  you  to  carry  a 

library  of  information  wherever  you  go* 
Just  imagine  being  able  to  access  the  entire  Compton's  Concise  Encyclopedia™  on 

one  disk.  Each  disk  can  hold  up  to   IOO.OOO  pages  or  32.000  graphic  images. 
There  are  electronic  books  ranging  from  business  and  travel  to  music  and  sports. 

all  at  the  touch  of  a  button. 
The  Sony  Data  Discman.  Can  we  carry  your  books  for  you? 

The  Sony  Data  Discman  comes  with  three  free  electronic  books:  Compton's  Concise  Encyclopedia'". 
Wellness   Encyclopedia,  and  The  World  Travel  Translator. 
For  further  information,  a  list  of  currently  a  va  liable  electronic  book  titles  and  retail  out  lets,  call  1-800        26-2287. 
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Wherfs  the  last 
car  chase  that 


It  was  as  if  a  starter's  gun  had  been  fired. 
The  year  was  1976,  and  the  Honda  Accord  arrived  much 
to  the  delight  of  America's  drivers  and  critics.  And  much  to 
the  dismay  of  other  automotive  designers  and  engineers. 
After  all,  this  was  a  car  with  a  totally  different  interpretation  of  efficiency, 
comfort  and  performance.  An  automobile  so  thoughtful,  practical  and  complete 
in  its  design,  the  competition  had  no  other  choice  than  to  follow  in  its  tracks. 

Now,  more  than  a  decade  and  a  half  later,  the  Accord  continues  to  perform 
an  amazing  feat.  Each  year,  it  somehow  improves. 

For  instance,  the  interior.  It's  surprisingly  large,  and  amazingly  quiet.  WTiich 


3 
•ITV 


k\ 


ixi 


to 


ICO 


makes  it  more  comfortable  than  you  ever  imagined,  \bull  notice  it  when  you  sir 
in  the  firm,  contoured  seats.  When  you  slide  open  the  power  moonroof.  And 
when  you  ride  silently  over  bumps  and  through  dips. 

'  I  lie  refinements  underneath  the  hood  have  been  equally  dramatic.  A  fuel- 
injected,  140-horscpower  engine  gives  the  Accord  more  power  than  ever  before. 
And  the4-wheel  double  wishbone  suspension  translates  into  tremendously  agile 
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handling.  The  result  is  truly  amazing.  \bu  can  respond  confidently  to  virtually 
any  driving  situation  you  might  encounter. 

This  car  also  excels  in  safety.  A  driver's  side  airbag  is  now  standard.  Along 
with  a  sophisticated  anti-lock  braking  system  to  help  you  control  the  car  on  rain- 
slick  surfaces.  \bu  can  actually  steer  the  car  while  braking. 

The  body  is  also  quite  enviable.  The  lines  are  clean  and  smooth.  The  fit 
and  finish  are  consistently  excellent. 

Not  surprisingly  workmanship  like  this  has  produced  a  bounty  of  rewards. 
The  Accord  has  been  the  best-selling  car  in  the  U.  S.  for  the  past  two  years.  And 
it  consistently  appears  on  all  the  "top  10"  lists  for  cars  in  its  category. 


sit 


Considering  all  these  facts,  one  comes  to  a  rather  obvious  conclusion.  The 
Accord  has  always  been,  and  continues  to  be,  a  true  industry  standard.  The  car 
by  which  all  others  in  its  class  are  measured  and  judged. 

And  while  the  competition  remains  relentless  in  their  quest  to  catch  us,  we 
remain  dedicated  to  building  a  car  that's  a  few  years  ahead  of  them.  Which  means 
this  chase  might  be  just  getting  started,  after  all.  The  Accord  EX. 
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Only  your  time  is  more  precious  than  this  watc 


This  delicately-wrought  OMEGA  Louis 
Brandt  watch  reflects  our  love  of  tint- 
craftsmanship.  Along  with  a  chronograph 
and  a  calendar  model,  this  meticulously 
hand-linished  perpetual  calendar  watch 
belongs  to  a  truly  exclusive  collection: 
"L'Edition  Louis  Brandt  d'OMEGA." 

Each  timepiece  is  individually  registered 
and  because  of  the  very  limited  number 
produced,  the  Louis  Brandt  collection  is 
available  at  only  B  tew  select  jewelers  in  the 
United  States.  They  look  forward  to  show- 
ing you  |ust  how  precious  it  is. 
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Dahne  Be  Weinstein,  Baltimon  10   Shrevi  Crump  <c  Low,  Boston  >100;CDF  Chicag 

de  Boulle,  Dalits  (214)  lewel  Gallery,  Honolulu  (808)  945  5  *90;  (  hong  Hing  Goldsmith,  Montem  Park   H 

Princess  Jewels,  Los  Angeles  i  i6;  Mayors-Dadeland  Mall.  Miami  (.1  New  VM 

Borsheims,  Omaha  (402)  191-0400;  Embassy,  Palm  Beach  (40   I  655    1844;  Schwai  ichild  Regency   Richmond   - 
lessops  Horton  Plata,  San  Diego  I-93H;  Sidney  Mobell,  SanFranciso     S 
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ex.  Brown 

ued  an  office  for  years.  He,  too,  is  a 

lltimore  native  who  scuba  dives  in 

iark-infested  waters,  practices  mar- 

1  arts  and  collects  combat  weapons. 

iswold's  father,  who  was  an  active 

lior  partner  until  the  end  of  1983, 

s  Buzzy's  mentor. 

Socially,  Hebb  was  cut  from  similar 

th  as  these  two.  A  Baltimore  native, 

attended  Gilman  and  Harvard  and 

member  of  the  Greenspring  Valley 
unt  Club.  But  where  Griswold  is 
utious  and  something  of  a  preserver 

assets,  Hebb  is  aggressive  and 
ibitious. 

Once  at  the  helm,  Hebb 
lilt  a  team  specializing  in 
merging  growth  compa- 
ss in  health  care  and  tech- 
>logy.  This  specialization 
id  off  when  the  new  issues 
arket  took  off  in  1983. 
ebb  and  his  small  team 
:re  suddenly  generating  a 
sproportionate  amount  of 
e  firm's  profits. 
Alex.  Brown  went  public 
this  rosy  glow  in  1986. 
ebb  continued  to  expand 
to  new  areas  of  finance, 
eluding  restaurants,  ra- 
iling and  environmental 
rns,  plus  mergers  and  ac- 
lisitions,  merchant  bank- 
g,  junk  bonds  and  re- 
ructurings.  Grubby  stuff 
traditional  standards, 
it  highly  profitable. 
Hebb  surrounded  him- 
lf  with  hard-driving 
>ung  people  like  himself.  ■■■■ 
ivestment  bankers  like 
ichard  Franyo  and  Timothy  Weg- 
:ki,  who  eventually  got  seats  on  the 
)ard.  He  brought  in  outsiders  and 
lilt  up  offices  in  New  York  and  San 
ancisco.  Hebb  recruited  from  firms 
te  Morgan  Stanley  and  Drexel.  The 
:w  guys  were  often  better  paid  than 
any  old-timers  working  in  Balti- 
ore,  and  altogether  flashy.  People 
irned  up  at  company  functions  and 
>cial  gatherings  driving  Porsches  and 
lercedes,  wearing  heavy  gold  watch- 
and  Hermes  ties. 

This  didn't  go  down  well  with 
yne  of  the  old  guard,  who  had  been 
"ought  up  to  play  down  their  wealth 
fid  privilege,  not  to  flaunt  it.  "It  was 
ird  for  the  old  guard  to  accept  it 
hen  guys  from  the  San  Francisco 
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office  came  in  wearing  Gucci  loafers," 
says  Susan  Pitts,  an  analyst  who  left 
Brown  in  1989.  Church's  English 
laced  shoes  had  long  been  preferred  at 
Brown,  and  executives'  cars  were  ex- 
pected to  be,  well,  discreet. 

In  1989  Hebb  made  nearly  $1 
million  a  year,  a  pittance  by  Wall 
Street  standards  but  grotesquely  large 
by  Alex.  Brown  standards.  As  a  per- 
centage of  revenues,  compensation 
expense  went  from  48%  in  the  early 
1980s  to  nearly  60%  by  1990. 

The  October  1987  market  crash 
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Mayo  Shattuck  III 
or  placebo? 


was  a  severe  setback  for  Hebb  and  his 
Gucci-Porsche-Hermes  crowd.  Was 
Hebb  pushing  too  hard?  Had  the  firm 
become  overly  dependent  on  one 
group — as  Drexel  had  on  Michael 
Milken's?  What  was  happening  to  this 
solid,  comfortable  old  outfit?  Had  it 
gone  Wall  Street?  Such  were  the  whis- 
perings in  the  corridors  and  in  the 
clubs  where  the  old  guard  gathered. 
But  Hebb  kept  going,  expanding  ag- 
gressively and  doing  deals. 

In  1989  the  company  was  essential- 
ly being  run  by  a  committee  of  three, 
Griswold,  Krongard  and  Hebb — 
though  Hebb's  investment  bankers 
were  bringing  in  the  largest  share  of 
revenues.  It  was  an  uneasy  relation- 
ship; two  old  guarders  versus  one  new 


guarder  at  the  top,  but  the  new  guard- 
er  seemingly  indispensable.  There 
were  rumors  of  resignations,  many 
bitter  closed-door  meetings. 

Hebb's  downfall  came  when  some 
of  his  new  issue  offerings  went  bad  in 
the  last  half  of  1990.  The  most  glaring 
disaster  was  In-Store  Advertising,  a 
fast-growing  supermarket  marketing 
firm  that  Alex.  Brown  took  public  in 
July  1990  at  $19  per  share.  The  stock 
had  an  immediate  rise  to  $24  and  then 
plunged  to  around  $7  a  month  later. 
Today  the  stock  languishes  at  around 
$1.63,  and  Alex.  Brown  is 
being  sued  by  shareholders. 
Overall,  Alex.  Brown's 
new  issues  record  remained 
solid.  According  to 
Forbes'  ipo  database,  there 
remained  enough  solid 
winners  to  more  than  com- 
pensate for  the  losers — 
which  is,  after  all,  what  in- 
vesting is  all  about.  Over 
the  last  five  years,  an  invest- 
ment in  the  group  would 
have  produced  an  apprecia- 
tion of  about  45%,  from 
1987  to  Nov.  15,  1991.  A 
comparable  investment  in 
the  S&P  500  would  have 
returned  around  17%. 

But  never  mind.  The  fall 
in  so  many  of  Hebb's  offer- 
ings weakened  his  position 
internally.     He     resigned. 
Krongard  was  elevated  to 
chief  executive.  Perhaps  to 
pacify  Hebb's  followers,  an 
investment  banker  from  the 
San  Francisco  office,  Mayo 
Shattuck  III,  37,  was  made  president. 
He  has  little  brokerage  management 
experience,  however,  and  probably 
won't  make  waves.  His  new  office,  on 
the  15th  floor,  is  sandwiched  by  Gris- 
wold's  and  Buzzy's.  The  coup  by  the 
old  guard  seems  to  have  succeeded. 
What  remains  to  be  seen  is  whether 
Alex.   Brown  will  revert  to  its  old 
sleepy  ways. 

Krongard  strikes  a  nostalgic  note 
when  he  says:  "We're  making  an  ef- 
fort to  reconfirm  the  values  of  the 
partnership."  Don  Hebb  isn't  talking 
much.  Despite  his  humiliation,  he 
remains  loyal  to  the  firm.  But  a  former 
associate  is  blundy  bitter.  Says  he:  "I 
told  Don  he  was  only  renting  the  firm 
from  the  family."  WM 
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State-of-the-art  high  resolution  color  displays  for  the  FAA. 

To  detect  wind  shear,  47  Terminal  Doppler  Weather 
Radar  systems  are  being  built  for  the  FAA. 


fcfffi 


:D  SKIES  ARE  NOW  2 

At  any  given  moment,  thousands  of  planes  fill  the  world's  skies. 

And  Raytheon  is  helping  air  traffic  controllers  see  and  monitor  them  better  than  ever. 

We  are  involved  in  everything  from  modernizing  a  country's  entire  system,  as  we  are  now  doing  in  Canada,  to  working 

with  the  FAA  on  developing  totally  new  display  systems  for  their  Advanced  Automation  System,  as  well  as  a  radar 

that  warns  of  hazardous  wind  shear. 
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At  Montreal's  Dorval  Airport,  Raytheon  radar  display  screens  are  used  for  landings  and  takeoff s. 
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IRLD      OF      RAYTHEON 


Norway's  modernized  air  traffic  control  system  will  include 
radars  from  Cossor,  such  as  this  system  in  Geneva. 


1BH 
Support  services  for  the  U.S.  National  Airspace  System. 


In  Norway,  Trinidad/Tobago  or  over  the  busy  skies  of  Germany,  Raytheon  air  traffic  control  systems  are  helping  keep  the 

skies  safer  than  ever  before. 

The  world  of  Raytheon  is  full  of  surprises.  It's  quality  appliances  from  Amana,  Speed  Queen,  Caloric  and  Modem  Maid. 

It's  Beech  Aircraft  It's  construction,  energy  and  environmental  services  from  Badger,  United  Engineers  &  Constructors  and 

Cedarapids,  Inc.  And  it's  the  world's  most  reliable  defense  systems,  including  Patriot 

For  more  information,  write:  Raytheon  Company,  141  Spring  Street,  Lexington,  MA  02173. 
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Public  school  teachers  have  become  the  country's 
most  powerful  interest  group.  To  what  end  do  the 
teachers  flex  this  political  muscle? 

"More  money" 


p 


By  William  Tucker 

The  biggest  trade  union  in  the  coun- 
try is  the  1.6-million-member  Na- 
tional Education  Association.  The 
780,000-member  American  Federa- 
tion of  Teachers  ranks  ninth.  Yet 
unionism  in  education  is  a  relatively 
young  affair.  A  bit  less  than  30  years 
ago,  the  AFT's  New  York  City  affiliate, 


believe  that  the  trade  union  mentality 
that  has  come  over  the  teaching  pro- 
fession in  the  past  25  years  is  what's 
gone  wrong  in  education.'" 

Statements  like  this  enrage  profes- 
sional educators,  but  Seker  can  back 
her  statement  with  a  fair  amount  of 
evidence  that  unionism  encourages 


Over  70%  of  America's  public  schcx 
teachers  are  members  of  unions;  i 
the  entire  public  sector  (includin 
teachers),  38%  of  the  workers  belon 
to  unions.  But  in  private  industry,  th 
figure  is  12%  (Forbes,  May  13). 

Like  other  public  service  union 
the  teachers  unions  form  a  powerfi 
political  pressure  group.  Not  surprr 
ingly,    they    tend    to    exercise    th 
strength  to  enhance   union  powc 
Since  1980  NEA  members  have  const ' 
tuted  the  largest  single  bloc  of  dek 
gates  at  even-  Democratic  presidentu 
convention,  climbing  to  nearly  40 
delegates    and    alternates    (out    el  \ 
5,331)   in    1988.    Throughout   th 
country,  teachers  union  members  y.\ 
in  state  legislatures,  often  serving  o 
powerful  education  committees. 

Even  more  important,  the  NEA  err 
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Albert  Shanker,  director  of  the  American  Federation  of  Teachers 
"Why  wouldn't  you  want  to  pay  for  what  you  want  to  get?" 


Keith  Geiger,  president  of  the  National  Education  Association 
"Compared  to  doctors  and  lawyers,  we're  still  at  the  bottom. 


led  by  a  former  math  teacher  named 
Albert  Shanker,  won  its  first  major 
collective  bargaining  agreement  after 
a  one  day  strike. 

That  was  in  1962.  College  hoard 
scores  began  their  decline  in  1963. 

Is  this  a  mere  coincidence?  Or  is 
there  a  causal  connection  between  the 
rise  of  the  teachers  unions  and  the  fall 
of  test  scores?  Jo  Ann  Seker,  a  former 
Ohio  teacher  and  now  head  ot  Spring 
field,   Va. -based   Concerned    Educa 
tors  Against  Forced  Unionism,  m\ 
swers  the  question  this  way:  "I  really 

1S4 


teachers  to  go  against  their  natural 
instincts  and  to  put  their  pockctbooks 
ahead  of  the  welfare  of  their  students. 
For  example,  in  a  recent  teachers'  job 
action  in  Montgomery  County,  Md., 
M  \  affiliated     teachers     refused     to 
write  letters  ot"  recommendation  for 
college  bound    seniors    unless    stu 
dents  wrote  letters  to  legislators  urg 
ingthem  to  increase  teachers'  salaries 
It  is  interesting  that  in  government, 
where  expenses  seem  hopelessly  out 
of  control,  there  is  much  more  union 
ism  than  there  is  in  private  industry. 


courages  its  members  to  mn  tor  Ux 
school  Kurds.  Controlling  school  I 
nances,  union  members  literal!)  K 
come  their  own  bosses,  signing  lab* 
contracts  that  gi\  e  teachers  tat  pa\  raist 
m<\  virtual  control  over  the  schools. 

"The  thing  that  makes  the  teacher  \t  - 
unions  so  powerful  is  that  the\   g< 
two  hues  of  the  apple,"  s.ns  Mxroyj 
I  lebennan.  who  once  ran  for  pres 
dent  of  the  \t  i  and  has  since  become 
leading  critic  ot  teacher  bargaining 
"They  not  onrj  have  power  at  tin' 
fining  table,  the)  have  the  polit 
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1  muscle  to  achieve  the  same  objec- 

ves  through  state  and  local  politics." 

jeberman  points  to  teacher  tenure 

\vs  (about  40  states)  and  compul- 

n.ttilory  dues  for  nonunion  teachers  (22 

tates)  as  examples  of  this  double- 

njsted  power. 

A  typical  outcome  of  this  system 
>ccurred  last  spring  in  North  Bruns- 
c  tli  /ick,  N.J.  Wracked  by  doubts  about 
x>wa  icreasing  school  spending,  North 
onsti  Brunswick  voters  turned  down  the 
dele  chool  budget  in  the  annual  election  in 
ienti  Ipril.  Yet  days  later,  the  teacher-sup- 
v  40  >orted  majority  of  the  school  board 
pproved  the  budget  anyway,  giving 
thi  wo-thirds  of  the  teachers  a  25%  salary 
crs  si  icrease  over  the  next  three  years. 

The   teachers   unions   have    been 
lighly  successful  in  turning  to  their 
.Un»wn  advantage  the  public's  dissatis- 
action  with  the  way  its  children  are 
arning — or   not   learning.    Educa- 
jonal  reform  began  in  1983  with  the 
ublication  of  A  Nation  at  Risk  by  the 
epartment  of  Education.  Since  then 
leachers'   direct   salaries   have   risen 
1% — well   ahead   of  inflation.   Yet 
oth  Shanker  and  Keith  Geiger,  presi- 
ent  of  the  nea,  argue  that  teachers 
till  aren't  making  enough  money. 
Shanker:  "If  the  public  wants  bet- 
education,  it's  got  to  be  willing  to 
ay  more  to  the  people  who  provide 
."  Geiger:  "Compared  to  other  pro- 
ssionals — doctors     and    lawyers — 
eachers  are  still  at  the  very  bottom  of 
e  salary  scale." 

Most  serious  reformers,  from  the 
olitical  left  as  well  as  the  right,  are 
oming  to  the  conclusion  that  school 
ecentralization  and  educational 
hoice  are  essential  to  the  improve  - 
nent  of  U.S.  education  (FORBES, 
Slov.  25).  Says  John  Chubb,  author  of 
he  Brookings  Institution's  Politics, 
Markets  &  America's  Schools:  "The 
joca  inions  are  much  more  comfortable 
vith  a  centralized  system  in  which 
hey,  as  strong  organizations,  can  ex- 
x^rt  their  influence  at  the  center." 
Teachers  unions  and  their  apolo- 
ists  are  clearly  less  interested  in  edu- 
ational  reform  than  they  are  in  get- 
ing  more  money  for  the  same  old 
iling  system.  As  William  Haley, 
airman  of  the  interim  committee 
>n  education  in  the  Texas  state  sen- 
te,  puts  it:  "When  you  debate  educa- 
ional  reform,  all  the  nea  ever  wants  is 
lore  money."  Hi 
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NEW  AUDI  100 

HAS  GERMAN 

MOTORING  PRESS 

DOING  A 180! 
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In  a  surprise  turnaround,  three  of  Germany's  top  automotive  journals 
rated  the  all  new  Audi  100  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BUD,  said,  "The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  100S  is  priced  at  $29,900: 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  galva- 
nized body,  and  a  3-year  or  50,000-mile  limited  warranty**  with  no  charge 
for  scheduled  maintenance.  ^^^  jreutler,  Munich 

*  Price  based  on  MSRP  with  manual  trans. ,  excluding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  subject  to  change.  **See  dealer  for  details. 


"Discover  a  World  of 
Better  Hearing!" 

Noted  television  and  newspaper  medical 
reporter,  Art  Ulene,  M.D.,  who  personally 
overcame  a  hearing  problem,  urges  others  to 
benefit  from  available  hearing  help. 

He  notes  that  most  Americans  with 
hearing  problems  can  be  similarly  helped: 
medically,  surgically  or — like  him — with 
hearing  aids. 

For  information,  call  toll-free  Hearing 
HelpLine  —  800/EAR  WELL. 


Defter  Hearing  Institute      P.O.  Box  1840,  Washington,  D.c.  20013 


Clark  Equipment,  the  U.S.  leader  in  forklifts, 
is  throwing  in  the  towel. 

Crying  uncle 


By  Marcia  Berss 

Imagine  being  plagued  with  quality 
problems,  industry  overcapacity,  Jap- 
anese competition  and,  to  hold  on  to 
market  share,  deeply  discounted 
prices.  That's  the  position  Clark 
Equipment  Co.  of  South  Bend,  Ind. 
finds  itself  in  with  its  forklift  trucks. 
Last  month  Clark  put  a  for-sale  sign 
on  its  market-leading  forklift  unit. 

This  was  a  big  decision.  Forklift 
trucks  have  long  been  the  guts  of 
Clark.  They  generated  44%  of  Clark's 
$1.4  billion  1990  revenues,  but  may- 
be only  12%  of  $81  million  operating 
profits.  Even  in  1989,  Clark's  best 
year  in  nearly  a  decade,  forklifts  could 
muster  only  about  5%  operating  mar- 
gins, less  than  half  that  of  U.S.  rival 
Hyster-Yale.  This  year,  says  Clark 
Chief  Executive  Leo  McKernan,  fork- 
lift  revenues  will  fall  20%,  to  $500 
million.  For  the  full  year,  Clark 
Equipment  as  a  whole  is  expected  to 
lose  $78  million,  mostly  because  of 
forklifts.  No  surprise,  then,  on  news 
of  the  proposed  forklift  sale,  Clark's 
stock  jumped  17%,  to  247/s. 

What  on  earth  can  have  gone  so 
wrong?  Clark  was  strongest  in  high- 
volume,  smaller  2,000-to-6,000- 
pound  forklifts.  But  that  was  also  the 
market  segment  in  which  Toyota  and 
Nissan  excelled,  using  engineering 
from  their  car  units.  (Hyster  makes 
larger  forklifts  and  faces  less  Japanese 
competition.)  To  combat  the  Japa- 
nese, in  1981  Clark  tried  to  upgrade 
its  forklifts  with  fancy  technology,  but 
they  cost  about  one-third  more  than 
the  sturdy  Japanese  models  Hooding 
the  [J.S.  Customers  decided  to  save 
money. 

Says  McKernan,  then  a  group  vice 


president  with  Clark,  of  the  upgrad- 
ing strategy:  "If  we  had  to  do  it  over 
again,  we  wouldn't." 

In  the  early  1980s  other  U.S.  mak- 
ers moved  labor-intensive  manufac- 
turing overseas,  to  take  advantage  of 
the  strong  dollar.  Hyster  opened  a 
plant  in  Northern  Ireland;  Caterpillar 
joined  Daewoo  of  Korea.  Finally, 
when  McKernan  took  over  the  com- 
pany in  1986,  Clark  joined  forces  with 
Korea's  Samsung.  But  by  that  time 
the  dollar  had  peaked.  As  it  fell,  the 
Japanese  (hit  by  a  forklift  antidump- 
ing suit  by  Hyster-Yale)  began  open- 
ing plants  in  the  U.S. 

Clark  suffered  in  other  ways  from 
its  deal  with  Samsung.  Quality  of 
Samsung-made  forklifts  was  poor,  in- 
curring costs  to  reengineer  the  trucks 
and  pay  warranty  claims.  Says  How- 
ard Bernstein,  president  of  Atlas  Lift 
Truck,  the  nation's  biggest  dealer  of 
used  forklifts:  "They  picked  the 
wrong  partner  at  the  wrong  time." 

McKernan  believes  that  Clark's  ba- 
sic disadvantage  is  that  it  isn't  big 
enough  to  compete  globally.  Clark's 
forklift  sales  arc  barely  half  the  Sl- 
billion-plus  of  Germany's  Linde  and 
Japan's  Toyota.  And  in  the  U.S.,  rival 
Hyster  Co.  was  bought  in  1989  by 
Yale's  parent,  NACCO  Industries 
(Forbes,  Apr.  16,  1990),  lifting  that 
combination  into  the  big  leagues. 
McKernan  shopped,  but  couldn't 
find  a  purchase.  So  now  he's  a  seller. 

Despite  Clark's  20%  share  of  the 


U.S.    forklift    market,    the    divisic 
won't  be  easy  to  sell.  Optimists 
the  price  at  S200  million  (SI  1.50 
Clark  share).  One  problem:  Clark] 
prime  asset  is  its  dealer  network,  re 
garded  as  the  best  in  the  business,  bi 
owned  by  private  entrepreneurs, 
buyer  could  sign  up  the  dealers,  b\| 
passing  Clark  entirely. 

Who  might  buy  the  company?  Or 
leading  candidate  is  Toyota.  Anotht 
possibility  is  Germany's  Linde,  w  hid 
has  little  presence  in  the  U.S.  Bil 
Clark's  distributors  are  less  than  erj 
thusiastic  about  Linde.  Willis 
Wischmann,  president  of  Clarkl 
dealer  council,  says  Linde's  technoj 
ogy  is  too  sophisticated  and  too  hij 
priced  for  the  U.S.  market. 

And  what  of  the  rest  of  CL 
assuming  it  does  shed  forklifts:  Cla 
produces  transmissions  and  axles  fc 
vehicles;  in  a  good  year  this  unit  posd 
12%  operating  margins  on  sales  c| 
S400  million.  But  the  company's  bt 
division  makes  the  Melroe  Bobcat, 
loader    used    in    construction.    Tl 
Bobcat  has  a  50%  U.S.  market  sharl 
and  earns  impressive  15%  operatinl 
margins  on  sales  of  S385   million 
Note  that  Clark's  debt/capital  ratk 
at  36%,  is  fairly  low,  and  it  has  nearlj 
S9  a  share  in  cash. 

At  S24  a  share,  Clark's  stock 
trading  15%  below  book.  Market  vaj 
ue:  S415  million.  That  suggo 
interesting  analytical  question.  If  tl 
forklift  operation  is  worth  S200  mil 
lion,  and  if  the  nonforklift  operatioij 
can  make  operating  earnings 
around  S70  million  in  a  decefl 
year,  wouldn't  a  buyer  interestc 
in  the  forklift  business  be  bettil 
oft'  buying  the  whole  company 
Couldn't   something  similar  b 
said  for  investors:  ■ 
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Crisis 
Management. 


You  solve  problems.  As  a  top 
executive,  it's  your  stock  in 
trade.  And,  because  things  can't 
always  be  done  from  behind 
a  desk,  you  depend  on  a  large 
business  jet  to  take  you  and 

your  team  where 
you  need  to  be. 
In  other  words,  you  depend  on 
fuel.  Prices  rise  and  fall;  short- 
ages come  and  go.  But  we  con- 
tend that  using  fuel  responsibly 
is  important  whether  or  not 
there's  a  crisis  of  cost  and  supply. 
That's  why  the  Falcon  900B 


is  a  fuel-efficient  jet  offering  all 
the  comforts  of  the  G-IV  with 
comparable  speed,  performance 
and  range.  Yet  with  a  total  effi- 
ciency of  design  that  can  save 
one  million  dollars  in  direct 
operating  costs  over  a  five-year 
period,  compared  to  the  G-IV. 

The  900B  is  the  most  power- 
ful, most  efficient  Falcon  ever 
built.  With  plenty  of  thrust  to 
climb  direct  to  39,000  ft  on 
ahot(lSA+10°C)day.  And 
cruise  4000  nautical  miles 
with  eight  passengers  and 


NBAA  IFR  reserves. 

The  Falcon  900B  is  the 
right  aircraft  for  today's  busi- 
ness. Right  for  today's  world. 
For  more  information,  please 
contact  Gene  Rainville, 
Senior  VP  Marketing,  at 
201-967-2746. 


FalconJet 

Teterboro.  New  Je(sey  07608 
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Why  pour  money  down  either  one? 
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CcntraNct     is  a  registered  service  mart,  of  (ill   i  orporation   (.  entraNei     HmM  ■  .i\uilaNe  in  moM  arras 
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OK.  Lets  get  down  to  business?  Funny  how  the  two  objects  below  resemble  one  another.  But  if  you  had  to  invest  a  sizeable 
chunk  of  your  cash  flow  in  a  new  phone  system,  you  might  fail  to  see  the  humor.  Which  is  why  you  should  know  about  CentraNet* 
service  from  GTE.  With  CentraNet?  you  get  all  the  features  and  flexibility  of  the  most  sophisticated  business  telephone  system,  without 
a  large  capital  outlay.  So  there's  no  risk  of  buying  too  much  system,  or  too  little.  In  fact,  there's  hardly  a  risk  at  all.  Because  every- 
thing you  need  for  CentraNet®  to  work  on  your  phones  is  located  at  our  office,  not  yours.  And,  you  can  add  lines  or  change  features 
anytime.  For  example,  if  you  have  an  office  in  one  location  and  expand  to  another,  you  can  connect  the  two  without  incurring  any 


additional  expenses.  Call  us  at  1-800-462-6000.  Because  you  do  have  a  choice.  Go  with 


CentraNet"  service. 


Or  go  with  the  flow. 
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THE  POWER  IS  ON 


Decentralized  and  ambitious,  Bim  Black's  Teleflex  Inc. 
keeps  growing  even  as  some  of  its  key  markets  decline. 

"Attack  spirit" 


By  Janet  Novack 

"Stick  to  your  knitting"  is  a  com- 
mon management  nostrum  these 
days.  But  little-known  Teleflex  Inc., 
headquartered  in  Plymouth  Meeting, 
Pa.,  has  prospered  by  bringing  its 
management  style  to  other  people's 
knitting. 

Founded  in  1943  to  make  mechan- 
ical push/pull  controls  for  mill  tar)' 
aircraft,  Teleflex  later  branched  into 
controls  for  automobiles,  boats,  lawn 
mowers  and  other  equipment.  In  re- 
cent years  it  has  acquired  and  devel- 
oped its  way  into  medical  equipment, 
marine  navigation  systems  and  elec- 
tronic fish-finding  gear. 

It's  a  hodgepodge,  but  a  profitable 
one.  In  the  past  five  years  the  compa- 
ny has  more  than  doubled  in  size;  this 
year  sales  and  earnings  should  come  in 
at  around  $475  million  and  $30  mil- 
lion ($1.80  a  share),  respectively. 
Teleflex's  chairman  and  chief  execu- 
tive officer,  Lennox  (Bim)  Black,  61, 
talks  of  strong  growth  in 
1992 — and  of  breaking  the 
$1  billion  (sales)  mark  by 
1996.  When  Black  took 
over  20  years  ago,  Teleflex 
earned  just  $866,000  on 
sales  of  $25  million. 

As  a  manager,  Black  can 
best  be  described  as  a  con- 
cerned noninterventionist, 
as  long  as  things  are  going 
well.  "I  manage  by  excep- 
tion," he  says.  With  a  head- 
quarters staff  of  just  35,  he 
directs  a  highly  decentral- 
ized company  consisting  of 
some  50  individual  profit 
centers,  many  of  them 
overseas  (almost  a  third  of 
Tclcflcx*S  sales  arc  booked 
abroad).  He  likes  this  large 
number  of  small  units, 
some  of  which  are  run  by 
managers  m  their  late  20s 
and  early  30s  ami  gross  as 
little  as  $3  million  a  year. 


"Small  operations  are  much  easier 
to  grow,"  says  Black.  "They  have  an 
attack  spirit  to  them." 

Black  encourages  his  division  man- 
agers to  take  intelligent  risks.  Back  in 
1972  he  began  channeling  one-half  of 
1%  of  Teleflex's  sales  into  what  he 
called  a  "New  Venture  Fund."  This 
was  an  internal  venture  capital  pool; 
money  from  the  fund  could  be  used 
without  affecting  units'  finances  (or 
managers'  bonuses). 

In  the  late  1970s  Teleflex  managers 
tapped  the  pool  to  adapt  the  technol- 
ogy used  to  extrude  the  plastic  that 
lines  the  casings  of  its  control  cables  to 
make  plastic  tubing  for  medical  prod- 
ucts. In  1983  Black  also  began  buying 
other  tubing  and  catheter  makers. 
Today  Teleflex  is  one  of  the  world's 
largest  makers  of  disposable  catheters 
used  to  drain  the  bladder. 

In  1989  Teleflex  acquired  Germa- 
ny's Willy  Rusch  A.G.,  a  $58  million 


Teleflex  Chairman  Lennox  (Bim)  Black 

"Small  operations  are  much  easier  to  grow." 


(sales)  family-owned  maker  of  cathe 
ters  and  other  medical  products 
Black  says  Teleflex  swung  the  deal  b 
promising  to  retain  the  Rusch  name 
He  also  was  careful  not  to  involve  a 
single  American  lawyer  or  investme 
banker  in  the  negotiations. 

In  November  Black  expanded  th< 
medical   products   operations   ag 
when  he  paid  S21  million  for  S3 
million  (sales)  Pilling  Co.,  a  1 77-year- 
old  maker  of  surgical  instruments 
Pilling's  attraction:  a  U.S.  sales  force 
which  Teleflex  lacked. 

Nonexistent  a  decade  ago,  medic 
products  this  year  will  account  fa 
about  SI 35  million  in  revenues  an 
almost  a  third  of  operating  profits. 
Elsewhere  in  the  company,  Black 
using  the  car  and  boat  industries' 
weakness    to    strengthen    Teleflex's 
presence  in  anticipation  of  an  eventu 
al  rebound.  Sales  of  power  boat  conn 
trols  are  way  off.  But  Teleflex  is  gain- 
ing market  share  in  the  auto  industry 
at  the  expense  of  weakened  competii 
tors.  In  the  marine  industry,  Teleflex 
has    made    acquisitions    at    fire -sale 
prices.  In  April  it  acquired  for  unde 
S5  million  Britain's  Marinex  Indus 
tries   Ltd.,  which   makes  expensiv 
electronic    navigational    equipment 
Black  followed  that  with  a  S4  millio 
investment    in    Alabama-based    S35 
million  ( 1990  sales)  Techsonic  Indusn 
tries  Inc.;  it  specializes  i 
sonar  used  to  locate  fish  for 
smaller  boats. 

Teleflex  paid  for  its  1991 
acquisitions  with  cash 
Rusch  was  bought  wi 
notes  and  bank  debt  de- 
nominated in  mark- 

Teleflex's  business  with 
the  aerospace  industry  ad 
counts  for  another  third  of 
sales  and  is  likely  to  be  tlat 
next  year. 

Catheters,    engine    con 
ttv>ls.  sfa  finders — howl 

does   Black   keep   trav.  1 
Teleflex's    far-flung    bust 
nesscsi  1  ewis  Hatch  Jr.,thc| 
65  year  old    chairman    rjfl 
Teleflex's        international 
medical    products    group! 

s.ns  u*s  done  bv  "rcmon] 

trust,"  meaning  corporattl 
officers   carefully   evaluate 
prospective  managers  antl 
then  refrain  from  nit  pick 
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Alabama  attracts  people  notorious 
for  their  handwriting,  and  the  Medical 
Center  of  the  University  of  Alabama  at 
Birmingham  (UAB)  is  just  one  of  many  reasons. 
Fortunately,  the  names  of  our  physicians  and 
researchers  are  more  often  seen  in  print,  for  their  work  in 
areas  from  cancer  research  to 
sports  medicine.  Alabama  is  \\  wLQYL    id 


year  for  continuing  education.  And,  as  Bo  knows,  one  of 
the  world's  recognized  leaders  in  sports  medicine  has  a 
thriving  practice  at  Alabama 
Sports  Medicine  and  Orthopaedic 
Center  on  the  HealthSouth 
campus.  Other  well-known 


en  lour 


a  state  dedicated  to  attracting 
innovative  talent  to  improve 
our  quality  of  life. 

While  some  states  follow 
national  trends,  Alabamians 
lead  advancements  in  a 
number  of  areas.  Medicine  is 
just  one.  UAB  is  recognized 
for  several  innovations. 


Medical  Facilities 
Are  Among  the 

lop  In  the 
Nation,  You  Just 

Seem  to 
Attract  Them. 


One  UAB  researcher  has  been  -^_^_« 

chosen  to  go  on  a  NASA  space  shuttle  mission.  He  will 
perform  experiments  growing  protein  crystals  in  space, 
which  may  lead  to  the 


Dr.  Jim  Andrews  with  patient  Bo  Jackson  at  the 
Alabama  Sports  Medicine  and  Orthopaedic  Center. 


athletes  who  come  to  the 
Center  for  treatment  include 
Jack  Nicklaus,  Charles  Barkley, 
Jerry  Pate,  and  Bruce  Smith. 

The  Medical  Forum, 
another  innovation  in  the 
medical  field,  will  offer  an 
unprecedented  opportunity 


development  of  treatments 
for  cancer,  diabetes  and 
birth  defects.  Other  UAB 
researchers  are  world- 


UAB's  Medical  Center  has 

been  twice  named  to  the 

top  three  medical  centers 

in  the  country  by 

The  Best  In  Medicine, 

a  survey  of  300 
prominent  physicians. 


renowned  for  pioneering  the  use  of  genetically  engineered 
antibodies  to  search  out  and  destroy  cancer  cells. 

Health  care  is  Birmingham's  primary  industry,  with  21 
hospitals  in  the  area,  including  Baptist  Medical  Centers,  the 
nation's  fourth  largest  not-for-profit  health  care  system. 
About  100,000  medical  professionals  come  to  the  area  each 


for  physicians,  educators,  and  research  and  development 
companies  from  around  the  world  to  exchange  the  latest 
advancements.  Opening  in  Birmingham  in  1 992,  it  will 
provide  state-of-the-art  continuing  education  facilities  for 
physicians  and  others  who  come  to  the  area  for  further 
study.  Several  international  medical  companies  will  make 
the  Forum  their  headquarters  in  the  U.S.  market. 

Alabama's  dedication  to  attracting  and  nurturing  talent 
in  all  fields  will  continue,  because  we've  never  been  content 
to  follow  national 
trends.  We're  more 
interested  in  setting  | 
them.  It  isn  't  where  you  think  it  is. 


For  more  information  contact  the  Economic  Development  Partnership  of  Alabama:  P.O.  Box  2641,  Birmingham  Alabama  35291-0001,205  250-2226 


The  Hotel  Okura  is  the  first  choice 
of  executive  travellers  from  all  over 
the  world.  Why?  We  invite  you  to 
come  see  and  understand. 

See  your  travel  agent  or  our  hotel 
representatives: 

THE  LEADING  HOTELS  OF  THE 

WORLD 

Tel:  800-223-6800  Toll  Free 

New  York  City  Tel:  212-838-3110 

DISTINGUISHED  HOTELS 

Tel:  800-888-1199  Toll  Free 

UTELL  INTERNATIONAL 

Tel:  800-44UTELL  Toll  Free 

HOTEL  OKURA  OFFICES 

New  York  Tel:  212-755-0733 

Los  Angeles  Tel:  213-380-0218 

HOTEL  OKURA,  TOKYO,  JAPAN 
lei.  03-3582-0111 

Telex:  122790 

Fax:  03-3582-3707 


one  of 


Needle  holders  used  in  plastic  and  cardiovascular  surgery 
The  attraction  for  Teleflex:  Pilling  s  U.S.  sales  force. 


ing.  But  to  remind  the  troops  and 
field  lieutenants  that  headquarters  is 
watching  them,  Black  and  his  senior 
executives  travel  constantly  to  visit 
the  operating  facilities.  Hatch  was  on 
the  road  150  nights  last  year. 

"We  never  travel  in  twos  or 
threes,"  says  Black.  "The  person  on 
the  scene  has  to  have  the  authority." 

Another  Black  dictum:  Don't  try  to 
impose  a  uniform  corporate  culture 
on  Teleflex's  diverse  operations.  That 
way,  he  says,  each  unit  is  in  tune  with 
its  own  market. 

Says  Black:  "Our  automotive 
group  has  all  the  characteristics  of 
Detroit.  It's  pretty  aggressive,  bom- 
bastic, pushy.  Our  medical  people  are 
much  more  collcgial,  polite,  interna- 
tional. Our  marine  products  people 
are  into  leisure,  fishing,  the  sun, 
booze  and  women.  The  Texas  lawn 
mower  controls  operation  is  very  much 
Texas  ol'  boy,  'Let's  go  shunning.' ' 

Adopting  the  culture  of  primary 
customers  can  sometimes  backfire. 
Teleflex's  "pushy"  Detroit  auto  men 
spent  several  fruitless  years  drying  to 
push  Japanese  auto  plants  in  the  I'.S. 
Into  buying  Teleflex's  controls,  al 
though  Japanese  cars  have  tradition 
ally  used  a  different  technology.  Now  , 
belatedly,  Teleflex  is  trying  to  sell  the 
Japanese  carmakers  the  kind  of  con 


trols  they  want.   (Black  admits  h« 
agreed  with  the  misguided  strategy. 

Still,  as  Teleflex's  financial  result 
demonstrate,  such  failures  have  beer 
relatively  rare.  Long-term  investors  it 
the  company  have  certainly  been  wet  ' 
rewarded:  Since  1985  Teleflex's  mar 
ket  value  has  expanded  from  SI-: 
million  to  about  S52 5  million.  Black': 
5.5%  of  the  company,  acquired  in  pan 
through  stock  options,  is  worth  nearrj 
$30  million  at  Teleflex's  recent  stoel 
price  of  $31.25. 

Earnings  are  likely  to  hit  $3  a  share 
by  the  mid-1990s.  But  the  suxrk  a 
current  prices  seems  to  have  alreach 
discounted  much  of  the  15%  io  20* 
annual  sales  and  profits  growth  thai 
Black  predicts  for  the  next  five  years 
Will  that  growth  materialize?  Cai 
Black  build  Teleflex  into  a  billion 
dollar  company  with  even  more  protr 
centers? 

Black  says  Ik-  m-o  no  problem 
long  as  he  keeps  pushing  more  re 
sponsibilitv  down  Teleflex's  manage 
rial  lines.  "I  don't  think  it's  mucj 
more  difficult  to  run  30  operation 
than   15,  .\nd  I'm  not  sure  it's  th^a  A  ^ 
much  more  difficult  to  run  100,"  \\k^ 
s.ns    "We  have  ti\c  presidents  wh< 
run    little   groups,   .\nA   as   thc\ 
bigger  we'll  have  seven  groups    Yoi 
1\isk.i1I\  divide  and  conquc  ■ 

l-ortx-N«  December  9,  1- 


Out  West, 
people  value 
their  freedom. 


The  Kern  River  pipeline  is  a 

joint  venture  of  Tenneco  Inc.  and 

The  Williams  Companies,  Inc. 


I  enneco  Gas  and  The  Williams  Companies,  Inc.  have  taken  a  big 
step  toward  freeing  this  nation  of  its  dependence  on  foreign  energy. 
The  36-inch  Kern  River  natural  gas  pipeline  will  be  operational  in  the 
first  quarter  of  1992.  This  major  energy  artery  runs  904  miles  from 
Opal,  Wyoming  to  Kern  County,  California. 

Some  700  million  cubic  feet  per  day  (MMcfd)  of  gas  is  already 
subscribed  for  the  opening  of  the  line.  Most  of  it  will  be  used  to 
generate  steam  for  the  enchanced  oil  recovery  operations  in  Kern 
County's  oil  fields  in  order  to  increase  domestic  production. 

Some  of  the  gas  will  go  to  utility  companies  for  distribution  to 
residential  and  commercial  customers.  Industrial  cogeneration 
facilities  will  use  it  to  generate  additional  electricity  for  the 
region's  power  grid. 

It  all  adds  up  to  cleaner,  more  efficient  energy  production, 
and  that  means  a  freer  America. 
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NEC  helps  the  children  of  Unda-Unda 
get  food  for  breakfast  and  food  for  thought. 


1N? 


Morning  is  not  normally  a  happy  time  in  a 
land  plagued  by  unhealthy  water  and  too  little  to 
eat.  Often  it  means  just  one  more  day  coping  with 
malaria  and  hunger.  But  thanks  to  the  Christian 
Children's  Fund,  children  like  these  in  Zambia 
awake  to  hope  and  a  lot  more.  This  incredible 
organization  helps  over  500,000  children 
in  28  countries  receive  healthcare,  * 

nutrition,  housing  and — to  make  them        ^ 
Self-sufficient— education .  ================--=========^ 

The  Fund  accomplishes  its  life-saving  work  through 
generosity  and  perseverance,  with  a  little  help  from  technology.  At  its 
headquarters  in  Richmond,  Virginia,  is  a  network  of  NEC  Powermate  386 
computers.  Their  ability  to  process  thousands  of  international  transactions 
with  speed  and  accuracy  eliminates  the  need  for  more  costly  mainframes. 
Thus  allowing  more  to  be  spent  for  bread  and  for  books. 

You'll  find  the  products  of  NEC  in  corporations  large  and  small.  In 
public  and  private  institutions.  In  homes  around  the  world.  Putting  high 
technology  to  work  for  a  higher  quality  of  life. 

For  more  information,  call  us  at  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 
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For  a  while  Federal  Express'  costly  purchase 
of  Flying  Tiger  looked  dumb.  Fred  Smith 
doesn't  look  so  dumb  now. 

Vindicated 


By  Seth  Lubove 

After  Federal  Express  Corp.  founder 
Frederick  Smith  bought  Tiger  Inter- 
national's Flying  Tiger  cargo  line  in 
1989,  critics  concluded  the  pioneer  of 
overnight  delivery  had  finally  over- 
reached. Here  Smith  was,  paying  an 
astounding  $880  million  for  an  aging 
fleet  of  planes  and  a  creaking  company. 
The  acquisition  was  meant  to  be 
the  capstone  of  Smith's  campaign  to 


expand  FedEx's  overnight  delivery 
service  around  the  globe:  Flying  Tiger 
possessed  landing  rights  that  are  hard 
to  come  by  in  such  Pacific  Rim  coun- 
tries as  Australia,  Malaysia  and  the 
Philippines.  But  integrating  the  two 
companies  turned  out  to  be  harder, 
slower  and  more  expensive  than 
Smith  expected.  Among  the  snafus: 
integrating  Tiger's  unionized  work 


force  with  FedEx's  nonunion  crews, 
and    more    costly    than    anticipate 
maintenance  on  Tiger's  aircraft.  Fed- 
eral Express'  overseas  operating  los 
totaled  S629  million  in  the  past  thrc 
years,  dropping  the  company's  ne 
income  from  SI 85  million  in  fis 
1989   (ended  May  31)  to  just  $< 
million  in  fiscal  1991 — an  almost  in- 
visible margin  for  a  company  withj 
revenues  of  $7.7  billion.  FedEx's  re-J 
cent  stock  price  of  around  38  is  half  it 
peak  of  four  years  ago. 

But  Smith's  strategy  may  be  sound- 
er than  his  critics  think.  No  one 
should  underestimate  his  determinaH 
tion  to  make  it  work.  As  a  youngsterJ 
Smith  battled  a  hip  disorder  and  wentl 
on  to  be  a  student  at  Yale  and  a  U.S.I 
Marine  Corps  captain  decorated  fo 
bravery  in  Vietnam.  At  47,  as  deter-j 
mined  as  ever,  he  is  turning  Fedei 
Express  into  a  global  overnight  deliv-J 
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Federal  Express 
Chairman 
Fred  Smith 
Finally  on  his 
way  to  turning 
Federal  Express 
into  a  global 
overnight  de- 
livery system  for 
manufacturers. 
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A  tennis  player's  moment  to  remember  has  a  way  of  replaying  itself  in  the  mind  again 
d  again  for  a  lifetime. 

And  whether  you  happen  to  be  an  A  player  or  a  C  player,  there  is  always  one 
forgettable  shot  that  put  the  finishing  touch  on  a  match  you  had  never  expected  to  win. 

Such  moments  to  remember  are  made  for  a  Macanudo  cigar.  For  in  an  age  when 
ed  is  all  too  often  the  order  of  the  day,  the  men  of  Macanudo  still  take  more  than  two 
ars  to  turn  the  finest  tobaccos  in  the  world  into  cigars  made  entirely  by  hand. 

Just  so  you  can  let  any  moment  worth  savoring  linger  on  and  on  with  all  the  taste  and 
)ma  of  the  ultimate  cigar. 
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America  needs  a  n 

fast  and  effective  deaiD 


An  alarming  lack 
of  progress  in  cleanup 

When  Congress  enacted  the  Federal 
Superfund  program  in  1980,  the  goal  was  to 
quickly  clean  up  America's  most  dangerous 
hazardous  waste  sites.  Congress  and  many  others 
assumed  there  would  be  only  a  relatively  few  such 
sites  and  that  cleanup  costs  would  be  limited. 

Now,  after  a  decade  of  trying  to  make 
Superfund  work,  it's  clear  these  assumptions  were 
wrong  and  that  a  quick  fix  was  never  possible. 
What's  wrong  with  Superfund  and  why  has  so 
little  been  accomplished? 

The  problem  is  twofold.  First,  the  real  scope 
of  our  nation's  hazardous  waste  situation  is  far 
greater  than  Congress  anticipated.  With  1,200 
priority  sites  already  identified,  growing  numbers 
of  sites  are  being  found  in  every  state.  The 
Environmental  Protection  Agency  expects  that  by 
the  year  2000,  there  may  be  as  many  as  2,000 
priority  sites. 

With  rapidly  rising  cleanup  costs,  which 
now  average  about  $25  million  per  site,  the 
eventual  price  tag  is  staggering.  According  to  a  top 
government  agency,  cleaning  up  all  of  America's 
hazardous  waste  sites  could  take  from  30  to  60 
years  and  cost  up  to  $500  billion! 

A  second  problem  is  Superfund's  alarming 
lack  of  progress  in  cleanup.  A  decade  and  billions 
of  dollars  later,  fewer  than  60  out  of  the  1 ,200 
sites  have  actually  been  cleaned  up. 

Why?  One  major  reason  is  Superfund's 
liability  system.  It  requires  that  cleanup  be  paid  for 
by  establishing  liability-who  sent  what  waste,  how 
much  and  where -and  then  negotiating  or 
litigating  with  those  believed  to  be  responsible 
While  this  sounds  good  in  theory,  it  hasn't 
worked  in  practice.  Instead,  the  result  has  been 
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delayed  cleanup  and  enormous  legal,  consulting 
and  other  costs  unrelated  to  cleanup. 

Compounding  the  problems 
instead  of  solving  them. 

This  is  because  working  out  who  pays  and 
how  much  for  cleanup  is  very  difficult  Under 
Superfund,  anyone  who  simply  used  or  owned 
the  site  at  any  tune  could  be  liable  tor  the  entire 
cleanup  bill.  Users  can  include  major  corporatt 
small  businesses,  local  governments,  hospitals. 
nursing  homes,  schools,  even  individuals  And  u 
does  not  matter  who  caused  the  harm  or  whether 
they  did  anything  wrong  Superfund  s  retroactive 


system  to  achieve 
ip  of  our  environment 


liability  provision  makes  parties  pay  for  past 
actions  based  on  today's  standards. 

For  example,  at  422  sites  almost  14,000 
parties  have  been  notified  that  they  coulcLbe 
liable.  In  turn,  many  of  them  are  identifying  still 
others  who  contributed  in  some  way  to  the 
presence  of  waste  at  each  site.  And  since 
Superfund  liability  deals  with  past  waste  disposal, 
the  record  of  users  can  go  back  25,  30  or  even  40 
years  and  can  number  in  the  hundreds. 

The  result?  The  focus  on  cleanup  has  been 
lost  as  private  and  public  parties  spend  years  in 
difficult  but  unavoidable  negotiations  and 
litigation,  trying  to  work  out  agreements  that 
would  provide  funds  for  cleanup.  At  some  sites, 
more  money  has  been  spent  resolving  complex 
factual  issues  than  on  cleanup  itself.  This  does  a 
lot  for  lawyers  and  consultants,  but  very  little  for 
the  environment.  And  of  course,  these  costs  are 
eventually  passed  on  to  all  of  us  as  consumers  in 
higher  prices  for  goods  and  services.  Isn't  it  time 
to  stop  this  wasteful  process  and  get  on  with 
cleaning  up  our  environment? 

At  AIG,  we  think  so.  There  is  little  to  be 
gained  by  arguing  over  waste  disposal  that 
happened  long  ago.  America  needs  a  system  that 
will  promote  fast  and  effective  cleanup,  reduce 
unnecessary  legal  fees,  spread  the  cost  of  cleanup 
broadly,  and  encourage  responsible  waste 
management  practices  today. 

A  PROPOSED  SOLUTION: 
THE  NATIONAL  ENVIRONMENTAL  TRUST  FUND. 

To  accomplish  this,  we  have  proposed 
creating  a  National  Environmental  Trust  Fund, 
similar  to  the  National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusively  for  cleaning 
up  old  hazardous  waste  sites.  Superfund's  tough 

liability  provisions  would  still  apply  for  future 
pollution,  as  would  all  other  state  and  federal 
environmental  laws  designed  to  promote 
responsible  waste  management. 

One  way  this  fund  could  be  financed  would 
be  by  adding  a  separate  fee  to  commercial  and 
industrial  insurance  premiums  in  the  United 
States.  Even  a  modest  assessment,  say  2%  of 
premiums  and  an  equivalent  amount  for  self- 
insureds,  would  provide  about  $40  billion  over  the 
next  decade  -  more  than  enough  to  clean  up  the 
1 ,200  highest-priority  sites.  Without  endless  time 
and  money  spent  on  legal  debates  about  liability. 

A  national  advisory  board  consisting  of 
private  individuals,  industry  and  public  officials 
could  be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring  committees 
in  each  community.  These  groups  of  local  citizens, 
representatives  of  industry  and  others  would  work 
with  the  Environmental  Protection  Agency  and 
their  own  state  on  the  particular  cleanup  site- 
from  the  very  beginning  of  the  cleanup  effort. 

YOU  CAN  HELP 

We've  waited  long  enough  and  spent  enough 
money  in  the  courtrooms.  Now  it's  time  for 
action.  A  cleaner  America  should  be  all  Americans' 
shared  goal  and  shared  responsibility. 

To  express  your  views,  or  if  you  would  like 
further  information  about  AIG's  proposed 
National  Environmental  Trust  Fund,  write  to 
Mr.  M.R.  Greenberg,  Chairman,  American 
International  Group,  Inc.,  70  Pine  Street,  New 
York,  NY  10270. 

RVfSj  World  leaders  in  insurance 
fa^wi  and  financial  services. 
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Federal  Express 

ery  system.  He  is  using  his  fleet  of  432 
airplanes  and  his  trucks  as  a  kind  of 
worldwide  network  of  mobile  ware- 
houses, allowing  customers  to  use  a 
just-in-time  inventory  system  for 
parts  and  goods  sourced  globally  and 
delivered  overnight  or  second  day. 

Sipping  a  Diet  Coke  in  his  memen- 
to-stuffed office  at  Memphis  head- 
quarters, Smith  elaborates:  "We  are 
the  clipper  ships  of  the  computer 
age."  His  decision  to  buy  Flying  Ti- 


of  its  parts  in  Asia,  assembles  them  in 
South  Dakota  and  markets  them 
throughout  the  country.  Using  Fed- 
Ex's new  International  Express- 
freight  Service,  Gateway  2000  can 
order  parts  from  Asia  as  it  needs  them, 
fly  them  to  FedEx's  new  Anchorage 
clearing  center  and  put  them  on  a 
domestic  FedEx  flight  in  time  for  next- 
morning  delivery  to  Gateway's  North 
Sioux  City,  S.D.  assembly  facility. 
Federal  Express  will  have  a  presence 


FedEx  van  in  London 

Part  of  Fred  Smith's  fleet  of  clipper  ships 

for  the  computer  age. 


ger  looks  all  the  smarter  now,  since 
lack  of  foreign  landing  rights  has 
slowed  the  global  expansion  of  rival 
United  Parcel  Service,  one  of  the  few 
freight  companies  besides  FedEx  that 
own  and  operate  their  own  airplanes. 

Smith  is  looking  to  50-year-old 
Thomas  Oliver  to  bring  his  vision  of 
global  mobile  warehouses  to  com- 
mercial viability.  Named  senior  vice 
president  for  international  operations 
in  May  1990,  Oliver  is  now  FedEx's 
number  two  executive,  after  last 
month's  surprise  leparture  of  former 
chief  operating  officer  James  Harks 
dale  to  McCaw  Cellular. 

As  an  example  of  the  kind  ofbusi 
ness  they  envision  winning,  Smith 
and  Oliver  point  to  Gateway  2000, 
Inc.,  a  fast  growing  South   Dakota 
based  maker  of  mail  order  personal 
computer  clones.  The  linn  buys  most 


in  1 85  countries  by  May.  To  speed  the 
flow  of  overseas  goods  to  FedEx's 
U.S.  customers,  thereby  saving  them 
time  and  money,  Smith  has  developed 
a  computerized  customs  clearing  s\  s 
tern.  The  system  alerts  U.S.  customs 
about  incoming  international  ship 
ments  before  they  arrive.  This  allows 
customs  agents  to  pinpoint  which 
shipments  to  hold  for  inspection, 
while  allowing  the  bulk  of  the  deliver- 
ies to  move  quickly. 

To  establish  the  closest  possible  ties 
with  its  customers,  FedEx  has  in 
stalled  15,000  'Towership"  comput 
er  terminals  at  its  customers'  offices, 
and  expects  to  have  1 00,000  installed 
b\  the  year  2000.  The  terminals  allow 
customers  to  track  their  shipments 
electronically,  from  point  of  shipment 
to  final  destination,  as  if  the  goods 
were   moving  inside  the  Customer's 
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own  warehousing  system.  Says  Smith 
"If  you're  tied  into  our  Powership 
system  and  you  can  keep  custodial 
control  over  an  item  from  Singapore 
to  Sacramento,  why  do  you  need  all 
these  warehouses  all  over  the  world? 
Warehouses  are  just  used  to  manage 
inventories." 

Smith's  appointment  of  Oliver,  a< 
marketing  man,  to  head  internationa 
operations  is  significant.  The  position 
had  formerly  been  filled  by  operations 
people.  "It  became  increasingly  clear 
that  the  operational  guys  spent  too 
much  time  on  operations  and  not  ore 
the   marketing  of  it,"   says   Oliver 
"They  spent  most  of  their  time  think- 
ing about  the  most  efficient  way  to 
operate,  whereas  I  think,  'What  d 
the  customer  need?'  " 

Oliver  and  Smith  have  just  over 
hauled   FedEx's  international   man- 
agement structure,  so  many  decisions 
will  now  be  made  by  senior  executix  e 
and  their  staffs  in  three  regions:  the 
Americas,  Europe/Africa  and  Asia/.^ 
Pacific.  This  is  a  big  change.  Three 
years  ago,  nearly  all  of  the  company's) 
international  marketing  staff  was  in 
Memphis;  now  only  40%  is  there 

Smith  admits  profits  from  the  inter- r  i 
national  business  are  still  several  years*  UC 
away.  But  there  are  already  concrete 
signs  of  progress.  The  $93  millio 
international  operating  loss  in  fiscal^ 
1992's  first  quarter  masked  a  24%» ' 
jump  in  the  volume  of  international 
small  package  and  document  ship- 
ments. At  the  same  time,  the  high- 
yielding  international  express  freight 
volume  that  is  a  key  to  an  internation- 
al turnaround  for  FedEx  more  than 
doubled. 

With  international  operations  im- 
proving, analysts  forecast  eaminj 
rise  to  $2  JO  a  share  for  fiscal  199^ 
(ending  M.n  31  .  despite  domestic 
earnings  crimped  by  the  lackluster 
economy.  That's  up  12%  from  what  it 
would  have  been  in  fiscal  1991  before 
a  restructuring  charge  and  reserves. 
Without  these  one  time  charges,  led 
I  x  would  have  earned  SI  9o  Um  \ear 

Says  Oliver  "A  year  ago  ii  wasn't  clear 
to  me  how  we'd  pull  it  all  together, 
but  we're  realh  beginning  1  ne^ 

ggns  of  improvement  now 

1  he   moral  o(  this  Morv   is  clear: 
When  a  usionarx  makes  a  bold  move, 
don't  be  too  quick  to  w  nte  it  oft 
if  it  looks  diccv  at  first.  ■ 
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W'hen  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
|  pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 
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PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe,  10  Rockefeller  Plaza.  Suite  629  (FB).  New  York,  NY  10020. 


It's  Got 

Fu  s  elage 

Power.  Portability.  What  do  you  their  technological  guts  into  their 


expect  from  makers  of  F-16  fight-  own  Daewoo-brand  PCs.  Like  an 


er    components?    Having    solved  F-16,  the  N3    SX  notebook  oper 


complex       logistical       problems  ates  with   remarkable  speed.   Its 


in    aerospace    and    robotics    for  16Mhz  microprocessor  and  20  Mb 


high-tech  companies  worldwide,  hard  drive  make  it  top  gun  among 


Daewoo  engineers  are  pouring  all  comparatively   priced   portables.1 


An  F-16 

:iilt  Into  It. 


HI 


an 


•It     embodies      the      same      high  telecommunications,        automo- 


standards      Daewoo      puts      into  tives,  heavy  industry,  and  trading. 


In    short,    this    PC's    gonna    fly. 


Daewoo,    CPO    Box    2810,    Seoul 


Korea.    Fax  number:  02-759-3558. 


DAEWOO 


The  Universal  Language  of  Quality. 


The  Main 
Pass  Block  299 
sulfur  find  in 
the  Gulf  of  Mexico 
The  find  will  help 
lew-cost  IMC  ami 
Free  port- 
McMoRan 
become 
lower  cost. 


In  the  1980s  fertilizer  producers  withered  on  the  vine. 
Survivors  are  poised  to  reap  the  fruits  of  the  recovery. 

Smelling  sweet 
again 


ey  this  year  and  buy  more  fertilize 
next  year.  Says  an  imc  Fertilizer  senioi 
vice    president,    Richard    Hedberg 
"We  expect  a  2 -million -acre  inc re- 
in corn  acreage  in  1992,  and  anoth 
3 -million -acre  increase  in  wheat.  SOJ 
bean  and  other  crops." 


Like  most  American  business 


peo-  i.v 
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By  Howard  Rudnitsky 

Fertii  [ZER  industry  enthusiasts 
blew  it.  The  1980s  were  not  banner 
years  for  the  U.S.  fertilizer  industry. 
Instead,  too  many  producers  overin- 
vestcd  and  took,  on  too  much  debt; 
farmers  also  borrowed  excessively, 
their  incomes  fell  and  they  planted 
fewer  acres.  Fertilizer  prices  gyrated. 
By  1990  fertilizer  producers  like 
Beker  Industries  and  Columbia  Ni- 
trogen were  out  of  business.  Diversi- 
fied companies  like  U.S.  Steel,  Chev 
ron  and  VV.R.  Grace  exited  fertilizers. 
Even  integrated,  low  cost  producers 
like     Freeport  McMoRan     Resource 


Partners  L.P.  and  imc  Fertilizer  strug- 
gled through  several  years  of  poor 
earnings  in  the  1980s. 

But,  for  the  survivors,  the  fertilizer 
business  is  starting  to  smell  better 
again.  After  three  years  of  strong  earn 
ings,  U.S.  farmers  are  now  in  their 
best  financial  shape  since  the  laic 
1970s.  Midwestern  corn  yields  were 
down  this  year,  from  120  bushels  per 
acre  to  about  109  bushels  per  acre, 
because  of  lack  of  rain;  the  1991 
winter  wheat  crop  also  will  be  lowci 
With  corn  mu\  wheat  prices  fairly 
strong,  tanners  will  make  good  mon 


\ 


pic,  farmers  are  keeping  a  close  eye  on 
their  inventories.  "By  historical  stan«~ 
dards,  U.S.  coarse  grain  stocks  arc 
quite  low,"  says  Rene  Latiolais,  presi- 
dent of  S85 1  million  |  revenues  I  Free- 
port- McMoRan  Resource  Partners. 
the  country's  second  largest  fertilizer 
producer,  after  imc.  "In  1987  we  had 
7.1  billion  bushels.  B)  1^0  those 
coarse  grain  stocks  had  fallen  to  2  1 
billion  bushels." 

Now  the  tanners  are  looking  to  ' 
rebuild  those  inventories.  They  ha\» 
alrcadv  started  with  corn.  Since  L989 
farmers  have  increased  com  plantings 
from  72  million  acres  to  ~c>  million 
acres  As  a  result  o\~  the  additional 
planting,  ink's  Hedberg  projects  a  2%t 
growth  in  domestic  consumption  in 
1992,  or  400,000  more  tons  of  fertil- 
izer. Thus,  fertilizer  prices  should 
start  to  recover  in  1992 

The  chaos  m  what  was  thecommu- 
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Florsheim  Introduces 
The  Perfect  Dress  Shoe. 
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Perfection   isn't  that  easy   to   come   by.  But 
P«  :hen,  neither  was  a  truly  comrortable  ana  stylish 
ress  shoe.  Until  now. 

Introducing  the  Comrortecn 
mperial  by  Florsheim. 

A  combination  or  our  classic 
*ood  looks,  tne  rinest  American 
:rartsmansnip  and  tne  latest  in 
omrort  technology. 

A  uniquely  designed  insole 
makes  tne  Comrortecn  Imperial 
to]  tne  most  rlexible,  most  comiort- 

able  leather  soled  shoe  round  anywhere  in  the  world. 
So  uniquely  comrortable,  in  ract,  that  Florsheim 


Unique,  Patented  Comfort  System 

Advanced  Flexibility  in  a  Leather  Soled  Shoe 


Shock  Absorbing  Heel  Cushion 

Full  Length  Cushioning  Reduces  Leg 
and  Foot  Fatigue 


protects  this  advanced  technology  with  a  patent. 
But  making  a  Comrortecn  Imperial  is  as  much 
an  art  as  it  is  a  science.  That's 
why  only  our  most  experi- 
enced, most  talented  crarts- 
men  are  reserved  ror  creating 
and  inspecting  this  rine  shoe, 
^e  demand  perrection  or 
ourselves  every  day.  Because 
we  know  you  have  high  expec- 
tations, too. 

To  experience  the  comiort 
and  style  or  the  perrect  dress  shoe,  call   1-800- 
872-3503  ror  the  Florsheim  Dealer  nearest  you. 
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FLORSHEIM 


nVTIFDRTEDHi'/ifi^ma/  Quality 


Quality  Is  Timeless. 
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We  immortalize  our  heroes  in  stone 
and  bronze,  but  unless  we  act  quickly, 
we'll  see  their  writings  crumble  into  dust 

One  and  a  half  centuries  of  culture 
and  science,  millions  of  irreplaceable 
books,  newspapers,  documents,  maps  and 
drawings  are  likely  to  be  lost  for  posterity. 
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Most  paper  made  of  wood  pulp 
-  nearly  everything  printed  since  1850  - 
is  acidic:  it  turns  brown  and  brittle,  and 
eventually  decomposes. 

But  there  is  good  news.  The  worlds 
largest  library,  in  cooperation  with 
Akzo  and  our  affiliate  Texas  Alkyls.  has 


developed  a  method  to  deacidif> 
preserve  thousands  of  books  and  d^ 
ments  simultaneously. 

Based  on  1 7  years  of  developm 
this  process  is  now  commercially  vie 
and  under  exclusive  license  to  Akzo. 
We  are  making  it  available  to  librar 
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versities  and  colleges  throughout  the 
djrld. 

This  preservation  of  history  is  just 
4e  of  the  major  contributions  achieved 
our  65,000  people  in  50  countries. 

As  one  of  the  world's  largest  chem- 
I  companies,  we  are  active  in  the 


fields  of  chemicals,  fibers,  coatings,  salt 
and  health  care.  For  more  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept  (MR),  300  South 
Riverside  Plaza,  Chicago,  II.  60606. 

CREATING  THE  RICHT  CHEMISTRY. 


AKZO 


ihzer 


nist  empire  in  Eastern  Europe  could 
help  America's  farmers  and  their  sup- 
pliers. "The  collapse  of  communism 
is  good  for  agricultural  minerals,  be- 
cause it  will  result  in  more  grain  being 
grown  in  the  U.S.  and  then  sold  to 
Russia  and  other  Eastern  European 
countries,"  says  Latiolais.  Mean- 
while, the  world  market  has  increas- 
ingly become  an  important  customer 
for  U.S.  farmers.  Though  grain  ex- 
port sales  have  not  shown  any  growth 
since  1988,  other  farm  products  that 
use  fertilizers  have  grown  by  about  $6 
billion  since  then.  While  U.S.  farmers 
are  their  major  customers,  the  fertiliz- 
er companies  also  sell  about  $5  billion 
a  year  worth  of  fertilizer  to  foreign 
buyers,  mainly  in  Third  World  coun- 
tries like  China,  India,  Iran  and  Paki- 
stan. Overseas  consumption  of  fertil- 
izers is  growing  at  about  three  times 
the  U.S.  rate. 

This  has  potentially  bullish  implica- 
tions for  fertilizer  prices.  In  the  turbu- 
lent 1980s  prices  for  diammonium 
phosphate  (dap),  a  widely  used  fertil- 
izer, swung  sharply  between  $200  a 
ton  and  $120  a  ton.  Recent  price  for 
dap:  $133  a  ton.  Low  dap  prices  that 
are  close  to  cash  production  costs 
have  forced  some  smaller,  leveraged 
producers  to  withdraw  from  the  busi- 
ness. But  at  imc  and  Freeport,  cash 
production  costs  are  only  $  1 1 5  or  so  a 
ton.  They  have  been  able  to  make  a 
profit,  and  would  stand  to  gain  the 


most  as  excess  capacity  is  gradually 
eliminated  and  prices  firm. 

On  the  raw  material  end,  too,  the 
fully  integrated  producers  are  in  a 
strong  position.  Today,  prices  for 
phosphate  rock — fertilizer's  basic  raw 
material — are  only  about  $22  a  ton, 
not  much  above  the  industry's  cash 
cost  required  to  mine  phosphate.  To 
justify  building  a  new  mine,  rock 
prices  would  have  to  rise  sharply.  Very 
few  expect  this  to  happen  in  the  next 
couple  of  years,  although  most  ana- 
lysts do  expect  phosphate  rock  prices 
to  accelerate,  starting  in  the  middle  of 
the  decade,  when  a  quarter  of  rock 
capacity  gets  exhausted.  This  further 
enhances  prospects  for  imc  and  Free- 
port.  Both  have  at  least  20  years  of 
phosphate  rock  reserves. 

One  bright  area  for  Freeport  and 
IMC  is  sulfur.  Combined  with  phos- 
phate rock,  sulfur  produces  phos- 
phoric acid,  the  first  step  in  convert- 
ing the  rock  to  fertilizer.  The  process 
requires  huge  amounts  of  sulfur.  But 
recently  reserves  have  shrunk. 

Consider,  then,  the  good  fortune 
of  Freeport- McMo Ran  and  imc.  In 
late  1988  they  and  Homestake  Min- 
ing discovered  a  massive,  67-million- 
ton  sulfur  deposit  off  the  Gulf  of 
Mexico  in  the  Main  Pass  Block  299 
(the  deposit  also  contains  significant 
oil  and  gas  reserves).  Freeport  owns 
61%  of  the  joint  venture,  imc  25%  and 
Homestake  the  balance.  The  three 
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Chinese  farmer  working  his  field 

Selling  first-rate  U.S.  fertilizers  to  Third  World  farmers. 


partners  are  spending  S555  million  to' 
develop  the  reserves,  due  to  come  onj 
stream  in  1992.  By  1994  this  could 
lower  imc's   phosphate    productiot 
costs  by  close  to  20%  and  be  a  fut 
source  of  profits  for  Freeport. 

How  best  to  play  fertilizer's  recov- 
ery? There  aren't  many  pure  plays. 
Industry     leader     imc     Fertilizer- 
which  owns  39%  of  the  U.S.  phos- 
phate rock  capacity,  and  produces 
15%    of   phosphate    fertilizers 
dap — recently     has     been     makin 
about  a  15%  return  on  equity 
fertilizer  prices  rise  during  the  next! 
year  or  two,  imc's  earnings  shoulc 
improve  to  around  S4.35  a  share,  up] 
from  $3.40  a  share  in  fiscal   1990! 
(ending  June  30).  But  by  the  mid- 
1990s,  says  Leslie  Ravitz,  Salomon 
Brothers    chemicals    analyst,    phos- 
phate rock  will  be  in  short  supply, 
and  IMC  will  begin  to  make  a  fortune, 
when  prices  for  the  raw  material  start; 
to  shoot  up.  Noting  imc's  huge  oper 
ating   leverage,    Ra\itz    predicts  iMfJ 
could  be  making  about  S15  a  share  j 
within  five  years.  Even  less  optimistic 
analysts  put  mid-1990s'  earning  pow  < 
at  about  $10  a  share.  Recent  price  of 
the  company's  stock:  51%. 

Mabon  Securities  chemicals  analyst 
Christopher  Willis  also  makes  a  bullish 
case  for  New  Orleans  based  Freeport  - 
McMoRan        Resource        Partners. 
Through  its  Agrico  division,  Freeport  isj 
the  country's  largest  producer  of  up- 
graded fertilizers  and  the  second  larg- 
est phosphate  rock  producer.  The  pan 
nership  earned  SI. 25  per  unit  in  the 
latest  12  months  (and  paid  out  most  ofj 
it  to  unit  holders),  but  Willis  thinks 
earnings  could  approach  S2  a  share  by 
the  mid-1990s.  The  company's  shares 
recently  traded  at  24 Va. 

Willis  also  points  to  a  fertilizer  com 
pain,     Vigoro     Corp.     o\     Fairvicw 
Heights,    111.   Vigoro     $562    million 
sales)  produces  \nd  markets  potash  \nd 
nitrogen,  but  its  strength  is  in  distribu 
lion  otYcrtili/crs  to  tanners  m  the  Com 
Belt.   The  company's  earnings  also  aa* 
likeh  to  tare  well.  A  fourth  company, 
Potash  Corp.  of  Saskatchewan,  is  the 
lowest  cost  North  American  producer 
of  potash;  analysts  expect  it  to  <Ao  n 
sonabry  well,  w  hen  excess  potash  capac 
u\  dwindles. 

All  in  all,  the  fertilizer  busnv 
smelling  considerably  better  than  it  has 
in  nearh  a  decade  m 
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OPPORTUNITIES  FOR  PRODUCTIVE  PARTNERSHIPS 
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Advertisement  5 


ISRAEL 


CREATING  A 


NEW  ISRAELI  ECONOMY 


A 


mid  Israel's  changing  policies,  Uzia  Galil,  chairman  of  Elron  Elec- 
tronic Industries,  says  potential  investors  often  confront  several 
myths  about  Israel.  Here  are  three  common  misconceptions: 

1.  Many  business  people  are  concerned  that  Israel's  location  in  a 
volatile  region  makes  it  unreliable.  But  Galil  says  that  Israel  is  "the  most 
stable  place  in  the  Middle  East.  For  44  years,  there  have  been  no  revolutions, 
no  internal  crises,  no  internal  wars.  Israel  has  been  most  stable,  even  in  time 
of  war.  It  has  always  delivered  on  time." 

2.  Israel  is  a  socialist  country  with  terrible  trade  unions  so  you  can't 
make  decisions.  Galil  calls  this  "nonsense,"  and  adds,  "Elron  has  5,000  em- 
ployees and  has  never  had  any  union  involvement.  The  same  is  true  for  most 
of  the  electronics  industry.  And  the  Histadrut  [labor  federation]  has  changed 
a  lot.  Everyone  understands  that  compensation  and  performance  must  be 
strongly  related.  We  live  by  the  same  measures  as  other  nations." 


TELRAD  REVOLUTIONIZES 
BUSINESS  COMMUNICATIONS 


With  Telrad  you  get  so  much  more  than 
just  a  phone  system;  it's  a  whole  new  way 
■of  doing  business.  Telrad  puts  tomorrow's 
technology  at  your  fingertips,  from  data 
networking  to  voice  mail  messaging  to 
ISDN.  Telrad's  product  developments  for 
leading  U.S.  companies  are  a  testament  to 
the  ingenuity  of  its  engineers  as  well  as  to 
the  excellence  of  its  product  line.  Whatever 
your  communications  requirements, 
Telrad  can  answer  the  call. 


'"•       Kllltl., 


Telrad 


-  - 


Telrad  Telecommunications  :  Telrad  Telecommunications  and  Electronic  Industries.  LTD. 

135  Crossways  Park  Drive  •  Woodbuiv,  NY  1 1 797.  USA  P.O.  Box  50.  Lod  71 100 

Tel:(516)921-8300-Fax:(516)921-8064  Tel: 08  238555 -Telex: 371 12'  M566 


Israel 


The  Immigration 
Boom 


A  Commitment  to 
Change 


New  Strategies  at 
Major  Companies 


\uturing  Small 
Companies 


World-Class  Scientific 

Talent  Gives  Israel  a 

High-Tech  Edge 


Tourism's  Important 
Economic  Role 
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Investors  haven't  made  money  in 
srael.  In  fact,  there  are  investors  with 

turns  of  60%  to  100%.   For  example, 
(laxwell  Communications  Corp.  bought 

rtalce  in  Scitex,  a  rapidly  growing  eom- 

lter  graphics  firm,  in  1989  for  $40  mil- 
pn  and  sold  its  7. 1  million  shares  in 
October  1991  for  $240  million. 

Israel  is  highly  appealing  to  in- 
estors  for  a  variety  of  reasons.  The  fun- 
amental  attraction  is  a  labor  force  with 
igh  skill  levels  and  low  wage  levels  rel- 
tive  to  the  U.S.  and  the  European 
lommunity.  In  addition,  says  Daniel 
orat,  president  of  Makhteshim-Agan 

North  America,  a  U.S.  joint  venture 
f  two  major  Israeli  chemical  compa- 
ies,  "One  of  the  unique  advantages  of 

rael  is  that  its  products  enjoy  duty- 
-ee  status  in  both  the  U.S.  and  the  Eu- 
bpean  Community  at  the  same  time, 
his  can  be  a  major  advantage." 


Courtesy  Teva  Pharmaceutical 


[  production  line  at  Teva  Pharmaceutical 
ndustries. 

CEO  Eli  Hurvitz  of  Teva  Pharma- 
eutical  Industries  Ltd.  says;  "The  in- 
rastructure  is  Western  -  the  telephone 
vstem,  the  faxes,  the  laboratories  - 
ven  the  restaurants.  The  entire  infra- 
tructure  is  reasonably  modern,  and 
/e're  modernizing  it  more  and  more." 

Moreover,  Israel's  banking  sys- 
am  is  well-equipped  to  handle  inter- 
iational  transactions.  The  five  major 
anking  groups  are  all  well  represented 
broad,  and  they're  universal  banks, 
qually  adept  at  operating  in  securities 
larkets  or  providing  commercial 
>anking  services. 

Government  incentives  for  busi- 
ess  are  well  designed  to  support  new 
entures  and  investment.  For  example, 
Qualified  companies  or  investors  can: 

♦  Get  cash  grants  of  up  to 
38%  of  their  investment,  state- 
guaranteed  loans  of  up  to  66.7% 
of  their  investment  and  receive 


EL  AL  is  proud  to  invite  you  to  its  new  business  class. 

It' s  the  roomiest  between  New  York  and  Tel  Aviv,  with 

more  space  and  more  seats.  I 


EL  AL  Business  Class  is  one  of 
the  most  respected  in  the  world. 
And  with  good  reason.  In  fact, 
it's  been  so  popular  in  the  past, 
that  you  may  have  sometimes 
found  it  difficult  to  get  a  seat. 

Now  all  that's  changed.  In 
response  to  requests  from  our 
passengers,  EL  AL  has  decided 
to  expand  its  business  class 
capacity  on  all  Boeing  747 
nonstop  flights  to  and  from 
Israel.  We've  added  24  extra 
business  class  seats  on  every 
flight.  And  best  of  all,  we've 
enlarged  the  business  class 
cabin  to  make  it  even  more 
comfortable  than  it  was  before. 
What's  more,  we've  given  you 
wider  aisles  and  a  whole  lot  of 
extra  space  to  move  around.  In 


fact,  with  64  seats  and  all  that 
extra  space,  EL  AL  Business 
Class  is  the  most 
comfortable  of  any  airline 
flying  nonstop  between  the 
USA  and  Israel. 
So  on  your  next  trip,  fly 
EL  AL  Business  Class.  We've 
got  plenty  of  room  for  you. 
EL  AL  also  flies  from 
Boston,  Chicago,  Miami  and 
Los  Angeles. 

For  details  contact  your 
travel  agent  or  EL  AL  at  1-800- 
223-6700  or  212-768-9200. 

EL'ZLHL'ZYJr 

The  Airline  of  Israel 
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IN  ISRAEL'S 

DYNAMIC 

AND  VOLATILE 

ECONOMY, 

YOU  NEED 

A  BANK 

THAT  THINKS 

DIFFERENTLY 


Conventional  banking  solutions 
may  not  be  sufficient  in  a 
dynamic  business  environment. 
With  the  Israeli  economy  facing 
new  challenges  -  immigration, 
privatization,  liberalization  and 
driven  expansion,  you  need  a 
bank  that  thinks  differently.  You 
need  The  First  International 
Bank  of  Israel,  the  only  private 
bank  in  Israel.  Owned  by  the 
SAFRA  family,  the  bank  has 
over  80  branches  counntrywide 
and  wholly-owned  subsidiaries 
in  London  and  Zurich. 

HEAD  OFFICE: 

TEL  AVIV- Shalom  Tower 

tel.  (03)  5196111.  Fax.(03)  657094 

LONDON-FIBI  BANK  2  London  Wall 

Buildings,  London  EC2M  5PP,  tel.(071)  6289765 

Fax.  (071)  5883789 

ZURICH-FIBI  BANK  45  Bleicherweg 

Zurich,  tel.  (41)  1-2016969.  Fax.  (41)  1-2011441 


sn. 


THE  FIRST INHRNAnONAL  BANK 
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ISRAEL 


R&D  grants  of  up  to  66%  of  their 
expenditures 

♦  Purchase  or  lease  industrial 
facilities  at  preferential  rates 

♦  Obtain  corporate  tax  rates  as 
low  as  10% 

♦  Benefit  from  tax  holidays  of  two 
to  ten  years 


It  has  continued  to  nurture  such  major 
industries  as  chemicals,  diamonds,  tex- 
tiles, agriculture  and  tourism  while  fos- 
tering the  high-tech  sector  and  buildin 
its  service  industries. 

THE  IMMIGRATION  BOOM 

As  Israel  enters  the  '90s,  its  economy 
must  expand  to  help  the  country  cope 
with  the  dramatic  growth  in  immigra- 
tion from  the  Soviet  Union.  Some 
300,000  Soviet  Jews  have  arrived  in 
Israel  in  the  last  two  vears,  and  as  ms 


Esbed's  Machine  Vision  System  and  Servo  Robot. 


♦  Avoid  a  capital  gains  tax  if  they 
sell  shares  quoted  on  the  Tel  Aviv 
Stock  Exchange. 

There  are  also  special  incentives 
for  investments  in  tourism,  film  produc- 
tion and  high  technology,  as  well  as  for 
investing  in  specific  parts  of  the  country, 

Perhaps  most  important,  the  Is- 
raeli government  is  committed  to  ac- 
tion: An  application  to  the  Israel  Invest- 
ment center  must  receive  a  decision  in 
12  days.  If  the  agency  doesn't  reply  in 
time,  the  application  receives  an  auto- 
matic approval. 

Spurred  by  the  demands  of  immi- 
gration and  fueled  by  an  influx  of  scien- 
tific talent,  Israel  has  been  revamping 
its  economic  policies  to  free  up  the 
economy  and  stimulate  growth.  Since 

L985,  the  government  has  removed 
many  deeply  entrenched  subsidies, 
while  relaxing  foreign  currency  controls 
for  Israeli  businesses  and  easing  the 
government  out  of  the  capital  markets 


as  700.000  more  may  come  in  the  n<  \: 
few  vears.  Israels  total  population  is  le* 
than  five  million,  so  the  Soviet  immigrj 
tion  has  tremendous  impact.  Taken  to- 
gether with  the  l-l.(XX)  Ethiopian  lews 
rescued  in  Operation  Solomon,  this  in 
migration  means  Israel  must  create 
5(H).(XX)  new  jobs,  a  one-third  increase 
over  present  employment 

Shlomo  Pkkrkowsk)  is  managing 
director  of  Israel's  First  International 
Hank,  which  was  acquired  by  the  Satry 
family  of  international  bankers  1 1 
the  assimilation  process  will  cost  Israel 
more  than  $40  billion  over  the  n. 
decade  Half  of  this  will  1  v  raisi\l 
abroad  in  the  form  of  loans  and  invest- 
ments 

Although  this  poses  an  economic; 
challenge,  most  Israelis  agree  with  Tel 
Pharmaceuticals  Hun  it.-,  who  s 
this  immigration  "is  g  not  a  burden  - 

it's  a  gift."  While  this  latter-dav  exodus 

means  Israel  must  reshape  its  ecooont 
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^st  in  Japan,  to  the  United  States 
Australia,  Germany  to  Hungary 
emerging  markets  in  Eastern 
>pe. 

AR's  1200  employees  world- 
11 3  have  helped  ISC  AR  achieve  a 
0  over  of  $165  million  in  1990, 
an  anticipated  turnover  of  $200 
ion  in  1991,  with  a  solid 


nad  of  markets, 
from  automotive  and  machine  tools, 
to  aerospace  and  defense. 

With  export  accounting  for  97%  of 
total  sales,  ISC  AR  LTD.  represents 
much  more  than  just  an  example  of 
successful  industry.  Founder  and 
Chairman  Stef  Wertheimer  was 
awarded  the  coveted  Israel  Prize  in 
1 99 1 ,  for  recognition  of  his  continu- 


ing  effc. ^  u^., 

ment  of  the  quality  of  life  in  Israel, 
through  successfully  intec 
advanced  technology  with  a 
forward-reaching  vision  of  Zionism. 

Under  the  "New  Line"  image, 
ISCAR  reinforces  its  commitment 
to  developing,  producing  and 
marketing  the  optimal  tools  to  meet 
the  market  demand. 


NEW  LINE 


H«ad  Office: 
ISCAR  LTD. 

Box  1 1  Jefen  24959  Israel 
Tel:  972(0)4  970311 
Fax:  972  (0)4  375741/2 

USA  -  ISCAR  METALS 

Tel:  817-473-2591 
Fax:817-473-0056 

CANADA  ■  ISCAR  TOOLS 

Tel:  416-827-7810 
Fax:416-827-7819 
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that's  not  beyond  a  nation  that  has,  for 
example,  transformed  a  desert  to  be- 
come a  significant  exporter  of  fruits  and 
vegetables. 

Piotrkowsky  notes  that  Israel's 
economy  grew  5%  in  1990.  He  adds, 
"The  growth  rate  during  1991  is  likely 


to  be  6%  to  7%,  and  the  projection  for 
next  year  is  about  8%  or  9%,  so  the 
economy  is  really  moving." 

Population  growth  is  swelling  the 
markets  for  consumer  goods  and  creat- 
ing a  construction  boom.  Investor  Ted 
Arison,  who  settled  in  Israel  last  year 
after  leaving  his  son  in  charge  of  the 
family's  Carnival  Cruise  Lines,  agrees. 
Arison  has  become  actively  involved  in 
Israeli  real  estate  development.  "I 
think  in  many  ways  the  Soviet  immi- 


Publicly  Traded: 

I    Elron  Electronic  Industries 

Ltd.  (ELRNF) 
I    ElbitLtd.(ELBTF) 
I    Elscint Ltd.  (ELT) 
I   Fibronics  International  Inc. 

(FBRX) 
I    Optrotech  Ltd.  (OPTKF) 

Privately  Held  Affiliates: 

■    Zoran  Corporation 
I    Rosh  Intelligent 

Systems  Inc. 
I    Elron  Technologies  Inc. 
I    Chip  Express  Corp. 
I    Elor  Optronics  Ltd. 
I    Opal  Inc. 
I    Adar  Svstems  Inc. 


£LRON 

ELECTRONIC  INDUSTRIES  LTD 

Setting  the  pace 
of  change 
and  innovation 
in  high-tech 
Industries 

Medical  imaging 
Defense  electronics 
Data  communications 
Manufacturing  automation 
Semiconductor  products 
Expert  systems 


Elron  Electronic  Industries  Ltd. 

P.O.B  1573.  Haifa  31015.  Israel. 

Elron  Technologies  Inc. 

850  Third  Ave,  New  York,  NY  10022. 

Tel:  (212)935-3110.   Telefax:  (212)935-3882 


.':'- 


gration  is  creating  a  boom  in  Israel  bei 
cause  of  the  vast  building  requirement  >  * 
and  the  ripple  effect  that  this  has  on 
the  entire  economv." 
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A  COMMITMENT  TO  CHANGE 

As  part  of  its  commitment  to  change, 
the  Israeli  government  is  beginning  to 
privatize  some  of  the  many  companies 
it  owns.  In  August,  it  sold  25.1%  of 
IDB  Bankholding  Corp.,  an  investment 
company,  for  $230  million.  After  a  slowf 
start,  Joseph  Nitzani,  the  energetic  ne\# 
head  of  Israel's  privatization  program,  ] 
is  predicting  the  government  will  sell 
companies  worth  up  to  $800  million. 
Enterprises  planned  for  sale  include  Is- 
rael Chemicals;  a  portion  of  Bezek,  Is 
rael's  phone  company;  and  state  hold- 
ings in  four  of  the  nation's  banks. 
Dozens  of  other  companies  mav  go  on    ( ::  -■ 
the  block  as  well.  Many  of  these  com- 
panies will  offer  investment  opportuni- 
ties for  foreign  investors.  There  are  also 
scores  of  shareholder-owned  compa- 
nies in  Israel  that  represent  attractive    *kesv 
investments,  including  about  two  dozen**  Aes 
whose  stocks  are  traded  on  U.S.  ex- 
changes or  in  the  over-the-counter 
market. 

Israel's  commitment  to  change  is 
further  demonstrated  bv  the  appoint- 
ment of  Jacob  Frenkel  as  the  head  of 
the  Bank  of  Israel  in  August  Frenkel 
came  back  to  Israel  after  tour  years  as 
the  highly  respected  chief  economist  at 
the  International  Monetary  Fund  in 
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In  a  recent  report. 

Salomon  Brothers  said: 

"Israel's  sovereign  credit 

quality  has  improved 

significant ly  over  the  past 

siv  years." 


Washington-  Before  that,  he  had  i 
lengthy  academic  career  at  the  citadel 
of  free  market  economics,  the  Univi 
Mt\  of  Chicago's  economic  department 

S  vera!  recent  surveys  have  pn 
sented  a  verj  positive  outlook  for  the 
Israeli  economy.  In  a  September  lvh)l 
report  entitled,   Israel   \  Misunder- 
stood (  unlit."  economic  ana  Sa- 
lomon Brothers  said    Israel  s  soven 
credit  quaht)  has  improved  signified) 
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I in   ver  the  past  six  years.  The  government 
as  not  only  shown  the  political  will  to 
mplement  tough  macroeconomic  poli- 
•ies  when  faced  with  economic  chal- 
mges,  but  it  also  has  demonstrated  a 
ommitment  to  structural  reforms  that 
hould  boost  the  economy's  perfor- 
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In  Euromoney's 
September  1991  rankings, 
Israel  moved  up  from  60th 

place  to  38th  place. 

This  leap  of  22  places  was 

one  of  the  largest 

recorded  by  the  survey. 


nance  significantly."  This  view  was 
choed  in  the  annual  country  risk  rates 
ublished  by  Euromoney,  a  leading 
nagazine  in  the  field  of  international  fi- 
lance.  In  Euromoney's  September 
als  991  rankings,  Israel  moved  up  from 
>0th  place  to  38th  place.  This  leap  of  22 
>laces  was  one  of  the  largest  recorded 
)y  the  survey. 


JMEW  STRATEGIES  AT  MAJOR 
COMPANIES 
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The  arrival  of  a  new  outlook  in  Is- 
ael  has  been  demonstrated  at  several 
najor  companies,  including  Koor  In- 
dustries. The  Histadrut  built  this  into  a 
onglomerate  with  annual  revenues  of 
|>2.5  billion,  making  it  Israel's  largest 
3nterprise.  It  pursued  social  as  well  as 

|  economic  objectives,  but  this  got  Koor 
nto  financial  difficulties  a  few  years 
go.  After  much  soul-searching,  new 
nanagement  was  hired,  and  the  com- 
pany undertook  crash  programs  to  close 
livisions  and  remove  excess  employees. 
Says  Koor  CEO  Benjamin  Gaon,  "For 
hree  years  we  have  oeen  restructuring 
:he  company,  and  we've  proven  we 
:ould  change  attitudes.  We  moved  to  a 
company  that  knows  it  must  exist  on  its 
awn  resources." 

Gaon  adds:  "This  is  a  change  that 

nt|s  happening  all  over  the  world,  be- 

,.  Jbause  of  the  realization  that  there  is  no 
jtree  lunch.  You  can  live  from  your  own 
[resources.  You  have  to  attune  yourself 

Ito  the  economic  changes  all  over." 

In  two  years,  Koor  has  turned  an 

-upperating  loss  of  $250  million  into  a 
ubstantial  profit  while  dramatically 


MAKHTESHIM-AGAN 


Chemicals  on  a  global  scale 


Safe     desert     location. 

State-of-the-art     organic 
synthesis     plants 

Worldwide     product     stewardship 
and     customer     support. 

Highly     skilled     workforce 
augmented     by     new     immigrant 
chemists     and     scientists. 


With  almost  a  quarter  of  a  billion 
dollars  in  annual  exports  to  95  countries, 
Makhteshim-Agan  is  a  truly  global  player 
in  the  agrochemical  market. 
Located  in  the  Negev  Desert,  far  from 
residential  areas,  the  company  has 
a  comprehensive  product  base  that 
includes  crop  protection  chemicals, 
fine  chemicals  and  intermediates,  aroma 
chemicals,  polyester  resins  and  flame 
retardants,  photographic  chemicals 
and  industrial  chemicals. 

The  highly  skilled  workforce,  recendy 


augmented  by  the  influx  of  new 
immigrant  chemists  and  engineers; 
the  availability  of  State  investment 
incentives  and  development  grants; 
and  the  duty-free  access  to  the  US 
and  EEC  markets,  make  Makhteshim- 
Agan  ripe  for  further  expansion 
and  diversification  into  new  markets 
and  new  product  lines. 

For  further  information,  please  call 
Daniel  Porat,  President,  Makhteshim- 
Agan  of  North  America  Inc. 
at  212-661-9800. 


Makhteshim-Agan  of  North  America  Inc.  iMANAi 
SSI  Fifth  Avenue, Suite  1100 
New  York,  N.Y.I 01 76 

!12  fto  1  9038  or-9043 


Industrial  Zone,  POB  60 

Ik'erSheva  84100,  Israel  ■ 

Tel :  (972 1  57  6666 1.1,  Fax:  [972')'S7  3,: 


First  there  was  a  need. 
And  Elbit  was  the  response. 

A  response  to  a  unique  market 
situation  where  the  lack  of 
natural  resources  necessitated 
the  development  of  products  that 
were  technologically  advanced 
and  highly  innovative. 

Twenty-five  years  later,  Elbit  is 
one  of  Israel's  leading 
manufacturers  of  defense, 
medical  and  industrial 
electronics  systems  and 
products. 

Its  defense  systems  equip  all 
Israeli  fighter  aircraft,  battle 
tanks  and  naval  vessels.  And 
through  acquisition  of  Elscint,  a 


leader  in  medical  diagnostic 
imaging  equipment,  Elbit  has 
become  equally  involved  in  the 
civilian  business  sector. 

In  1 990  sales  totalled  $363 
million,  of  which  $302  million 
were  exports.  Building  on  a 
record  order  backlog  and  solid 
financial  base,  Elbit  intends  to 
invest  more  of  its  resources  to 
expand  into  new  industrial  and 
commercial  markets. 

For  more  information  and  a  copy 
of  our  latest  Annual  Report,  write 
to  liana  Gelfer  at  our  corporate 
headquarters. 

NASDAQ  Listing  ELBTF. 
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Elbit  Ltd.  Advanced  Technology  Center,  P. OB.  539.  Haifa  31053.  Israel. 

Tel:  (972)4-315315.  Telefax:  (972)4-520002.* 

"Telefax  as  of  1 .1 .92:  (972)4-550002/551623. 

Elbit  Systems  Inc.  16  Esquire  Road.  Billerica.  MA  01862,  USA 

Tel:  (508)670-5555.  Telefax:  (508)667-1046 
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Israel  Chemicals  Ltd.  is  planning  a  public  issue 
of  up  to  25%  oftbe  company  on  the  Tel  Aviv 
Stock  Exchange. 


ly  reducing  its  debt.  Koor  is  becoming  a 
new  company,  with  19.500  employees 
instead  of  the  32,000  it  had  in  198 ~ 
The  HUitadrut  will  end  up  owning  26 


adturbi 


otOBorr 


of  Koor  instead  of  97rr .  while  the  rest 
of  die  shares  will  be  dmded  among  the 
government,  bond  holders,  hanks  and 
the  public. 

Israel  Chemicals  Ltd.  .K  I   . 
which  has  annual  revenues  of  $1.3  bil- 
lion, is  another  major  Israeli  company 
undergoing  restructuring  and  privatiza- 
tion  to  compete  in  world  markets.  The 
company,  which  exports  more  than 
90%  of  its  products,  was  formed  from  a 
group  of  Israeli  companies  and  go\ern-  rfiE 
meat  agencies  involved  in  natural  re-       ^^ 
sources  and  chemicals.  Butaftei 
of  government  ownership,  K  1  Chair- 
man Victor  Medina  vi\  v    We  will  sell  a  *K  J 
public  issue  of  up  to  I  LCLonthe 

Tel  \m\  Stock  Exchange,  and  that  will 
create  .1  benchmark  for  the  value  o( 
H  I  for  going  forward  with  additional 
privatization  " 

\s  !(  1  ,'s  ownership  ch 
Medina  sees  more  rapid  growth  be* 
cause  "We  will  have  more  d< 
freedom  ami  we  can  increase  IC1  s 
performance  and  profitability."  The 
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nn  has  adopted  impressive  goals: 
During  the  next  five  or  six  years,  we 
itend  to  invest  $1.5  billion,  which  is 
iree  times  the  level  of  investment  in 
le  last  five  years,"  Medina  says,  "and 
lis  will  permit  us  to  double  our  level 
f  activities,* 

Another  major  company  that  is 
hifting  strategies  is  Israel  Aircraft  In- 
lustries  Ltd.  (IAI),  Israel's  largest  in- 
lustrial  company.  Created  to  supply  Is- 
ael's  air  force,  IAI  has  been  moving 
apidly  into  civilian  markets.  It  sells  its 

tra  Corporate  Jet  worldwide  and  has 
>een  expanding  its  aircraft  maintenance 
)perations  and  offering  other  services  to 

rcraft  owners  around  the  world. 

NURTURING  SMALL  COMPANIES 

While  international  expansion  is  a  key 
)bjective  at  Israel's  big  companies,  the 
lation  is  also  stimulating  the  formation 
>f  new  companies.  One  important  step 
s  the  emerging  network  of  industrial 
Darks.  The  first,  called  Tefen,  was 
opened  in  Western  Galilee  six  years  ago 
is  the  result  of  efforts  by  entrepreneur 
StefWertheimer. 

Wertheimer  knows  something 
about  economic  development.  He 
founded  Iscar  in  1952  and  built  it  into  a 
company  with  annual  sales  of  $300  mil- 
ion.  It  exports  96%  of  its  carbon  tools 
md  turbine  blades.  He  describes  the 
industrial  parks  as  "incubators  that 
teach  about  60  companies  to  be  suc- 
cessful export  entrepreneurial  compa- 
nies.'' Companies  admitted  to  the  park 
not  only  obtain  facilities  at  attractive 
rates,  they  also  share  secretarial  help 
and  other  services,  permitting  them  to 
| focus  on  their  businesses.  They  can  stay 
three  to  five  years,  after  which  they 

Courtesy  Iscar  Ltd. 
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bear  exports  96%  of  its  carbon  took  and  tur- 
bine blades. 


Israel  Chemicals  Ltd. 
Poised  for  Growth  in  the  '90s 


Israel  Chemicals  Ltd.  (ICL)  is  a  government-owned  group 
of  chemical  enterprises  originally  founded  to  extract  and 
market  the  country's  rich  mineral  resources. 

Today  we  are  engaged  in  downstream  industrial  and 
marketing  projects,  including  a  growing  and  successful 
involvement  in  specialty  chemicals  and  high-tech  ventures. 

IT  IS  AN  EXCITING  TIME  FOR  US. 

We're  streamlining  our  operations  and  diversifying  our 
product  mix.  Our  R&D  budget  surpasses  $38  million  a  year, 
while  our  superior  products  and  competitive  pricing  have 
earned  us  international  recognition.  This  commitment  to 
innovation  will  be  backed  by  a  $1.5  billion  investment  over 
the  next  five  years.  Moreover,  in  accordance  with  the  Israeli 
Government,  our  shares  will  be  sold  through  the  Tel-Aviv 
stock  exchange  in  the  coming  months.  Keep  your  eye 
on  us  ...  we're  poised  for  growth. 


1990  AT  A  GLANCE 

■  Total  Sales  -  $1.2  Billion 

■  Income  in  Foreign 
Currency  -  90% 

■  Net  Income  -  $78  Million 

■  Capital  Expenditure  - 
$104  Million 

■  Total  Assets  - 
$1.65  Billion 

■  Shareholders'  Equity  - 
$605  Million 

■  Return  on  Equity  -  14% 

■  Export  from  Israel  - 
$646  Million  (FOB) 


MAIN  PRODUCTS 


Potash 

Phosphate  Rock 

Fertilizers 

Bromine  &  Bromine  Compounds 

Specialty  Chemicals 


ISRAEL  CHEMICALS  LTD, 

Tel:  972-3-5630232  •  Fax:  972-3-5615391 
P.O.  Box  7164  •  Tel-Aviv  61071  •  Israel 
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hope  to  have  outgrown  the  parks.  Tefen 
has  doubled  in  size  recently.  A  second 
industrial  park  has  opened  in  Tel  Hai 
and  a  third  is  planned  in  Lavon.  The 
goal  is  ten  parks  nationwide. 

Beyond  these  small-business  incu- 
bators, Israel  abounds  in  startup  com- 
panies. While  they  offer  a  variety  of  in- 
novative products  and  sendees,  many 
are  focused  on  high  technology,  which 
is  where  many  economists  see  Israel's 
future.  Israel  is  hardly  the  only  nation 
seeking  to  foster  industries  based  on 
advanced  technologies.  But  unlike 
many  countries  for  which  high  tech  is  a 
mantra,  Israel  already  has  a  solid 
grounding  in  technology,  suggesting 
that  it  can  achieve  its  objectives. 

One  success  story  is  the  Scorbot, 
a  robot  used  at  the  Kennedy  Space 
Center's  flight  crew  training  building, 
that  is  manufactured  in  Israel  by  Eshed 
Robotec,  one  of  the  Israeli  high-tech 
companies  gaining  visibility  in  interna- 
tional markets.  And  Intel  is  investing 
$150  million  to  expand  its  high-tech 
facilities  in  Israel. 

WORLD-CLASS  SCIENTIFIC 

TALENT  GIVES  ISRAEL 

A  HIGH-TECH  EDGE 

One  of  Israel's  most  important  re- 
sources is  the  nation's  scientific  institu- 
tions, such  as  the  Technion,  Hebrew 

Courtesy  of  Elscint,  Inc. 
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University  and  the  Weizman  Institute. 
In  two  generations,  they  have  become 
world-class  institutions.  That  means 
they  train  scientific  and  technology 
people  well.  But  that  also  means  that, 
like  Route  128  in  the  Boston  area,  Is- 
rael has  a  talented  pool  of  academics 
generating  a  steady  flow  of  ideas  that 
often  have  commercial  applications. 
Elron's  Galil  provides  an  example.  The 
one-time  head  of  the  electronics  de- 
partment at  the  Technion  went  on  to 
build  Elron  into  a  high-tech  conglom- 
erate. 

Historicallv,  Israel's  need  to  main- 
tain  a  strong  and  technologicallv  ad- 
vanced domestic  defense  industry  has 
fostered  technological  innovations  that 
have  had  industrial  spinoffs.  The  needs 
of  the  much-vaunted  Israeli  Air  Forte, 
for  example,  have  helped  -  indeed, 
mandated  -  that  Israel  become  a  lead- 
ing vendor  of  avionics  and  electronics. 

Intellectual  resources  arc  but- 
tressed by  financial  ones:  In  Israel,  gen- 
erous grants  exist  for  R6cD  from  the 
government  and  other  sources.  These 
grants  nave  not  only  helped  develop  in- 
digenous high-tech  companies,  they 
have  also  attracted  major  foreign  firms. 
Apart  from  government  aid.  there  is  the 

Israeli  Hinational  Industrial  Re- 
search and  Development  Foundation, 

called  BIRD  lor  short,  which  provides 
up  to  hall  the  startup  costs  of  projects, 

and.   ialil  adds,  "there  is  enough 

money"  available  from  Israeli  financial 
institutions  and  markets  "to  finance 

local  expansion." 


Elron:  Optrotecb's  bigb-tech  equipment 
reads  chips  for  flaws. 

The  new  immigrants  represent 
another  important  high-tech  resource. 
A  survey  taken  earlier  this  vear  found 
that  22%  of  die  Soviet  immigrants  v\ 
engineers.  As  a  result,  engineers  are 
likelv  to  make  up  6%  of  the  Israeli  wor 
force  in  the  1990s.  This  is  far  higher 
than  Germany,  Japan  or  the  I    5 
where  the  figure  is  1.6%.  There  are 
similar  loftv  figures  for  other  technical 
skills  and  education  levels,  and  Israel 
already  has  more  doctors  per  capita 
than  any  other  country. 

Labor  force  demographics  help 


Engineers  are  likely 

to  make  up  6%  of  the 

Israeli  work  force  in  the 

1990s.  This  is  far  higher 

than  Germany. 

Japan  or  the  I  .S..  where 

the  figure  is  1 .6%. 


explain  why  such  major  U.S.  companies 
as  Motorola,  Intel,  IBM,  Distal  Equip- 
ment and  National  Semiconductor 

Opened  facilities  m  Israel  Says  Hun 
of  leva  Pharmaceuticals,  "Fort! 
dustnes  or  services  like  coraputo 
chemicals,  pharmaceuticals  i 
neering  that  need  human  capital,  we 
have  paradise  here  1  don't  lis 
the  word  cheap,  but  we  have  noi 
pensive  people  who  are  highly  skilled." 
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Music  and  film.  Painting  and  sculpture.  Theater  and  dance. 
Sports  and  camping.  Whatever  happens  to  excite,  is  happening  in  Israel. 

Hope  to  see  you  soon.        * 


soon.        m  a 


Israel  Government  Tourist  Office, 

New  York  212-560-0650  •  Atlanta:  404-875-9924  •  Chicago:  312-782-4306  •  Dallas:  214-991-9097 

Los  Angeles:  213-658-7462  •  Miami:  305-539-1919 
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The  we  labor 

force':'  Wertheimer  says  of  many  Soviet 
immigrants:  "Technically,  their  skills 
are  well  developed,  but  in  marketing, 
some  are  backwards.  Their  problem 
they  spent  too  long  on  Marx  and  En  gels 
and  didn't  get  enough  Marks  and 
Spencer."  Local  citizens  can  help  new- 
comers adjust,  howe 

Because  of  Israels  depth  of  R&D 
talent,  foreign  investors  have  found 
their  Israeli  subsidiaries  can  do  more 
than  manufacture  products  under  li- 
cense from  the  parent.  Motorola  Israel, 
for  example,  produces  a  substantial 
quantity  of  goods  based  on  its  own 
R&D  and  exports  them  worldwide. 

Israel  has  already  proven  its  at- 
tractiveness to  some  200  American 
companies  and  scores  of  firms  from 
other  countries.  One  of  them  is  Octel 
iimunications  Corp.,  a  Silicon  Val- 
ley developer  of  software-driven  voice 
messaging  systems  that  became  in- 
volved in  Israel  three  years  ago.  "We 
Weren't  looking  to  go  into  development 
in  a  foreign  Country,"  says  Duncan 
NhtcMilluri,  director  for  integrated 
computing  at  the  Milpitas,  Calif,  com- 
pany. However,  Octel,  which  has  about 
a  thousand  employees,  found  a  small 
Israeli  engineering  firm  "that  had 
something  we  needed."  Octel  negotiat- 
ed a  development  contract,  and  after 
about  a  year  and  a  half,  bought  its  Is- 
raeli subcontractor;  "They  were  just  a 
good  group  of  dedicated  hard-working 
pie     \l.t<  Millan  says. 

Courti-iy  Iirael  Minittry  of  Tourism 


One  of  the  modern  hotels  on  the  Sea  ofdaiilee. 


TOIRISM'S  IMPORTANT 
ECONOMIC  ROLE 

While  there  are  high  hopes  for  Israels 
newest  high-tech  products  and  indus- 
tries, one  of  Israel's  oldest  industries  - 
tourism  -  continues  to  play  an  impor- 
tant role.  Tourism  generates  income  of 
well  over  SI  billion  a  year  and  empK 
as  many  as  100,000  Israelis. 

It's  not  surprising,  considering  that 
the  country  offers  a  unique  combination 
of  culture  and  history,  plus  sun  and  sea. 
Israel  has  four  seas  -  the  Red,  the 
Dead,  the  Med  and  the  Sea  of  Calilee 
-and  miles  of  beaches.  While  some  Is- 
raeli marketing  efforts  have  focused  on 
the  nation's  beaches.  Raphael  Farber, 
Israels  Tourism  Commissioner  for 
Northern  America  is  the  first  to  admit 
that  lots  of  places  have  nice  beaches.  Is- 
rael, however,  is  "the  only  Ilok  Land 
for  the  three  major  monotheistic  reli- 
gions of  the  world."  Israel,  the  cradle  of 
Western  cKilization.  offers  everythii 
from  early  Jewish  settlements  dating 
back  to  biblical  times  to  ruins  from  Hel- 
lenic Roman,  Byzantine  and  Ottoman 
occupations.  "There  s  more  history  per 

square  inch  than  anywhere  elm-  in  tin 

world  '  Ted  Arison  says. 

In  recent  wars.  NV,  <>|  Israels 
tourists  have  come  from  Europe  and 

from  the  is.  (although  me  m 
spending  Americans  genei  ri  ol 

tourism  revenue).  Tourism  1 
bounced  back  since  the  Cull  War,  and. 
although  tl;  i  than  si\  mil- 

lion Jews  iii  the  U  S  and  many  have  al- 

ivadv  visited  Israel   the'  I '  million 

ngelicai  ( Ihristians  who  have  an 


Amphitheater  at  the  Caesarea  Roman  nuns. 


)le. 


abiding  interest  in  the  land  of  the  Bibli 
So  far  only  2%  of  them  have  \isited  Is-  i 
rael,  but  an  active  Israeli  marketing 
campaign,  featuring  Pat  Boone,  is 
bringing  more  of  them. 

Farber  also  foresees  significant     ;  4 
growth  in  tourists  from  the  Far  East 
where  increasing  affluence  has  enabled  ( 
Asians  to  become  wide-ranging  in  their „ 
travels.  To  cultivate  this  market  Rafi 
Harlev,  president  of  El  Al  Airlines.  - 
We  are  pushing  very  hard  in  Eastern 
L  We  still  don't  have  rights  to  over- 
fly the  Soviet  Union,  but  we're  negori-    * 

1 

ating.  We're  also  negotiating  with  Ai 
tralia.  and  we  hope  to  be  able  to  fly 
there  by  late  summer  1992.  Also,  our 
chances  of  negotiating  an  agreement  toyn 
flv  to  Japan  are  not  1  t 

In  addition,  the  government  of 
Israel  has  Ixvn  working  closely  with       1 
ypt,  Turkey  and  i  topromi 

;Ntem  Mediterranean  Tourism." 
Package  tours  enable  visitors  in   | 

ral  of  these  countries.  In  tin   I    v 
Israel's  Farber  and  his  Egyptian  coun- 
terpart. Hanivli  S.md  El-Din  have  ap- 
peared together  on  seve  ral  1  !      t 
television  shows  toi;' 
ol  their  twocountn 

Israel's  major  citit  s  ha> 
a  substantial  investment  in  hotels  and     i 
their  tourism  mtrastnict 
significant  growth  in  th< 
itorv  Hi 

important  investment  opportunit 
other  parts  of  Israel,  such  as 
which  has  become  a  maj 
Israel  also  hopes  to  turn  th<  I> 



n  innovative  82-year-old  company 
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in  a  dynamic  43-year-old  country 
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riginally  formed  in  1909  to  purchase 
id  develop  land  in  pre-state  Israel, 
DC-The     Israel     Land     Development 
ompany  Ltd..,  is  today  a  dynamic 
)'mpany  with  diversified  international 
iterests  in  the  property,  construction  and 
fiancial  markets.  The  company's  activities  reflect 
rael's  national  and  business  priorities: 

eal  estate  development-ILDC  holds  a  large  inventory  of 
nd  in  various  stages  of  development,  and  acts  as  project 
anager  for  its  own  development  projects. 


a  nmigrant  housing— In  conjunction  with  domestic, 
merican  and  other  overseas  contractors,  ILDC  is  involved 
a  $220  million  project  to  build  3,000  residential  units  for 
ew  immigrants. 

tourism— ILDC  owns  and  operates  4  premier  resort  hotels 
**>im  key  locations. 

J  roperty  management-ILDC  has  more  than  1.6  million 
,  b.  ft.  of  income-producing  commercial,  industrial  and 
nJ '  bsidential  properties. 

Retirement  communities-ILDC  is  the  developer  for 
Irusalem's  most  prestigious  private  retirement  home. 

4isurance-ILDC  has  recently  purchased  an  established 
-multi-line  insurance  company. 

IDC  is  one  of  only  a  handful  of  Israeli  companies  traded  in 
idle  USA  via  easily  negotiable  American  Depositary  Receipts 
J\DRs).  NASDAQ/NMS  Symbol:  ILDCY. 

■'ith  its  high  liquidity  level  and  assets  in  the  hundreds  of 
ullions,  ILDC  is  ideally  positioned  to  continue  its  policy  of 
iversification  into  other  fields  of  endeavor. 
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194HayarkonSt. 

Tel  Aviv  63405,  Israel 

Tel:  (972)-3-221275  Fax:  (972)-3-221284 
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For  further  information  on  business  opportunities  with  the  State  of  Israel,  please  cont.u  t 


ISRAEL 

Minisirv  OF  Industry  and  Trade 

Center  for  Business  Promomon 

TEL:  972-2-698-547/6 

FAX:  972-2-669- "J88 


NEW  YORK 

Israfi  Egonomk  Mission 

TEL:  (212)  560-061X1 
I  \\  (2 12)  564-8^4 


BOSTON 

GOVERNMENT  01  ISRAB 

Economic  Offk  t 
TEL  (617)  451-1810 
t  \\   (617)451 


At  a  time  when  advanced  countries  are  scrambling 
for  technically-trained  workers,  what  country  will 
soon  be  home  to  over  250,000  highly-skilled 
scientists  and  engineers? 


In  a  time  of  rapidly  expanding  global  trade,  with 
powerful  new  "trading  blocs"  being  formed  in 
North  America,  Europe  and  Asia,  what  is  the  only 
country  in  the  world  with  a  free  trade  agreement 
with  both  the  EEC  and  the  United  States? 


What  country's  people  offer  perhaps  the  strongest 
cultural  and  historical  relationships  with  the  newly 
reformed  economies  of  Eastern  European  and 
Russian  countries? 


What  country  offers  one  of  the  world's  most 
attractive  packages  of  financial  incentives  to 
foreign  investors  —  including  investment 
grants,  government  guarantees  for  bank 
financing,  accelerated  depreciation,  tax 
benefits  and  exemptions,  employee  training, 
and  strong  financial  support  for  research 
and  development  projects  through  a  highly 
.  successful  grant  program? 


What  country  boasts  one  of  the  world's  most 
highly  educated,  motivated  and  multilingual 
work  forces,  along  with  a  famous  university 
and  research  institute  system? 


What  country  provides  business  with  a  well- 
developed  infrastructure  for  data  communications, 
transportation  and  telecommunications,  as  well 
as  premier  research  facilities? 


ISRAEL 

-  it  provides  more  answers  than  most  people  know 


CHICAGO 

Government  of  Israel 
Investment  &  Export  Authority 
TEL:  (312)  332-2160 
FAX:  (312)  332-2163 


LOS  ANGELES 
Government  of  Israel 
Investment  &  Export  Authority 
TEL:  (213 )  658-7924 
FAX:  (213)  651-0572 


SAN  FRANCISCO 
Government  of  Israel 
Economic  Mission 
TEL:  (415)  434-2450 
FAX:  (415)  434-8034 


TORONTO 

Israel  Economic  Mission  of  Canada 

TEL:  (416)  961-1242 

FAX:  (416)  961-3962 
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Get  an  Unfair 
Business  Advantage 


Read  LINK  magazine 

To  get  a  first  glimpse  of  a  high  tech 

business  opportunity... 

To  be  first  with  a  new  product  or 

a  novel  technology... 
And  to  discover  the  benefits  of 
Israel's  business  environment... 


Israeli  business  &  technology  magazine 

For  a  free  cop>  H  LINK  magazine: 

phone  us  toda>  1-800-242-6181 

Or  tax  us  201-385-1318 

Or  circle  our  name  on  the  reader  service  card 
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NEW  YORK 
885  THIRD  AVENUE 
TEL:  21 2  230  2536 
FAX;  212  230  3299 


TEL  AVIV 
2,  IBN  GVIROL  ST. 
TEL:  972  3  695OO07 
FAX:  972  3  6910595 


LORDAN  QuikOOl    Ltd. 

Lord»n  Ouikcol  is  a  division  of  Lordan 
A  Co.  Established  in  1959,  Lordan 
specializes  in  developing,  producing 
and  marketing  heat  exchange  and  cooling 
products,  including  solar  collectors 
and  air  condition  in  9  refrigeration  coils. 

One  of  Lordan  »  innt  -  dtive  products  is 
the  Ouikool    Beverage  Can  Cooler,  a 
patented  device  which  is  connected  to 
a  car's  air  conditioning  unit  and  cools 
canned  drinks  in  five  minutes  inside  the 
vehicle.  It  is  a  convenient,  unique 
automotive  accessory. 

For  more  information  about  joint  ventures 
or  investment  opportunities  with  Ouikool, 
call  972  6  94751 1  or  FAX  972  6  947554. 
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into  a  major  spa  center. 

Many  of  the  world's  major  hotel 
groups  are  well  represented  in  Israel, 
and  more  are  coming.  Led  bv  CEO 
C\iil  Stein,  Ladbroke  Group,  the  UJL- 
based  company  that  owns  Hilton  Inter- 
national, is  not  onlv  developing  resorts 
in  Israel,  but  also  the  Mamilla  project,  a 
massive  multi-million  dollar  residential 
and  commercial  property  near  the  old 
city  of  Jerusalem.  In  September,  the 
Carlson  Companies*  Colony  Hotels  and 
Resorts  announced  plans  to  expand 
into  Israel,  constructing  five  new  resort 
properties.  Carlson  also  agreed  to  pro- 
mote Israeli  tourism  through  die  Carl- 
son Travel  Network  which  has  some 
2.100  offices  worldwide.  As  in  other  in- 
dustries, there  is  a  generous  package  of 
incentives  for  those  investing  in  Israels 
tourism  industry. 

SEEKING  NEW  OPPORTUNITIES 
FOR  GROWTH 

Industries  representing  a  \-arietv  of 
other  skills  also  flourish  in  Israel.  'Dia- 
monds are  important  and  will  continue 
to  be  important"  banker  Piotrkowskv 
says.  Half  of  the  worlds  finished  dia- 
monds are  cut  in  Israel  each  vear.  gen- 
erating revenues  of  S2.7  billion.  Israel  is 
also  know  for  its  fashions  -  particularlv 
the  Gottex  brand  -  and  textiles. 

The  rapid  increase  in  Israel's  pop- 
ulation is  creating  a  boom  in  industries 
serving  the  domestic  market.  Construc- 
tion and  building  materials  compan: 
are  busv  providing  the  400.000  n 
apartments  needed,  and  real  estate  in- 
vestors are  flourishing  as  the  growing 
population  bids  up  propertv  prk 
Piotrkowskv  says,  "The  food  and  ali- 
mentary products  industry  will  K 
pending  because  tbe  population 
growing  20^*:  to  25'       II  he, 

like  others,  comes  hack  to  electa 
and  other  areas  of  advanced  techno! 
be  focus  of  Israeli  industry  Inde< 
high  techol  les  Israel  compft- 

d  ostensibly  low-tech  industi 
For  example,  Delta,  a  textile  manufa 
tun  r  anil  Osem.  a  fotxi  vrth 


Usi- 
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Arthur  Low.  CEO  of  the  Israel 
Education  and  Development  Corpo- 
rate Group,  savs:  "We  are  trving  to 
move  as  quickly  as  we  can  to  enhance  I 
Israels  ability  to  export.  The  thin  g 
rael  has  the  most  of  is  highlv  skilled 
manpower  in  the  technical  and  scien- 
tific areas  -  something  that  is  lack 
in  many  other  parts  of  the  world." 
Low's  organization  was  founded  a 
months  ago  bv  the  Ladbroke  Group's 
Stein  to  advance  Israel's  economic 
development. 


L  ortesi  !'T^t-  MaaaVi  afXp 


Half  of  the  world's  finished 
Israel  each  year. 


are  eta  m 


'--  ; 
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Within  the  world  of  high  tech. 
Koor  Industries'  Gaon  savs.  Israel 
knows  its  limits.  ""We're  not  going  to 
produce  massive  quantities  of  televi- 
sion sets  or  video  recorders  or  th: 
like  that."  he  says,  because  Israel, 
dustrv  is  not  going  to  be  based  on  low- 
cost  or  low  -tech  workers.  Instead,  he 
sav^s.  its  competitive  position  "will  be 
based  on  advanced  technology  or  a 
niche  that  we  can  find  in  the  world 
mark 

Israeli  companies  know  wh< 

niches  are.  At  ICL.  for  example. 
Medina  says,  "We  will  be  putting  an 
emphasis  on  new  fie!  ah^anced 

ceramics,  agriehemit-als  and  plast 
ditives.  to  na: 

fop  our  activity  ii 
izers  -  those  witl  'ded 

and  higher  prof 

But 
We  don't  want  d  into  n 

Ux>  time-consui 
That's  not  tl 
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lies,  recently  formed  TAG,  a  joint  ven- 
ture with  W.R.  Grace  Co.  of  the  U.S. 
TAG  will  participate  in  the  financing  of 
leva's  innovative  R&D  projects  de- 
signed for  the  American  market.  In  ad- 
dition, TAG  acquired  an  experienced 
nanufacturer  and  marketer  of  generic 
drugs,  enabling  Teva  to  enter  this  ex- 
panding segment  of  the  U.S.  pharma- 
ceuticals market.  CEO  Hunitz  adds 
that  Teva  is  also  exploring  expansion 
opportunities  in  Europe.  Reflecting  the 
company's  international  character, 
more  than  half  of  its  shares  are  held  by 
non-Israelis. 

Koor's  Gaon  adds,  "We  are  seek- 
ing more  ventures  with  American  and 
European  companies  -  and  we  will  be 
going  to  American  and  European  stock 
exchanges.  We  are  seeking  to  be  more 
integrated  into  the  world  business  com- 
munitv." 


A  PROMISING  FLTIRE 


Xi 


Israel  is  engaged  in  a  race  to  create 
enough  jobs  and  prosperity  to  absorb 


massive  immigration.  It  is  not  an  easy 
task.  But  as  people  in  the  U.S.  -  anoth- 
er nation  where  immigration  has  played 
a  major  role  -  know  quite  well,  there 
are  few  people  so  productive,  so  driven 
and  so  entrepreneurial  as  those  who 
come  to  a  new  nation  and  start  a  new 
life.  Thus  there  is  good  reason  to  expect 
many  of  Israel's  new  immigrants  will  ul- 
timately play  a  major  role  in  generating 
the  economic  growth  needed  to  ease 
their  assimilation  into  Israeli  society. 
Israelis  like  to  point  out  that  in  the 


Scitex  electronic  page  assembly  workstation. 

nation's  early  days,  they  imported  flow- 
er bulbs  from  Holland  and  planted 
them  in  a  desert.  With  careful  nurtur- 
ing, the  nation  ended  up  turning  flowers 
into  a  sizable  export  industry.  In  much 
the  same  fashion,  the  masses  of  people 
arming  in  Israel  are  likely  to  blossom  in 
the  bright  light  of  freedom  and  oppor- 
tunity offered  to  them.  As  they  build 
better  lives  for  themselves,  thev  will  also 
build  a  stronger  Israeli  economy.  ♦ 
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TEVA  PHARMACEUTICAL  INDUSTRIES  LTD.  —  A  HEALTHY  PROFILE 


•  Largest  Israeli  Pharmaceutical  Producer, 
Ninth  Largest  Israeli  Industrial  Company 

•  International  Manufacturing  and  Marketing  Presence 

—  Emphasis  on  Ethical  Drugs  in  Home  Market 

—  In  U.S.,  Lemmon  Company  Subsidiary  Serves 
Growing  Generic  Drug  Market 

•  Close  Affiliation  with  Leading  Israeli  Research 
Institutions  Supports  High  Yield,  Low  Cost  R&D 
Programs  to  Develop  New  Innovative  Drugs  for 
Niche  Markets. 

•  TEVA  Shares  Have  Been  Traded  on  the  Tel  Aviv  Stock 
Exchange  Since  1951  and  on  NASDAQ  (TEVIY)  Since  1982. 


Trailing  12  Months 

f&S.  $  is  000's) 


Met  tnCurac 


$315,006 

$1584)01 
$21,800 
$157,196 


•I 


Corporate  Headquarters 
Israel,  Petah  Tiqva 
TEL:  972-3-9267267 
FAX:  972-3-9234050 


Fly  to  Israel  on  TWA 
and  Save  MoreThan 


Fond  Memories. 


$416 

Each  way  based  on 

roundtrip  purchase. 

Service  from  JFK  Int'l 


Save  on  your  airfare.  Save  on  your  hotel 

accommodations.  Save  on  your  car  rentals. 

Savings  you  can  only  get  with  a  TWA 

roundtrip  ticket  to  Israel. 

TWA  makes  it  convenient  to  visit  Israel 

with  daily  service  to  Tel  Aviv.  You'll  arrive 

rested  and  ready  to  visit  the  Western  Wall 

of  Jerusalem's  Old  City,  the  Walls  of 
Jericho.  Eager  to  explore  the  marine  wonders  beneath 
the  Red  Sea,  historical  Masada  and  all  the  pleasures  Israel 
has  to  offer. 

Great  Savings  on  Deluxe 
Moriah  Hotel  Accommodations. 

Stay  at  the  deluxe  and  centrally  located  Moriah 
Jerusalem,  the  Moriah  Plaza  Tel  Aviv,  or  the  Moriah  Plaza 
Tiberias  for  8  nights  (using  at  least  2  of  the  3  hotels),  and 
you'll  receive  this  low  rate  now  thru  February  29,  1992.  Just 
call  Moriah  Hotels  at  1-800-221-0203  or,  in  New  York,  212-541-5009  and  be  si 
for  the  TWA/Moriah  Hotels  Great  Savings  Program. 

Deughtful  Savings  on  Exclusive 
TWA/Eldan  Car  Rentals. 
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MORIAH  HOTELS 


Drive  to  Tel  Aviv  or  Jerusalem  on  Israel's  super 
highway,  enjoy  a  leisurely  trip  to  the  famous  resort  of  Elat, 
stopping  at  your  leisure  along  the  coast  —  Eldan,  Israel's 
largest  car  rental  company,  offers  you  exclusive  low  prices 
when  you  fly  roundtrip  on  TWA. 

With  a  branch  conveniently  located  at  Israel's 
Ben-Gurion  International  Airport,  and  thirteen  additional 
offices  around  the  country,  Eldan  has  just  the  right  car  for 
your  family  or  business  needs  from  its  fleet  of  2 100 
vehicles.  Reserve  in  advance  in  the  U.S.  and  Canada  In 
calling  1-800-533-8778  or,  in  New  York,  212-629-6090. 

Historical  Israel  never  looked  better.  TWAs  low  fares 
and  hotel  and  car  rental  deals  make  this  the  perfect  time  to 
enjoy  all  the  pleasures  of  Israel.  For  reservations  call  your 
Travel  Agent  or  TWA  at  1-800-892-4141. 


Deluxe  Hotels 


From 


$9Q50 


Per 
person 


/  M     night,  douhk 


occupancy. 


$ 


Car  Rental 

From 


175® 


Per 
week. 

utcvl 


«A70/> 


RENT-A-CAR 


TTJH 


3Dl-m3UI. 


TWA 
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Under  the  U..S.  Forest  Service,  Washington  is  managing  the  national  forests 
n  ways  that  are  both  economically  and  environmentally  unsound. 

Spare  that  tree ! 


By  John  Baden 


Bureaucratic 
paradise 
Clear-cutting 
in  the  Olympic 
National  Forest. 


This  year  is  the  centennial  of  the 
National  Forest  System.  Its  custodi- 
an, the  U.S.  Forest  Service,  manages 
191  million  acres  of  national  forest 
and  rangeland.  That's  equal  to  Texas 
and  Louisiana  combined. 

When  founded,  the  Forest  Service 
was  intended  to  be  a  model  of  good 
government  in  the  old  progressive 
model  of  benevolent  despotism — rule 
by  the  enlightened  according  to  sci- 
entific principles.  It  would  be  pleasant 
to  report  that  the  experiment  has 
been  a  success.  It  hasn't  been.  It  has 
turned  out  just  about  like  any  other 
organization  where  decisions  are 
-  made  by  bureaucratic  entrepreneurs. 
Socialism  by  any  other  name  is  still 
socialism  and  it  still  doesn't  work. 

Yet  this  is  big  business.  Under  the 
Forest  Service's  control  are  market- 
able assets  estimated  to  be  worth  over 
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$50  billion,  and  its  revenues  from 
timber  sales  last  year  were  some  $1.4 
billion.  Profits?  According  to  Oak 
Grove,  Ore.'s  well-known  forest 
economist  Randal  O 'Toole,  money- 
losing  timber  sales  cost  U.S.  taxpayers 
nearly  $400  million  last  year  alone. 

What's  wrong?  Why  can't  the  tax- 
payer at  least  break  even  on  a  resource 
of  this  quality?  The  problem  is  that, 
outside  of  the  Pacific  Northwest  and 
the  Deep  South,  most  of  the  national 
forests  are  poorly  suited  for  timber 
harvesting.  Forest  Service  timber  sales 
in  Alaska,  the  Rocky  Mountains,  the 
Appalachian  and  Ozark  Mountains, 
the  Midwest  and  New  England  often 
amount  to  far  less  than  the  cost  of 
simply  arranging  the  sales.  Essentially, 
forests  that  are  warm,  wet  and  low 
subsidize  those  in  the  Rockies  that  are 
cold,  dry  and  high. 


So  why  log  the  inefficient  forests? 
The  answer  makes  sense  only  in  a 
bureaucracy:  The  inefficient  logging 
continues  because  the  local  supervi- 
sors need  the  money.  The  Forest  Ser- 
vice's budget,  $3.6  billion  last  year, 
gets  most  of  its  money  from  selling 
timber  on  land  it  manages  (over  $1.4 
billion;  the  taxpayer  kicks  in  $1.7 
billion).  The  numbers  would  be  far 
different  if  businesslike  accounting 
methods  were  used,  but  they  are  not. 

Timber  sales  are  clearly  the  chief 
source  of  revenues,  but  the  way  the 
forests  are  managed,  there  is  no  true 
cost  accounting.  Under  a  series  of 
laws  passed  between  1916  and  1976, 
forest  managers  are  allowed  to  spend 
a  share  of  timber  receipts  on  forest 
management;  the  more  timber  they 
cut,  the  more  money  they  get  to  keep. 

The  most  important  of  these  laws  is 
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the  Knutson-Vandenberg  Act,  passed 
in  1930  to  provide  funding  for  refor- 
estation. In  1976  Congress  expanded 
the  law  to  let  managers  use  timber 
receipts  on  wildlife,  recreation,  water- 
shed and  other  forest  improvements. 

The  incentive,  clearly,  is  to  cut.  A 
key  flaw  in  the  Knutson-Vandenberg 
Act  is  that  it  allows  the  USFS  to  keep  a 
nearly  unlimited  percentage  of  gross 
revenues  from  timber  sales,  and  does 
not  require  forest  managers  to  return 
the  full  economic  costs  of  timber  sales 
to  the  Treasury.  When  the  act  was 
passed,  the  cost  to  taxpayers  of  ar- 
ranging these  sales  averaged  50  cents 
per  thousand  board  feet.  At  that  time 
the  Forest  Service  wrote  rules  requir- 
ing managers  to  return  at  least  that 
amount  to  the  U.S.  Treasury. 

Since  then,  inflation  has  driven  the 
cost  of  timber  sales  up  to  S50  per 
thousand  board  feet.  Hut  Forest  Ser- 
vice managers  are  still   required  to 


return  only  50  cents  per  thousand  to 
the  Treasury.  It's  almost  as  if  General 
Motors'  Chevrolet  division  were  al- 
lowed to  buy  cars  from  General  Mo- 
tors at  1930s  prices,  sell  them  at  1991 
prices,  and  keep  the  difference. 

Here's  an  example.  In  1990  the 
Caribou  National  Forest  in  southeast- 
ern Idaho  spent  over  $300,000  ar- 
ranging timber  sales  and  over 
$100,000  building  roads  to  the  tim- 
ber sites — all  of  the  money  came  out 
of  taxpayers'  pockets.  The  Caribou 
forest's  managers  collected  $814,000 
from  timber  purchasers.  But  of  this 
amount,  onlv  $757  made  it  back  to 
the  U.S.  Treasury;  the  rest  was  kept 
within  the  Forest  Service's  budget. 

To  open  its  often  remote  forests  m 
logging,  the  Forest  Ser\ ice  has  be 
come  the  world's  largest  socialized 
road  building     company.      0\      the 
47,000  full  tune  workers  on  the  for 
est  Sen  ice  payroll,  fewer  than  half  are 


foresters.  The  second -largest  prot 
sional   group  consists  of  engineers 
who  oversee  almost  342,000  miles  ot 
logging  roads  that  the  Service   has 
pushed  into  some  of  the  world's  m 
beautiful  wilderness  areas.  The  I    s 
Interstate  Highway  System,  by  con 
trast,  is  some  50,000  miles    H\  the 
year  2040  the  Forest  Service  plans  to 
build  another  262,000  miles  of  new 
roads,  and  rebuild  319,000  miles  o\ 
existing  roads — at  an  estimated  ( 
of  $15  billion  in  today's  dollars.  The 
total  mileage  would  go  to  the  moon 
mk\  back  .md  then  circle  the  earth 
four  times 

Remember:    The  cost  o(  this  I 
construction  is  not  factored  into  the 
COS!  of  the  timber  the  Forest  Sen 
auctions  off  In  other  words,  the  For 
est  Service  subsidizes  logging  opera 
tions  bj  pfCA  iding  logging  companies 
tree  access,  with  increasinglv  e\pcn 
m\c  roads  built  on  more  remote  and 
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steep  mountain  slopes,  to  reach  in- 
creasingly poor-quality  timber.  Nor 
are  the  indirect  costs  of  ravaging  the 
environment  included. 

I  have  worked  in  the  woods  as  both 
a  logger  and  professor  of  forestry,  and 
I've  cut  timber  on  road  right-of-ways. 
It  is  necessary  to  strip  a  road  of  its  trees 
and  then  remove  vast  quantities  of 
earth  in  order  to  make  the  cuts,  fills 
and  switchbacks,  and  to  install  drain- 
age pipes  and  culverts.  Disturbing 
soil,  sand  and  rock  destroys  the  net- 
work of  vegetation  that  holds  the  soil 
in  place,  making  the  area  prone  to 
erosion.  Massive  erosion  and  siltation 
from  usfs  roads  adversely  affect  trout 
and  salmon  fisheries,  farmers'  and 
ranchers'  irrigation  systems  and  the 
general  quality  of  water.  Efforts  to 
reduce  erosion  are  often  expensive. 

Private  firms  build  roads  to  lower 
standards — especially  if  they  have  to 
pay  the  full  cost.  To  log  publicly 


ABOVE: 

Road  building  in  an 
old-growth  forest 
in  Oregon 

LEFT: 

Expensive  roads, 
denuded  mountain- 
sides in  Washing- 
ton State's  Snoqual- 
mie  National  Forest 

RIGHT: 

Snoqualmie 
National  Forest's 
Road  No.  7320 
Unaccounted 
costs. 


owned  forests,  the  usfs  classifies  land 
as  "commercial  forest"  if  it  produces 
20  or  more  cubic  feet  of  wood  fiber 
per  acre  per  year.  The  standard  for 
private  firms  is  typically  three  to  five 
times  that.  As  a  consequence  of  the 
incentives  this  low  standard  provides, 
the  Forest  Service  consistently  under- 
invests  in  its  most  productive  sites, 
and  overinvests  in  moneylosing,  envi- 
ronmentally fragile  areas. 

In  the  northern  Rockies  some  of 
America's  finest  trout  and  salmon  riv- 
ers have  been  severely  damaged  by 
more  than  10  feet  of  siltation  from 
Forest  Service  road  building  and  log- 
ging in  the  mid-1960s.  As  the  timber 
at  lower  elevations  and  in  easily  acces- 
sible valleys  is  harvested,  the  Forest 
Service  builds  its  roads  farther  into  the 
backcountry  and  on  higher  and  steep- 
er slopes.  Generally,  the  steeper  the 
slope,  the  greater  the  danger  of  land- 
slides,   slumps,    sloughs    and    earth 


flows  from  logging  and  road- building 
activities — all  in  the  name  of  increas- 
ing revenues  from  timber  sales. 

This  increased  road  access  effec- 
tively displaces  many  wildlife  species. 
Although  the  Forest  Service  claims  to 
close  roads  except  when  they're  used 
for  management  or  logging,  they  usu- 
ally do  so  by  placing  a  green  steel  gate 
across  the  road.  Often  this  is  a  sym- 
bolic action,  offering  a  challenge  to 
four-wheel  drive  enthusiasts  and  pro- 
viding no  significant  impediment  to 
motorcycles,  snowmobiles  and  all- 
terrain  vehicles. 

The  roads  and  logging  activities 
have  also  displaced  trails.  For  exam- 
ple, in  the  1940s  the  U.S.  National 
Forest  had  144,000  miles  of  trails. 
Today  there  are  only  114,000  miles. 
This  has  occurred  despite  the  fact  that 
the  number  of  backpackers  and  other 
recreationists  using  the  forests  has 
increased  from  some  6  million  per 
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The  tree  in  the  trail 

The  government  sold  timber  from  the  heart  of  California's  giant  sequoia  groves. 


year  to  more  than  200  million.  Back- 
packers, however,  contribute  little  to 
Forest  Service  budgets. 

Little  wonder  it  costs  the  Forest 
Service  much  more  to  harvest  timber 
than  it  costs  private  forestry  owners. 

For  an  idea  of  the  high  cost  and 
destructive  potential  of  the  Forest 
Service  system,  consider  the  decision 
a  few  years  ago  by  California's  Se 
quoia  National  Forest  managers  to 
clear-cut  in  its  giant  sequoia  groves, 
where  many  trees  are  over  20  feet  in 
diameter,  over  200  feet  tall  and  over 
2,000  years  old.  To  provide  funds  for 
prescribed  burning,  forest  Service  o\ 
ricials  decided  to  sell  all  of  the  timber 
in  the  heart  of  their  sequoia  groves 
except  for  the  sequoia  trees  that  were 
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over  8  feet  in  diameter.  Other  species 
of  trees  that  mingled  with  the  se- 
quoia— ponderosa  pine,  sugar  pine, 
incense-cedar  and  white  fir,  many  of 
them  giants  in  their  own  right — were 
all  cut  down  and  removed. 

The  USPS  called  this  practice 
quoia  grove  enhancement."  But  ac- 
cording to  forest  ecologists,  a  more 
accurate  term  would  be  "sequoia 
grove  destruction."  A  lawsuit  filed  bv 
local  environmentalists  stopped  the 
destruction,  but  not  before  the  agen- 
cy had  logged  several  groves. 

In  essence,  then,  taxpayers  are  sub- 
sidizing environmentally  destructive 
behavior  that  no  private  timber  com- 
pany or  landowner  could  afford. 

It   is  important   to  note  that   the 


bureaucrats  who  act  in  this  mann 
are  neither  evil  nor  stupid.  They 
simply  responding  to  the  incentivi 
put  in  place  for  them.  The  politi 
logic  of  below-cost  timber  sales 
straightforward.  National  forests  an 
situated  in  43  states  and  in  many 
congressional  districts.  In  these  dis 
tricts,  logging  and  road  building  di 
reedy  provide  jobs  and  income  to  th 
local  communities. 

To   enhance   its   budget   and 
goodwill  with  congressmen,  the  For-j 
est  Service  provides  a  timber-cuttin 
program  in  virtually  even.'  nation 
forest,  regardless  of  efficiency  consid-| 
erations.  Many  senators  and  represenH 
tatives  find  it  in  their  interest  to  voti 
for  expanding  Forest  Service   roa 
building,  logging  and  timber  mann 
agement.  Scores  of  communities  hav 
become  dependent  upon  the  Fore 
Service's  subsidized  logging. 

The  Gallatin  National  Forest  is  ne 
Bozeman,  Mont.  There,  recreatioi 
provides  more  than  16  jobs  for  eve 
one  job  produced  by  the  timber  in 
dustry,  which  employs  only  2%  of  the 
local  work  force.  Yet  there  are  plans 
for  a  massive  road -building  project  id 
the  Gallatin  Forest  to  maintain  71 
timber-related  jobs.  Little  attention  is 
given  to  the  impact  upon  1,170  work- 
ers in  the  recreation  industry  whose 
jobs  are  partially  dependent  upon  a 
relatively  pristine  environment. 

On  the  other  hand,  most  recre- 
ational activities  produce  no  budget- 
ary reward  for  managers  because 
Congress  permits  tee  collection  only 
for  developed  campgrounds. 

What  is  to  be  done  to  stop  the 
Forest  Service's  destruction  of  the 
forests?  Many  of  America's  environ- 
mentalists support  a  coercive,  com 
mand-and-control  approach  to  envi- 
ronmental management.  But  this  is 
merely  applying  stronger  doses  of  I 
medicine  that  clearly  docs  not  work 

There  is  a  better  way.  We  should 
auction  commerciallv  viable  fore 
private  panics  that  will  manage  them 
better  nui  will  not  build  roads  and 
other  facilities  that  cannot  justify  their 
COtt  The  best  managers  ofcOflMncrt 
cial   timberiands  are   private  timber 
companies  .\n<\  institutional  investor* 
with  long  time  hon/ons,  such  as  pen 
BOO  funds  and  insurance  companies 
Successful  bidders  would  have  to  .k 
eept  constraints  on  herbicide  ind  pes 
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American  Re's  products  and  services 
are  only  available  at  the  above  location 


Today  you  need  a  reinsurer  with  financial  stability 

treaty  and  facultative  capacity  and  a  strong  international 

presence  in  order  to  respond  to  your  clients'  global  needs. 

American  Re  has  been  in  business  for  over  70  years,  and  we 

have  offices  in  26  locations  worldwide  staffed  by  local 

experts.  We  have  the  capability  to  create  customized 

programs  that  keep  you  current  in  a  changing  world. 

Upgrade  your  global  strategy  Talk  to  American  Re. 


AMERICAN 

REINSURANCE  COMPANY 

555  College  Road  L^ast,  Princeton,  NJ  08543-5241  (609)  243-4200 

Atlanta  •  Bermuda  ■  Bogota  ■  Boston  •  Brussels  •  Cairo  •  Chicago  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  London  •  Los  Angeles  ■  Melbourne  •  Mexico  City  •  Minneapolis 

Montreal  ■  New  York  •  Philadelphia  •  San  Francisco  •  Santiago  •  Singapore  ■  Sydney  •  Tokyo  •  Toronto 
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Baker  Affirms  Jai 
\-  I  inal  Pmlout  I 
To  Avert  a  War  in 


If  you  like  the  Trib 

when  you're 

travelling,  why  not 

get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  us  toll  free: 

1-800-882-2884 


SHARE  IN 
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CHRISTMAS. 
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U.S.  Forest  Service 

The  Park  Service's 
thickly  forested  Yel- 
lowstone National 
Park  (left)  abuts 
Forest  Service- 
sanctioned  clear- 
cuts  in  the  Targhee 
National  Forest 
The  shape  of 
things  to  come? 


ticide  use,  restrictions  on  the  cutting 
of  old  growth  timber,  recreational 
easements  and  protective  buffers 
along  watercourses. 

Environmentalists  often  decry  pri- 
vate timber  companies  as  environ- 
mental plunderers.  Yet  as  the  Forest 
Service  shows,  it  is  the  logic  of  bu- 
reaucracy that  leads  to  waste  and 
plunder.  Unlike  the  U.S.  Forest  Ser- 
vice, private  firms  cannot  force  tax- 
payers to  subsidize  their  operations. 
Those  that  lose  money  on  timber  sales 
will  go  bankrupt.  The  U.S.  Forest 
Service,  like  any  state-owned  compa- 
ny, cannot  go  bankrupt. 

Private  companies  manage  their 
land  for  marketable  products.  If  a 
private  company  owns  marginal  tim- 
berland  that  is  de  facto  wilderness,  it  is 
normally  in  its  interest  to  leave  it 
alone,  or  transfer  it  to  a  conservation 
group  such  as  the  Nature  Conservan- 
cy and  take  a  tax  deduction.  Alterna- 
tively, the  company  may  manage  it  for 
recreation;  this  may  not  be  as  profit- 
able as  logging,  but  it  is  more  profit- 
able than  logging  at  a  loss. 

A  good  example  of  how   private 
management  can  benefit  wildlife  and 
timber  management  involves  part  of 
the  Champion  International  forest 
lands  of  western  Washington.  In  the 
late  1970s  Champion  <\nd  the  Wash- 
ington Department  of  Wildlife  began 
a  cooperative  management  program 
to  increase  the  quality  of  their  forest 
lands  for  deer.  Champion  limited  the 
si/e  of  its  new  clear  cuts  mk\  distriblll 
ed  them  across  the  forest  to  maintain 
deer  habitat  potential. 

Initially, the  forest  management  ac- 
tivities did  not  produce  the  desired 


effect.  There  was  an  explosion  of  the 
deer  population,  resulting  in  wide- 
spread damage  to  conifer  seedlings. 
And  because  of  high  deer  densities, 
the  reproductive  rates  of  does  de 
clined  and  survival  of  fawns  was  low 

The  public  blamed  Champion': 
clear-cutting  for  the  decline.  In  re- 
sponse to  this  criticism,  the  Washing- 
ton Department  of  Wildlife  agreed  to 
alter  the  management  of  the  deer  herd 
on  Champion  lands  by  designing  spe- 
cial hunting  seasons  to  reduce  the 
deer  population.  This  in  turn  lessened 
the  deer  damage  to  seedlings  and 
allowed  increased  fawn  survival. 

In  1987  Champion  began  a  fee- 
access  program.  Hunters  were 
charged  a  modest  fee  for  the  right  to 
hunt  on  Champion  lands.  Not  only 
was  the  response  of  hunters  greater 
than  expected,  but  nearly  one  third  ot 
the  access  permits  in  the  first  two  years 
were  purchased  by  mushroom  and 
berry  pickers,  hikers,  mountain  bikc- 
riders,  fishermen  and  others 

In  1988  the  Champion  tree  farm 
had  the  highest  hunter  success  rate  ot 
any  forestlands  in  the  state.  And  for 
Champion,  the  deer  were  converted 
from  an  impediment  to  forest  man- 
agement to  m\  economic  resoufl 

Environmentalists  recognize  the 
present  system  is  unsatisfactory  Now 
they  should  make  a  leap  of  the  imagi- 
nation .\n<\  see  that  management  b] 
the  Mate  is  the  real  problem.  M 

K 

John  Baden  is  chairman  of  the  Foundation  for 
Research  on  Economics  and  the  Environment 
and  teaches  business  at  the  University  of 
Washington.  This  article  is  adapted  from  his 
recent  address  to  the  Mont  Pelerm  Society. 
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Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  US.  GOVERNMENT  FUND 


Proven  quality. 
Proven  performance. 

When  you're  saving  for  retirement  or  to  finance  a  college  education,  you  need  an 
investment  that  is  going  to  be  reliable. 

The  Van  Kampen  Merritt  U.S.  Government  Fund  is  a  proven  performer.  Invested 
primarily  in  securities  considered  to  be  the  safest  available — those  backed  by  the 
U.S.  government— the  Fund  has  provided  shareholders  with: 

•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time 

Find  out  more  about  this  consistently  winning  performer.  Past  performance  is  no 
guarantee  of  future  results.  Ask  your  investment  representative  for  a  prospectus 
containing  more  complete  information,  including  all  charges  and  expenses. 
Please  read  it  carefully  before  you  invest  or  send  money.  Or  call  us  direct, 
1-800-DIAL-VKMext.  1211. 


Van  Kampen  Merritt 

AXE  ROX  Financial  Services  Company 

Investing  with  a  sense  of  direction* 


*The  government  guarantee  applies  to  the  securities  in  the  Fund  portfolio  not  to  the  shares  of  the  Fund. 
®denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 
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Private  Drees  had  survived  that  ran- 
dom Scud  attack  on  the  Army  barracks 
near  Dhahran.  "I  caught  my  breath  for 
la  second  and  looked,  and  the  whole 
building  was  gone,"  he  continued. 
"My  bunk  was  against  the  wall  and  it 
was  gone.  I  reached  back  and  pieces  of 
my  leg  were  missing.  My  right  shoe 
was  off.  I  tried  tp  chase  it  around,  and 
I  couldn't.  ' 
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OBSERVATIONS 


Perhaps  the  most  accurate  label  for  the 
new  "civil  rights"  bill  would  be  to  call  it 
the  Statistics  Restoration  Act. 

A  numbers  game 


BY  THOMAS  SOWELL 
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Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


In  recent  years,  what  the  Demo- 
crats have  been  calling  "civil  rights" 
bills  have  been  labeled  "quota  bills" 
by  President  Bush.  Now  that  a  bi- 
partisan bill  has  been  passed  in  Con- 
gress, they  can  all  call  it  whatever 
they  want  to. 

Perhaps  the  most  accurate  label 
would  be  the  Statistics  Restoration 
Act.  Numerical  disparities  will  once 
again  have  the  kind  of  weight,  as 
evidence  of  discrimination,  that  they 
had  before  the  U.S.  Supreme  Court 
began  to  become  more  skeptical  of 
statistics  in  a  series  of  cases  over 
the  past  few  years.  That  judicial 
skepticism  was  not  only  well-founded 
but  overdue. 

The  problem  with  statistics  is  that 
they  seldom  measure  all  the  relevant 
dimensions. 

When  blacks  and  whites  with  the 
same  income  are  treated  differently  by 
lending  institutions,  for  example,  it 
may  seem  that  such  statistics  prove 
racial  discrimination.  However,  (en 
sus  data  show  that  blacks  and  whites 
with  the  same  income  have  very  dif- 
ferent amounts  ot  wealth — and  there 
fore  very  different  abilities  to  handle 
debt.  When  households  were  broken 
down  into  five  income  brackets, 
whites  in  each  bracket  had  more  than 
twice  the  net  worth  ot'  blacks  in  the 
same  bracket.  In  tact,  whites  m  the 


second-highest  bracket  had  a  slighdy 
greater  net  worth  than  blacks  in  the 
top  income  bracket. 

Even  people  with  Ph.D.s  are  not 
the  same  educationally  from  one  ra- 
cial or  ethnic  group  to  another.  Their 
doctorates  are  in  a  radically  different 
mixture  of  fields,  paying  highly  dispa- 
rate salaries.  Therefore,  statistics 
showing  very  different  incomes  as  be- 
tween blacks,  whites,  Asians  or  His- 
panics  with  the  "same"  education  are 
not  such  strong  evidence  of  discrimi- 
nation as  some  seem  to  think. 

Blacks  and  Hispanics,  for  example, 
each  receive  more  Ph.D.s  than  Asian- 
Americans,  but  when  it  comes  to 
Ph.D.s  in  engineering,  Asian-Ameri- 
cans receive  more  Ph.D.s  than  blacks, 
Hispanics  and  American  Indians  put 
together. 

Educational  performance  differ- 
ences between  groups  are  also  large, 
whether  in  high  school  or  college, 
and  whether  measured  by  grades,  test 
scores  or  time  spent  doing  home- 
work. The  institutions  from  which 
they  graduate  are  also  different, 
whether  measured  by  type  or  by 
quality  rankings.  None  of  this  is 
peculiar  to  American  minorities.  Sim- 
ilar differences  are  found  among 
racial  or  ethnic  groups  in  countries 
around  the  world. 

In  short,  education — like  econom- 
ics— has  many  facets.  Even  individ- 
uals who  are  the  same  on  one  facet  are 
seldom  the  same  on  other  relevant 
facets.  Often  there  are  not  enough 
data  to  determine  how  they  compare 
on  otner  facets — and  when  there  are, 
the  differences  can  be  large. 

None  of  this  means  that  there  is  mi 
discrimination.  The  problem  COD 
fronting  policymakers  and  courts  of 
law  is  whether  a  given  individual  or 
company  accused  of  discrimination  is 
in  tact  guilty  ot'  it.  Statistics  seldom 
give  a  reliable  answer  to  that  question. 

In  civil  rights  eases,  as  in  product 


price  discrimination  cases  under  the' 
Robinson -Patman  Act,  statistics  sup- 
posedly establish  only  a  "rebuttable 
presumption"  against  the  accused.  Inj 
practice,  however,  trying  to  disprove 
an  allegation  can  be  virtually  impossi- 
ble in  many  cases — even  for  the 
innocent  of  the  charge. 

Lawyers  with  a  sense  of  the  ode 
and  the  costs  may  ad\ise  many 
innocent  client  to  settle  out  of  court. 
And  these  settlements,  in  turn,  will 
be  hailed  in  the  media  as  "victories" 
against  "discrimination."  But  the 
harm  does  not  end  there,  nor  is 
most  of  that  harm  likely  to  be  done 
to  employers. 

Hiring  by  group  quotas  is  only  one 
of  the  ways  in  which  employers  can 
seek  to  limit  their  vulnerability  to 
lawsuits.  Another  obvious  way  is  by 
locating  where  they  are  less  likely  to 
have  many  job  applicants  from  groups 
able  to  sue  on  the  basis  of  statistics. 
Some  informed  people  believe  that 
this  is  already  happening. 

The  easier  it  becomes  to  sue,  the 
more  incentives  to  locate  jobs  in  sub- 
urbs, or  in  parts  of  the  country  with 
relatively  few  minority  people  in  the 
local  population.  It  is  by  no  means 
clear  that,  on  net  balance,  more  mi- 
nority employees  will  be  hired  nation- 
wide after  statistics  make  it  easier  to 
win  antidiscrimination  lawsuits. 

Certainly,  on  the  selling  end,  it  is 
harder  to  rind  stores  located  in  mineir 
in  neighborhoods  today  than  it  was 
half  a  century-  ago.  The  costs  have 
simply  become  too  high,  whether 
such  costs  are  measured  in  theft,  van- 
dalism, violence  or  extortion,  in  mon- 
ey or  in  kind,  by  local  "community 
leaders''  or  itinerant  demagogues. 
Very  different  kinds  o\  costs  may  be 
imposed  by  statistical  definitions  of 
discrimination,  but  very  similar  reac 
dons  are  likely  to  follow  by  emplo\ 

king  10  avoid  or  minimi/e  the  bur 
dens  of  such  COS 

Perhaps  the  largest  cost  of  all  will 
be  the  perpetuation  of  die  belief  that 
employer  discrimination  is  the  pn 
man  economic  problem  faced  bj 
minority  communities  So  many  oth- 
er factors  need  to  be  addressed, 
beginning  with  scIuh^I  pcrtornur. 
that  any  distraction  from  needed 
efforts  to  build  up  more  human 
capital    is    a    serious    diss  to 

minorities  themseh  §■ 
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THERE  WHEN  IT  COUNTS. 


Oil  spills  are  everybody's  enemy. 
That's  why  a  global  oil  giant  has 
engaged  Hull  and  Cargo  Surveyors, 
Inc.,  a  Continental  subsidiary,  to 
inspect  its  chartered  tank  barges 
and  help  avoid  spills. 

"We'll  inspect 
some  2,000  vessels 
a  year/'  says  prin- 
cipal surveyor 
Stan  Smith.  "We're 
the  only  nation- 
wide marine  ser- 
vice organization 
with  that  kind  of 
expertise'' 

Offering  a  wealth  of  marine 
inspection  experience  to 
Continental  insureds  and  others, 
experts  like  Stan  carefully  check 
potential  leak  points  such  as 
cargo  piping,  valves  and  machin- 
ery.They  pay  special  attention 
to  pollution-control  equipment 
such  as  containment  booms, 
absorbent  material  and  on-deck 
containment  provisions.  Because 
preventing  spills  on  vessels  is 
much  better  than  cleaning  them 
up  on  the  beach. 

Continental  has  a  lot  of  dedi- 
cated people  like  Stan.  People 
who  are  there  when  it  counts. 
People  who  have  helped  make 
us  a  leading  property/casualty 
insurer  and  a  strong,  solid  com- 
pany.They're  why,  for  over  135 
years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 
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John  McMillian  once  made  millions  in  the  natural  gas 
business.  Shareholders  in  Allegheny  &  Western,  which 
he  came  out  of  retirement  to  run,  haven't  been  so  lucky. 

Never  too  old 
to  stumble 


By  Seth  Lubove 


Allegheny  &  Western  Chairman  John  McMillian 
An  oilman  and  yachtsman  who  once  drank  and  fished 
with  Fidel  Castro,  McMillian  faces  a  difficult  task 
as  he  struggles  to  turn  Allegheny  &  Western  around. 
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Never  count  on  past  accomplish 
merits  to  assure  future  success.  Or,  td 
put  it  somewhat  differently,  one  isJ 
never  too  old  to  stumble. 

Consider  65 -year-old  John  McMil- 
lian, a  man  with  an  estimable  reputa- 
tion in  the  oil  and  gas  industry.  As  a  j 
young  petroleum  engineer  in  1967,1 
he  had  helped  found  Tipperary  Corp., 
a  small  oil  exploration  firm  based  in 
Denver. 

Seven  years  later  McMillian  took 
over  El  Paso  Natural  Gas  Co.'s  divest- 
ed pipeline  division  in  the  northwest- 
ern U.S.  and  turned  it  into  SI. 6  bil- 
lion (1982  sales)  Northwest  Energy 
Co.  With  financial  advice  from  an  old 
friend,  Herbert  Anthonv  Allen  of  the 
Wall  Street  firm  Allen  &  Co.,  McMil- 
lian was  about  to  take  Northwest 
Energy  private  in  a  leveraged  buyout 
in  1983.  But  Williams  Cos.  snagged 
the  company  for  S890  million.  Not  to 
worry.  Allen  &  Co.  made  S27  million 
on  the  deal.  McMillian,  still  a  relative- 
ly youthful  56,  walked  away  with  a 
golden  parachute  and  cash  from  his 
Northwest  stock  totaling  S29  million. 

McMillian  repaired  to  semirenre- 
ment  in  Miami,  where  he  indulged  his 
passion  for  yachting,  scuba  diving  and 
spearfishing.  He  still  boasts  of  the 
three  days  he  spent  scuba  diving,  fish- 
ing and  drinking  Chivas  Regal  with 
Fidel  Castro  in  1985. 

But  in  July  1987  Herb  Allen  called 
with  a  new  proposition.  How  would 
McMillian  like  to  run  Allegheny  & 
Western  Energy  Corp.:  Allegheny 
was  ail  unexciting  but  profitable  little 
gas  drilling  and  distribution  company 
in  West  Virginia.  Its  founder,  Reeves 
Lewenthal,  had  just  died.  Allen  &  Co. 
and  related  parties  own  20%  ot  the 
stock,  then  worth  around  $50  mil- 
lion, and  needed  someone  to  am  the 
company.  McMillian  jumped  at  the 
chance. 

When  he  took  charge,  Alleghcnv 
had  a  nice  niche  organizing  partner 
ships  to  drill  tor  gas  in  the  Appala- 
chian Mountains.  It  sold  some  of  its 
gas  to  its  own  captive  utilitv,  Moun 
taineer  Gas  Co.,  which  hasi  »0Q 

miles  oi  pipeline  M\d  200,000  CUS 
tomers  in  43  of  West  Virginia's  55  \ 
counties    The  rest  ofits  c.is  Allegheny 
sold  to  industrial  customers  and  other 
utilities,  some  of  which  it  had  locked 
into    long  term    contracts    at    high 

prices.  Even  today  Allegheny  gets  in 
Forbes  ■  December  9,  1^1 


Power  tools  for  the  mind. 
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If  you  want  to  do  a  job  right,  you  need 
the  right  tools.  Fortunately,  there  are  no  tools  more 
perfect  for  communicating,  creating  and  computing 
than    Smith   Corona   typewriters,    personal   word 
processors  and  personal  computers. 

Our  every  feature  is  designed  to  help  you,  not 
confuse  you.  Your  fear  of  technology  is  replaced  by 

TYPEWRITERS  PERSONAL  WORD  PROCESSORS  PERSONAL  COMPUTERS  TYPEWRITERS  TOOLS  FOR  THOUGHT1 

For  information,  write  to  Smith  Corona  Corp.,  65  Locust  Ave.,  New  Canaan,  CT  06840  or  Smith  Corona  Canada,  440  Tapscott  Rd.,  Scarborough,  Ontario,  Canada  M1B  1Y4. 


the  freedom  to  think.  And  with  that  freedom, 
you'll  find  that  suddenly  writing  becomes  easier. 
Work  becomes  more  enjoyable.  Your  brain  shifts  into 
high  gear. 

So  if  you  want  to  turn  on  your  mind,  the  answer  is 
exceedingly  simple.  Just 
turn  on  a  Smith  Corona. 


SMITH 
CORONIV 


Want 

TO  HEAR 

SOMETHING 

NO  ONE 

ELSE  CAN? 

Eliminate  the  "Middle  Man" 
in  your  cellular  or  conven- 
tional phone  conversations 
with  the  Privacom  P-25-C. 
Privacom  was  designed  to 
scramble  your  conversa- 
tions so  that  an  uninvited 
listener  hears  only 
unintelligible  gibberish. 

•  Portable  unit  allows 
privacy  in  any  situation. 

•  Works  with  cellular  or 
conventional  phones  in 
virtually  any  location. 

•  Soft  sided  carrying  case 
allows  for  antennas. 

For  a  Free  brochure  on 
Swiftstrike's  Privacom  I'  25-C, 

Call  \il(licl  Communications  at 

1-800-553-6870 


M.ido  in  the  U  S  A 


Allegheny  &  Western 

average  $2.75  per  thousand  cubic  feet 
for  its  gas,  versus  the  spot  market's 
current  $1.70/mcf. 

White-haired  and  energetic, 
McMillian  threw  himself  into 
Allegheny's  operations.  He  set  up  a 
new  unit  to  market  gas  to  industrial 
customers.  He  solicited  institutional 
investors  for  the  company's  gas  drill- 
ing partnerships.  In  fiscal  1987  Alle- 
gheny posted  record  earnings  of  $17 
million  ($2.17  a  share)  on  sales  of 
$223  million. 

But  rather  than  nurture  this  nice 
litde  piece  of  business,  and  also  be- 
cause of  changes  in  previously  favor- 
able tax  treatment  for  gas  drilling 
deals,  McMillian  decided  to  diversify 
into  Texas. 

After  replacing  most  of  Allegheny's 
senior  management,  in  1988  McMil- 
lian abandoned  Allegheny's  "field 
services"  business,  which  had  done 
drilling  for  the  investor  partnerships, 
Allegheny's  own  wells  and  joint  ven- 
tures with  outside  firms.  This  lopped 
$32  million  in  profitable  revenues 
from  Allegheny's  books.  This  oc- 
curred at  the  same  time  that  gas  reve- 
nues were  dropping  at  Allegheny's 
utility  business  because  of  the  de- 
pressed economy  in  West  Virginia. 

McMillian  diversified  into  a  costly 
oil-drilling  program  in  his  native  Tex- 
as. In  1989,  despite  reservations 
among  his  staff,  McMillian  bought 
leases  covering  35,700  acres  in  south- 
ern Texas.  His  plan  was  to  develop  the 
acreage  using  horizontal  drilling — a 
new  exploration  technique  used  to 
tap  into  hard-to-reach  oil  deposits 
(Forbes,  May  27). 

It  was  a  calculated  risk.  Had 
McMillian  found  oil  in  Texas,  he 
would  have  been  a  hero.  But  he  didn't 
hit  any  gushers.  In  the  fiscal  year  that 
ended  June  30,  Allegheny  wrote  off 
$6.5  million  of  the  value  of  the  prop- 
erties and  is  extracting  itself  altogeth- 
er from  the  area  and  from  horizontal 
drilling.  Sighs  McMillian  in  a  rare 
concession:  "It's  been  worse  than 
terrible." 

Allegheny's  shareholders  can  agree 
with  that  assessment.  For  its  L99] 
fiscal  \ear  Allegheny  reported  a  $2.5 
million  loss — its  first  ever— on  reVC 

nues  of  $187  million.  The  company's 
over  the  counter  traded  shares,  which 
topped  30  before  McMillian's  arrival 
in  1987,  have  since  fallen  to  around 


Herbert  Anthony  Allen 
Down  $39  million  on  paper, 
he's  monitoring  his 
old  friend's  progress. 


-that's  36%  of  book  value. 

On  paper,  Allen  &  Co.'s  group  has 
lost  $39  million  on  its  Allegheny 
holding  since  McMillian  took  over. 
But  the  firm  still  professes  faith  in 
him.  Says  Harold  Wit,  a  managing 
director  at  Allen  &  Co.  and  an  Alleghe- 
ny director,  of  the  company's  unhappy 
foray  into  horizontal  drilling:  "Every- 
body's had  a  bad  experience  there." 

Having  smudged  his  reputation, 
can  McMillian  now  burnish  it  by  re- 
storing Allegheny  to  previous  levels 
profitability?  Possibly.  The  compa- 
ny's cash  flow — currently  around  S2 1 
million  ($2.65  per  share)  a  year — 
remains  healthy,  and  its  debt,  at  S4d 
million,  is  manageable. 

McMillian  says  he  now    plan- 
expand  Allegheny's  profitable  West 
Virginia   gas   distribution   business 
while  cutting  back  on  drilling  for  new 
gas.  "We're  trying  to  do  a  couple  of 
things  that   1   can't   talk  about   that 
might  help,"  he  says  coyly.  Prcsum 
ably  this  means  he  will  try  to  expand 
Allegheny's  utilitj  business 

Two  things  are  clear.  One:  With 
16,000  shares  of  Allegheny  nock  and 
options  *  expiring  in  2000  to  acquire 
another  1  million  shares  at  a  litde  over  4 
$8,  McMillian  has  ever)  incentive  to 
get  the  company  back  on  track  [wo 
Down  $39  million,  1  lerb  Allen  will  be 
closer)  monitoring  his  old  friend 
McMillian's  progress  Bi 

Forbes  ■  December  9,  1^1 


RETIRED  OR  RETIRING? 
HOW  LONG  WILL  YOUR 
SAVINGS  LAST? 

T.  ROWE  PRICE  RETIREES  FINANCIAL  GUIDE-A  UNIQUE,  NEW  GUIDE  TO  FINANCIAL 
PLANNING  FOR  RETIREES 

Maintaining  financial  security  in  retirement  is  more  difficult  today  than  ever  before. 
Retirement  assets  have  to  last  longer — often  as  long  as  20  or  30  years.  So  having  an  invest- 
ment plan  now  may  be  even  more  important 


The  Retirees  Financial  Guide  helps  answer 
your  important  questions  about  retirement 


•  Are  your  retirement  goals  realistic? 

•  How  much  can  you  afford  to  spend 
each  year? 

•  Will  you  outlive  your  money? 

•  Will  your  retirement  income  keep  pace 
with  inflation? 

•  How  should  you  invest  during  your 
retirement? 

•  How  will  health  care  insurance  impact 
your  savings? 

•  Can  you  afford  to  take  early  retirement? 


than  it  was  when  you  were  working 
To  assist  you,  whether  you  are  already 

retired  or  will  be  soon,  T.  Rowe  Price  now 

offers  a  free,  three-part  kit  that  covers  the 

full  range  of  critical  issues  retirees  face  today. 

An  in-depth  approach  to  retirement 

finances 

Part  I  of  the  Retirees  Financial  Guide 

discusses  inflation,  lump-sum  distributions, 

working  after  retirement,  Medicare,  Social 

Security,  long-term  care  insurance,  and  other 

important  issues.  It  even  provides  reference 

sources. 
Part  II  is  the  Workbook.  It  will  help  you 

determine  how  much  you  can  spend  each 

year  so  you  maintain  a  constant  standard  of  living  and  don't  outlive  your  money. 

And  finally,  Part  HI  offers  investment  strategies 
with  model  portfolios  to  help  you  achieve  your  goals. 
Put  your  financial  picture  in  perspective 
For  information  that  can  help  you  live  a  financially 
secure  retirement,  request  your  free  copy  of  the 
Retirees  Financial  Guide,  the  comprehensive  guide 
created  especially  for  retirees. 


CALL  24  HOURS  FOR  YOUR  FREE 
RETIREES  FINANCIAL  GUIDE 

1-800-541-7865 


Invest  With  Confidence 

TRoweRice 


'Ik* 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  100  E.  Pratt  St.,  Baltimore,  MD-21202 
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A  unique  business,  Amway.  A  mass  movement  more  than  a  corporation 
it  has  made  a  very  few  people  very  rich  while  paying 
its  foot  soldiers  more  in  inspiration  than  in  cash. 

The  power 
of  positive 
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By  Paul  Klebnikov 
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Sneered  at  in  the  media,  investigated  and  fined  by  the 
authorities,  Amway  Corp.  keeps  growing.  The  world's 
second-largest  door-to-door  sales  operation  was  con- 
ceived in  a  basement  in  Grand  Rapids,  Mich.  only  .;2 
years  ago  and  today  boasts  $3.1  billion  in  retail  sales  ( S2.6 
billion  at  wholesale  prices)  from  around  the  globe. 

To  this  day,  Amway  is  owned  almost  entirely  by  irs  \ 
founders — Richard  DeVos,  65,  and  Jay  Van  Andel,  67 — 
and  their  immediate  families.  Forbes  estimates  the  com- 
pany earned  $300  million  last  year  aftertax  and  that 
DeVos  and  Van  Andel  are  each  worth  close  to  S3  bil- 
lion— although  it  is  admittedly  difficult  to  value  a  busi- 
ness  that,  like  Amway,  is  based  on  ephemeral  human 
relationships. 

Amway  manufactures  and  sells  soap,  cosmetics,  vita- 
mins, food  products  .\nd  other  household  products  and 
sells  water  filters,  Coca-Cola  machines,  MCI  service,  cloth 
ing  and  thousands  of  other  items  through  its  catalog 
There  is  nothing  unique  about  these  mundane  products 
What  is  totally  unique  is  the  size  of  Amway's  sale 
close  to  500,000  strong  in  the  IS.,  500,000  in  Japan 
and  several  hundred  thousand  more  in  places  like  Germ* 
ny,  Mexico,  Korea  and  Malaysia. 

Although  the  average  Amwaj  distributor  sells  barely 
$1,700  worth  of  goods  t  year,  the  sheer  si/c  of  the 
sales  army  mk\  its  enthusiasm  ensure  success 

In  .\n  interview  with  Forbes  ai  Amway's  bead 
quarters  in  its  300  acre  manufacturing  and  dis 

Statue  of  Richard  DeVos  and  Jay  Van  Andel 
Cofounders  who  became  legend*. 
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<cWe  have  two  forms  of  reward  in 
this  world,"  says  DeVos.  "One  is 
recognition,  and  the  other  is 
dollars.  We  employ  them  both 
in  the  Amway  business." 


bution  center  just  out- 
ie  Grand  Rapids,  Mich., 
eVos    spoke    at    length 
>out  the  marketing  phe- 
)menon  he  and  Van  An- 
1  have  created.  "Amway     ^^™ 
more  than  just  a  compa- 
ss it's  a  movement  to  help  people  help  themselves,"  says 
►eVos  in  a  pleasant,  low-pitched  voice.  "Nobody  has 
>er  traveled  down  the  road  that  we  have  traveled." 
The  road  has  taken  some  odd  twists.  This  year,  for 
sample,  Procter  &  Gamble  successfully  concluded  the 
ist  of  four  suits  against  Amway  distributors  for  spreading 
izarre  and  damaging  rumors  that  P&G  and  its  products 
'ere  instruments  of  Satan.  ("Whenever  you  deal  with  a 
lillion  people  you're  going  to  have  people  who  overstep 
oundaries,"  says  DeVos,  defensively.) 
Perhaps  he  can't  keep  his  eye  on  a  million  distributors, 
tut  he  does  know  how  to  inspire  almost  every  last  one  of 
hem.  The  underlying  principle  is  simplicity  itself:  Per- 
uade  the  distributors  that 
heir    interests    and    Am-  | 
vay's  are  exactly  the  same. 
3ne  must  turn  outside  the 
vorld  of  business — to  reli- 
gion and  politics — to  find 
>eople  who  work  as  hard 
or  as  little  financial  reward 
is  most  Amway  people  do. 
Cynics  would   compare 
:he  system  to  a  chain  letter. 
Tere's  how  it  works: 
.     Distributor    A    recruits 
.  distributors  B,  C,  D,  each 
t  d£  whom    recruits    three 
more  distributors  to  work 

for  them.  If  this  recruiting  pattern  continues  ten  times — 
that  is,  there  are  1 1  levels  in  the  distribution  chain — then 
the  fellow  who  started  the  network,  distributor  A,  would 
have  88,572  distributors  working  for  him.  If  each  of 
those  people  sells,  on  average,  just  $1,000  worth  of 
products,  you've  got  an  $89  million  marketing  organiza- 
tion stemming  from  that  one  distributor  A. 

At  offices,  health  clubs,  beauty  salons,  churches,  Am- 
way recruits.  The  basic  pitch:  Whatever  your  dream  is — a 
boat?  a  fancy  car?  kids'  education? — it  is  within  your  grasp 
if  you  just  devote  some  of  your  spare  time  to  selling 
Amway  products  and  recruiting  other  people  to  sell  them. 
In  itself,  the  pitch  is  honest  enough.  Some  Amway 
people  do  become  affluent,  even  rich.  But  not  many  of 
them.  The  lion's  share  of  money  earned  by  Amway 
distributors  is  pocketed  by  2%  of  the  sales  force,  the 
organization's  35,000  so-called  direct  distributors. 

These  distributors  typically  have  about  50  downline 
distributors  channeling  orders  up  to  them.  Direct  distrib- 
utors gross  a  minimum  of  about  $35,000  a  year.  The 
really   big   money — bonuses   of  up   to   $300,000   and 
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more — is  made  by  a  hand- 
ful of  kingpins  at  the  top  of 
the  heap. 

And  once  a  network  has 
been    created,    what's    to 
stop    the    organizer   from 
selling  other  goods  to  the 
faithful?  Indeed,  the  really  successful  operators  sell  self- 
help  books,  tapes  and  even  investment  schemes  to  their 
recruits  to  supplement  their  incomes. 

Among  the  big  distributors  are  people  like  Chapel  Hill, 
N.C.'s  Bill  Britt  and  Charlotte's  Dexter  Yager.  These  two 
men  each  run  networks  of  over  100,000  distributors  and 
are  each  believed  to  net  over  $10  million  a  year. 

As  with  any  army,  the  recruits  are  expendable.  Amway 
is  a  fluid  organization.  Nearly  half  of  the  1.8  million 
distributors  who  will  be  registered  with  Amway  world- 
wide will  drop  out  in  the  course  of  the  year.  For  those 
who  remain,  the  average  distributor  in  the  U.S.  will  net 
around  $780  a  year  in  bonuses  and  markups  from  selling 

Amway  products.  But  in 
addition  to  the  products 
the  distributor  sells  to  oth- 
ers, he  will  also  consume, 
on  average,  $1,068  worth 
of  Amway  goods  himself. 
And  he  may  spend  hun- 
dreds of  dollars  or  even 
thousands  more  on  tele- 
phone bills,  gas,  rallies, 
publicity  material  and  oth- 
er expenses  to  expand  the 
business.  Some  of  the  dis- 
tributors may  end  up  dip- 
ping into  their  savings,  and 
a  few  may  even  run  up 
debts. 

The  real  money  is  made  not  by  peddling  to  the  public 
but  by  recruiting  for  Amway 's  sales  force.  There  is  great 
incentive  for  a  new  recruit  to  quickly  recruit  distributors 
reporting  up  to  him.  Which  is  why  DeVos  can  say  with 
some  confidence:  "We'll  expand  not  by  selling  more  per 
store  but  by  opening  more  stores" — recruiting  more 
distributors,  that  is. 

Is  Amway  an  illegal  pyramid  scheme?  As  far  as  the 
authorities  have  been  able  to  discover,  the  answer  is  no. 
The  fact  remains:  The  average  foot  soldier  doesn't 
make  much  money  for  his  or  her  efforts.  This  is  where  the 
inspiration  comes  in. 

When  he  says,  "Amway  is  more  than  a  company;  it's  a 
movement,"  DeVos  isn't  just  spouting  propaganda.  Am- 
way promises,  in  effect:  Join  Amway,  work  hard  and,  with 
almost  no  capital  investment,  you  too  can  become  as  rich 
as  Bill  Britt  or  Dexter  Yager.  It's  up  to  you. 

Few  Amway  distributors  do  not  know  by  heart  the 
inspiring  rags-to-riches  stories  of  the  most  successful 
distributors.  Among  the  patron  saints  of  the  Amway 
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Bill  Britt  admonishes  the  women: 
"Don't  wear  the  pants  in  the 
family."  He  glowers  at  the  men: 
"Get  rid  of  your  pornography." 


movement  is  Charlie 
Marsh,  a  gravel-voiced  for- 
mer small-town  policeman, 
who  built  a  hugely  success-  m^^g 
ful  worldwide  Amway  net- 
work. There  is  Bernice  Hansen,  the  grandmother  who 
was  an  accountant  in  Grand  Rapids  before  she  joined 
Amway  and  discovered  her  talents  for  sales  and  recruiting. 
Perhaps  most  inspiring  is  Dexter  Yager,  the  stout;' beard- 
ed former  beer  salesman  from  Rome,  N.Y. 

In  a  world  where  many  people  find  little  satisfaction  in 
the  paychecks  they  receive  from  big  companies  or  public 
agencies,  such  visions  of  financial  independence  are  often 
compelling.  But  Amway  goes  a  crucial  step  beyond  mere 
money.  It  offers  its  recruits  membership  in  a  community 
of  like-minded  people — entrepreneurial,  motivated,  up- 
wardly mobile  people  who  believe  in  their  country,  in 
God  and  in  their  family.  "This  country  was  built  on  a 
religious  heritage,  and  we  had  better  get  back  to  it.  We 
had  better  start  telling  people  that  faith  in  God  is  the  real 
strength  of  America!"  Richard  DeVos  writes  in  his  book 
Believe! 

Amway  distributors  are  bound  by  a  set  of  shared  beliefs 


Amway  distributors  Charlie  and  Elsie  Marsh 

A  former  policeman,  Charlie  Marsh  got  in  early  and  made  it  big. 


reinforced  by  myths,  icons 
and  documents.  They  are 
expected  to  read  self-im- 
provement books  (popular 
tides  include  Believe!  and 
How  To  Be  Happy  Though  Married).  They  purchase  and 
listen  to  Amway-sponsored  inspirational  cassettes  (usually 
live  recordings  of  their  "upline"  leaders'  speeches  and 
seminars).  And  they  are  expected  to  use  only  Amway 
products  in  their  personal  lives.  Internal  Amway  docu- 
ments show  that  the  average  active  distributor  sells  only 
19%  of  his  products  to  non-Amway  affiliated  consumers. 
The  rest  is  either  personally  consumed  or  sold  to  other 
distributors. 

It  all  adds  up  to  this:  When  you  sell  Amway  products, 
you're  not  working  for  a  boss  or  a  faceless  organization 
and  its  shareholders.  You're  working  for  yourself  and  for 
Richard  DeVos,  Jay  Van  Andel,  Charlie  Marsh,  Bill  Britt, 
Dexter  Yager  and  all  the  other  Amway  people  who 
struggled  and  made  it.  You're  on  the  Amway  team,  and  it 
feels  good  to  be  there. 

Amway  rallies  typically  resemble  a  mix  between  a  rock 
concert  and  a  religious  revival  meeting.  The  evenings  are 
often  kicked  off  with  inspiring  mu- 
sic— the  theme  from  Rocky,  say,  or 
Chariots  of  Fire — followed  by  much 
audience  hand-holding,  singing, 
swaying  and  listening  to  testimonials. 
Some  Amway  leaders,  such  as  Dexter 
Yager,  are  famous  for  working  their 
crowds  into  Amway  chants  and  for 
revving  their  audiences  with  inspira 
tional  speeches  that  last  into  the  ear 
ly- morning  hours. 

If  Amway  seems  like  a  commercial 
version  of  fundamentalist  religion. 
DeVos  offers  no  apologies. 

"For  a  lot  ot  people,  Amway  is 
their  only  route  out  [of poverty],"  he 
saws.  "So  Amway  relates  right  down 
to  the  grass  roots,  right  down  to 
where  people  live.  You  wonder  why 
this  mythology,  why  this  rah  rah. 
why  they  scream  and  yell.  The) 
scream  mk\  veil  tor  the  same  reason 
the)  do  at  a  football  game.  Thej  have 
discovered  that  it  is  fun  to  be  around 
people  who  cheer  other  people  on. 
who  encourage  people." 

One   weekend   this   summer  OVd 
12,000  enthusiastic  people  gathered 
for  a  ralK  in  Richmond,  Via.  A  hand 
ful  were  wealthy  distributor!  of  Am 
ua\  Corp  "S  products,  the  rest  want 

ed  to  be. 

Hie  meeting  began  with  a  prayer 
m\<\   the    Pledge   o\   Allegiance    On 
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'TTou  wonder  why  this  mythology, 
why  this  rah-rah,  why  they  scream 
and  yell.  They  scream  and  yell  for 
the  same  reason  they  do  at  a 
football  game.  They  have  discovered 
that  it  is  fun  to  be  around  people 
who  cheer  other  people  on,  who 
encourage  people." 


Ic»n    tage,  Bill  Britt,  the  master 

:}  «    ^mway  distributor  who  or- 

uun   ranized    the    rally,    intro- 

#   iuced  the  other  top  dis- 
diK    ributors,  who  had  arrived 

tfti   n  their  Cadillacs  and  Mer- 

suaJi]  :edes,  flaunting  expensive 

s  inc   urs  and  jewelry.  With  the 

was   ntroduction    of   each    of 

tan  these    role     models,    the     

only  crowd  cheered.  ^^^* 

urn       Britt,  60,  was  a  city  man- 

>thei  ager  in  North  Carolina  before  becoming  an  Amway 
distributor.  An  inspirational  speaker,  he  might  have  made 
a  great  television  evangelist  had  he  not  found  Amway.  He 
addresses  his  message  not  above  or  below  but  straight  at 
the  average  Amway  distributor's  dreams:  "I  got  tired  of 
my  Mercedes  and  I'd  heard  that  the  Lexus  was  a  nice  car. 
So  I  went  down  and  bought  myself  one — and,  yes,  it  is  a 
nice  car." 

Britt  normally  lectures  the  audience  on  living  clean, 
traditional  family  lives.  "Don't  wear  the  pants  in  the 
family,"  he  admonishes  the  women,  who  make  up  half  his 
audience.   He   glowers   at 
the  men:  "Get  rid  of  your 
pornography." 

This  time  he  focuses  on 
the  visions  of  financial  se- 
curity. Britt  talks  of  the 
multimillion-dollar  busi- 
ness he  has  built  selling 
Amway  products.  Hun- 
dreds of  average  working 
people — barbers,  police- 
men, truck  drivers,  car 
wash  supervisors,  dentists, 
middle  managers — are  in- 
troduced, and  many  of 
them  recount  how  they  be- 
came successful  and  be- 
came better  people  with 
Amway.  After  each  story 
the  audience  roars  its  ap- 
proval of  the  proud  wit- 
nesses. ("We  have  two  forms  of  reward  in  this  world," 
says  DeVos.  "One  is  recognition,  and  the  other  is  dollars. 
We  employ  them  both  in  the  Amway  business.") 

After  two  days  the  ceremonial  part  of  the  Britt  rally 
ends  as  the  audience  joins  hands  and,  swaying  gendy, 
sings  "God  Bless  America."  The  attendees  leave  feeling 
good  about  Amway  and  good  about  themselves. 

As  DeVos  puts  it:  "Our  people  are  seeking  inspiration 
all  the  time,  as  most  people  are.  Some  people  find  it  in  the 
Rotary  Club,  some  people  find  it  at  church  and  some 
people  like  to  go  to  Amway  meetings." 

How  did  DeVos  and  Van  Andel  get  the  idea  for 
Amway?  As  great  business  ideas  often  do,  this  one  came 
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to  them  by  accident,  and 
without  much  indication 
that  it  would  make  them 
multibillionaires. 

In  the  1940s  Van  Andel 
and  DeVos  were  next-door 
neighbors  in  a  Dutch- 
American  section  of  Grand 
Rapids,  Mich.  DeVos'  fa- 
ther was  a  car  dealer,  Van 
AndePs  a  garage  owner. 
Both  men,  says  DeVos,  in- 
spired in  their  sons  an  entrepreneurial  spirit  and  desire  to 
start  their  own  businesses. 

During  World  War  II  the  two  friends  served  in  the 
Army  Air  Corps.  After  the  war  they  started  a  chartered  air 
service,  then  a  drive-in  restaurant. 

Then,  in  1949,  they  joined  a  small  direct-sales  firm 
called  Nutrilite.  Nutrilite  was  started  by  an  entrepreneur, 
Carl  Rehnborg,  who  survived  on  cooked  plants  and 
animal  bones  in  a  detention  camp  in  China  in  the  1920s 
and  had  gotten  the  idea  for  marketing  a  nutritional 
supplement. 

DeVos  and  Van  Andel 
developed  a  particularly 
successful  Nutrilite  distrib- 
utor network  that  eventu- 
ally grew  to  about  200  dis- 
tributors in  the  Midwest. 
But  the  friends  were  not 
cut  out  to  be  rungs  on 
someone  else's  distribution 
ladder.  When  Rehnborg 
and  other  Nutrilite  leaders 
quarreled  in  1959,  DeVos 
and  Van  Andel  pulled  their 
200  distributors  out  of 
Nutrilite  and  struck  out  on 
their  own. 

Amway's    first    product 

was  Frisk,  a  biodegradable 

soap    whose    distribution 

rights  they  bought  from  a 

struggling  Detroit  chemist. 

Using  the  sales  methods  and  distributor  network  they 

brought  from  Nutrilite,  DeVos  and  Van  Andel  sold  so 

much  soap  that  within  two  years  they  had  opened  their 

own  soap  manufacturing  plant  outside  of  Grand  Rapids. 

They  added  other  products — cosmetics  and  cookware. 

Soon  they  were  expanding  across  the  country  and  over 

the  border  into  Canada.  The  power  of  pyramid  math  was 

really  working.  Starting  in  the  early  1970s,  they  expanded 

overseas,  to  Australia,  the  U.K.,  France,  Germany,  Japan. 

DeVos  and  Van  Andel  have  become  very  powerful 

men.  Former  Presidents  Gerald  Ford  and  Ronald  Reagan 

have  addressed  Amway  rallies.  Some  senators  have  been 

Amway  distributors,  as  have  celebrities  like  singer  Pat 
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DeVos  (left) 
and  Van  Andel 
Expansion  over- 
seas in  the  past 
decade  has 
made  Amway  the 
fastest-growing 
foreign  company  in 
Japan  and  a 
dynamic  up-and- 
comer  in  Mexico 
and  Korea. 


Amway 


Boone  and  former  football 
coach  Tom  Landry.  All  of 
these  role  models  help  in- 
spire the  Amway  move- 
ment with  a  patriotic  and 
religious  feeling. 

There  were  setbacks  for 
Amway — one      of     them 
nearly     fatal — along     the     ■■■■ 
way.    The    Federal   Trade 

Commission  began  investigating  Amway  in  the  1970s  to 
determine  whether  Amway  was,  among  other  things,  an 
illegal  pyramid  scheme  in  which  newly  recruited  distribu- 
tors lose  out  unless  they  themselves  recruit  other 
members. 

"That  was  really  a  'go'  or  'no  go'  situation  for  us," 
remembers  DeVos.  Finally,  in  1979,  the  FTC  ruled  that 
Amway  was  not  a  pyramid,  but  found  it  did  engage  in 
restraint  of  trade  and  misleading  advertising. 

In  the  1980s  the  Canadian  government  charged  De- 
Vos and  Van  Andel  with  customs  fraud.  Amway  paid  the 
Canadians  $58  million  to  settle  criminal  and  civil  charges. 

Is  there  today  no  snake  in  Amway's  paradise?  There  are 
several. 

As  with  a  church  or  a  political  party,  Amway  must 
constandy  protect  its  image  if  it  is  to  recruit  new  mem- 
bers. In  some  cases,  Amway  seems  to  have  taken  concern 
for  its  image  to  extremes. 

Former  distributors  and  Amway  officials  say  that  like 
many  movements  based  on  a  cult  of  personality,  Amway's 
attitude  toward  any  insider  critical  of  the  organization  has 
bordered  on  paranoia. 

Edward  Engel  was  Amway's  chief  financial  officer  until 
1979;  he  resigned  over  a  disagreement  with  DeVos  and 
Van  Andel  on  how  to  run  the  Canadian  operations.  That 
apparendy  branded  him  a  traitor;  he  says  he  and  his  family 
received  threats  for  years  after  his  resignation.  "It  was  a 
Big  Brother  organization,"  says  Engel  today.  "Everyone 


"We're  dealing  with  very  motivated 
entrepreneurial  individuals  who 
are  actively  seeking  to  develop  their 
businesses.  Through  their  own 
lack  of  knowledge,  they  can  run 
afoul  of  the  law,  or  do  things 
they  shouldn't  do." 


\W 


assumed  that  the  phones 
were  tapped,  and  that  Am-Wjeqtf 
way  had  something  oqMinmKl! 
everybody." 

In  1983  Engel's  forme 
secretary,  Dorothy  Edj 
was  helping  the  Canada 
in  their  investigation  of  1 
company.  She  was  rought 
up  in  Chicago,  after  si 
was  told  to  "stay  away  from  Amway."  Engel,  who  pick 
her  up  after  the  incident,  says  he  believes  her  story 
Amway  would  not  comment  on  the  incident. 

There  was  extremely  bad  publicity  in  1982  when 
former  distributor,  Philip  Kerns,  quit  to  write  a  damaging  m  the 
expose  called  Fake  It  Till  Tou  Make  It.  Kerns  charges  that 
Amway  used  private  detectives  to  follow  him  and  rough 
him  up  (see photo  below).  Kerns'  expose  prompted  the  Phil 
Donahue  Show  and  60  Minutes  to  run  uncomplimentary 
pieces  on  Amway.  Amway's  recruitment  dropped  off; 
with  it,  sales  plunged  an  estimated  30%  in  the  early  1980s. 
In  1984,  another  former  Amway  insider,  Donald  Greg- 
ory, says  he  started  to  write  a  book  on  Amway,  but  the  ;\  ; 
company  obtained  a  gag  order  against  Gregory  in 
Grand  Rapids  court. 

More  bad  publicity  surfaced  to  hurt  Amway  in  1989, 
when  it  teamed  with  Minneapolis'  remainder  magnate 
Irwin  Jacobs  to  buy  stock  in  Avon  Products,  Inc.  as  part 
of  their  respective  takeover  bids  for  Avon.  Avon  Chair 
man  James  Preston  hired  private  investigating  firm  Kroll 
Associates  to  dig  up  some  dirt  on  Amway.  Kroll  un- 
earthed several  lawsuits  pending  against  William  Nichol- 
son, who  had  been  hired  in  1984  as  Amway's  chief 
operating  officer.  Several  days  afterwards,  Amway  and 
Jacobs  dropped  their  bid. 

The  fact  that  Amway  is  a  loose  confederation  of  hot 
shot  sales  empires  creates  other  thorny  problems.  In  years 
past,  several  of  Amway's  wealthiest  distributors  created 
independent  empires  that  published 
their  own  magazines,  organised 
their  own  rallies  and  even  published 
their  own  versions  or  the  Amw.n 
sales  and  marketing  plan. 

Known    inside    Amw.n     as    the 
"Black  HatS,'1  these  master  distnb 
utors  frequently  indulged  in  est 
sivelv  high  pressure  metlnxls  ot  a 
plotting  their  fool  soldiers,  persu.ul 
inc.  them  to  shell  out  hundred 
dollars    each    tor    distributor  pro 
duced  books,  tapes  and  even  unre 
l.ued     prixlucts     .\nd     investment 
schemes 

The  problem:  If  Amwaj  "s  distnb 

mors   make   .\   lot    of  monc\    trom 

selling  such  promotional  matrriah 

.is  opposed  to  actual  prixlucts 


ma 


Former  Amway  dis- 
tributor Philip  Kerns 
(back  to  camera) 
and  security  guards 
Kerns  says  this 
photograph  was 
taken  as  he  was 
led  into  the  base- 
ment of  the  Port- 
land Coliseum  dur- 
ing an  Amway 
rally  and  roughed 
up;  later,  armed 
private  detectives 
followed  him 
to  Chicago. 
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"In  Mexico,  people  will  ride  a 
bus  for  hours  to  come  to  an  Amway 
meeting  because  Amway  will  give 
them  a  shot  at  success.  Most  of 
these  people  have  believed  for 
generations  that  they  would 
never  be  anybody,  because  the  rich 
guy  on  the  hill  told  them  they'd 
never  be  anybody.  But  the  Amway 
business  has  come  to  symbolize  for 
great  numbers  of  people  their 
chance  to  get  out  of  their  rut." 


w  recruits,  then  it  again 
ises  questions  of  an  illegal 
ramid  scheme. 
In  1985  two  distributors 
ed    Bill    Britt,    Dexter 
ger  and  Amway  Corp. 
nong  others  in  the  state 
Washington,    alleging 
ey  were  "brainwashed" 
to  purchasing  enormous 
ounts    of   motivational 
aterials.  The  case  was  set- 
ed  out  of  court  in  1988, 
ut  a  gag  order  was  placed 
n  the  court  records  and 
articipants  involved  in  the 
ase. 

Says     DeVos:      "We're     ^^m 
ealing  with  many  moti- 
ated  entrepreneurial  individuals  who  are  actively  seeking 
o  improve  their  businesses.  Through  their  own  lack  of 
owledge,  they  can  run  afoul  of  the  law,  or  do  things 
hey  shouldn't  do." 

Why  not  fire  the  rascals?  Says  DeVos:  "Whenever  you 
erminate  anybody  in  this  business  it  sends  tremors 
ough  the  whole  organization,  because  [the  distribu- 
ors]  say,  'Oh,  oh,  the  company  now  has  the  power  to 
k  me  out.'  And  all  those  people  with  the  sole  idea  of 
wning  their  own  business  and  doing  their  own  thing 
uddenly  have  a  spike  driven  through  their  hearts." 

The  lawsuits,  bad  publicity  and  government  scrutiny 
seem  to  have  taken  a  toll.  Several  of  the  old-line  distribu- 
tors now  appear  to  have  become  ultraconservative  in  their 
recruitment  of  new  distributors — bad  news  for  an  organi- 
zation that  grows  with  a  constant  influx  of  new  recruits. 
Says  one  colleague  of  kingpin  distributor  Bill  Britt: 
"Britt  has  become  very  conservative.  He's  preoccupied 
with  the  FTC,  with  the  legalese  of  what  can  and  cannot  be 
done.  To  listen  to  him  these  days, 
you'd  think  you  were  listening  to  a 
lawyer." 

Fortunately  for  DeVos  and  Van 
Andel,  there  are  fewer  such  prob- 
lems overseas  so  far — where  Amway 
has  kept  tighter  control  over  its  dis- 
tributors. Amway  Japan  has  ex- 
panded into  a  network  with  over 
500,000  distributors  accounting 
for  $734  million  in  sales  last  year. 

Last  April,  DeVos  and  Van  Andel 
sold  a  sliver — 8% — of  Amway  Japan 
''to  the  Japanese  public.  The  Tokyo 
market  values  Amway  Japan  at  $5 
billion,  a  fanciful  value  based  more 
on  the  tiny  amount  of  stock  out- 
standing than  the  business'  inher- 
ent value.  Next  foreign  targets:  Bra- 
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zil,  Poland,  Indonesia, 
China,  the  Philippines  and 
Czechoslovakia. 

DeVos  is  convinced  that 
motivating  foreigners  is  no 
different  from  motivating 
people  in  the  U.S.  "In 
Mexico,  people  will  ride  a 
bus  for  hours  to  come  to  an 
Amway  meeting  because 
Amway  will  give  them  a 
shot  at  success.  Most  of 
these  people  have  believed 
for  generations  that  they 
would  never  be  anybody, 
because  the  rich  guy  on  the 
hill  told  them  they'd  never 
be  anybody.  But  the  Am- 
way business  has  come  to 
symbolize  for  great  numbers  of  people  their  chance  to  get 
out  of  their  rut." 

As  the  sleep  of  centuries  lifts  from  more  and  more 
people  around  the  world,  as  the  dead  hand  of  socialism 
vanishes,  this  message  should  bring  recruits  flocking  to 
the  Amway  banner  all  across  the  world. 

Will  the  message  continue  to  reverberate  when  DeVos 
and  Van  Andel  are  gone?  There  are  ample  signs  that  the 
company  is  preparing  for  that  day.  Several  top  executives 
have  taken  early  retirement,  and  there  are  rumors  that 
Nicholson  is  on  his  way  out.  DeVos  and  Van  Andel  each 
have  four  children;  all  but  one — Richard  DeVos  Jr. — 
work  for  Amway.  "My  guess  is  that  we  will  have  profes- 
sional management,  at  least  initially,"  says  Van  Andel. 

But  can  hired  hands  run  a  truly  entrepreneurial  busi- 
ness of  this  sort?  Probably  not.  Amway  may  well  decline 
when  DeVos  and  Van  Andel  are  gone.  But  there  will  be 
other  Am  ways.  The  business  is  rooted  in  principles  deeply 
embedded  in  human  nature.  H 


Amway's  300-acre 
manufacturing  plant 
outside  Grand 
Rapids,  Mich. 
According  to 
"Consumer 
Reports,"  some 
key  Amway  prod- 
ucts have  a  repu- 
tation of  being 
more  expensive 
than  major  rival 
brands,  but  en- 
thusiastic distribu- 
tors successful- 
ly sell  the 
products. 
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THE  400  LARGEST  PRIVATE  COMPANIES  IN  THE  U.S. 


Pay  attention  to  this  list.  Private  business  accounts 
for  a  large  chunk  of  the  economy  and  provides 
a  stream  of  candidates  for  new-issue  offerings. 

Private  today, 
public  tomorrow 


The  rush  to  go  private  in  the  1980s 
is  starting  to  reverse.  In  the  last  12 
months  not  even  one  publicly  traded 
company  with  sales  over  $475  million 
joined  the  Forbes  private  company 
list.  Meanwhile,  York  International, 
Duracell,  Warnaco  and  several  other 
corporations  from  our  previous  pri- 
vate list  are  now  public.  With  the  Dow 
industrials  still  near  alltime  highs  and 
stocks  selling  way  above  replacement 
costs,  the  private  universe  is  likely  to 
continue  shrinking:  just  within  the 
last  two  months  Stop  &  Shop  Cos. 
and  Charter  Medical  announced  their 
intention  to  go  public. 

Since  our  last  report,  two  of  the 
previous  top  ten  companies  (RJR  Na- 
bisco, with  $13  billion  in  revenues, 
and  Southland,  with  $7  billion)  no 
longer  qualify  as  private.  Despite  the 
loss  of  these  big  companies  and  de- 
spite the  weak  economy,  the  com- 
bined revenues  of  the  Forbes  private 
companies  list  crept  up  to  $611  bil- 
lion from  $609  billion  last  year. 

Among  the  new  additions  are  sev- 
eral firms  created  from  existing  pri- 
vate or  public  companies:  Furr's  Su- 
permarkets was  once  a  part  of  Furr's 
Inc.;  Buttrcy  Food  &  Drug,  a  part  of 


American  Stores;  Lexmark  Interna- 
tional, a  division  of  IBM;  and  Republic 
Engineered  Steel,  a  bar  steel  division 
of  LTV  Steel. 

Six  companies  on  the  list,  including 
Insilco,  Pay  'N  Pak,  and  Gillett  Hold- 
ings, have  felt  the  squeeze  of  hea\y 
debt  and  the  recession  and  were 
forced  to  file  for  Chapter  1 1 . 

What  does  it  take  for  a  private 
company  to  qualify  for  the  Forbes 
list?  Either  it  has  too  few  common 
shareholders  (generally,  500)  to  be 
required  to  file  with  the  Securities  & 


Exchange  Commission  or  it  files 
the  stock  is  not  available  to  the  gener- 
al public.  Publix  Super  Markets  is 
example  of  the  latter.  The  stock 
widely  held,  but  only  by  employees, 
company  with  closely  held  commc 
stock   but  widely   traded   bonds 
preferred  stock  would  also  be  consid- 
ered private.  Wickes  Cos.  is  private,] 
even  though  its  preferred  stock  trades^ 
on  the  American  Stock  Exchange. 

Forbes'  survey  includes  only  firms! 
that  operate  for  profit  and  are  U.S. 
owned  and  headquartered.  Battellcj 
Memorial  Institute,  a  nonprofit  thatj 
pays  income  taxes,  is  included.  Chari- 
table  foundations  and   government^ 
agencies  are  excluded.  Also  excludcdl 
are  mutuals,  cooperatives,  joint  ven- 
tures and  companies  50%  or  more 
owned  by  another  private  or  public 
corporation,  unless  those  owners  arej 
passive  investors.  This  year,  for  exam- 
ple, we  dropped  Hertz  from  our  lisd 
because  over  70%  of  the   stock  is 
owned  by  Ford  Motor  and  Volvo,  j 
both  publicly  owned  companies. 

Except  where  noted,  the  revenue! 
shown  is  for  the  most  recent  fiscal  year  I 
reported  when  this  list  was  prepared. 
Some  private  firms  file  financial  datai 
with  the  SEC;  others  publish  revenue 
numbers.  Estimates  are  from  a  variety 
of  sources,    including   competitors, 
market  researchers  and  anonymous 
company  insiders.  This  year  we  were 
able  to  pry  our  way  through  the  steel 
walls  of  some  companies  that  were 
previously  uncooperative.  For  exam- 
ple, wc  gained  greater  insight  into 
Donald  Trump's  crumbling  empire 
bv  examining  data  assembled  tor  the 
workout  with  his  creditors    NWA's 
revenues   leaked   out   when   it   pen 
rioncd  the  state  of  Minnesota  tor 
financial  backing.  H 
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OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 

50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


At  the  Travelersaervice 
has  35,000  names. 

That's  the  number  of 
Travelers  employe^  dedicated  to 
customer  satisfaction. 

And  that's  the  roil  Travelers 
difference. 

One  that  can  be  measured  in 
everything  we  do  for  you . . .  from  24-hour 
toll-free  hotlines  t<||n  investment  of  $200 
million  —  last  year  |tfc>ne  —  to  provide  even 
better  underwriting  skills  and  management 
of  your  claims. 

It's  a  difference  you  will  experience  through 
a  network  of  local  offices  and  a  team  of  experts 
assigned  to  your  Account  —  people  whose 
intimate  knowledge  of  your  business  enables 
a  quicker,  smarter  response. 

It's  a  difference  backed  by  $55  billion  in 
assets  and  a  127  year  tradition  of  service. 

Service  The  Travelers  Way. 

The  Travelers  Companies,  Hartford,  Connecticut  06183 

eTravelersj 

?r  off  under  the  Umbrella? 


HY  SHOULD  SAFETY  BE  AN  OPTION  IN  A  NEW 
LUXURY  SEDAN?  It  is  ironic  that  while  most  luxury  sedans 
offer  a  seemingly  endless  array  of  standard  amenities,  they  still  relegate 
safety  features  like  dual  air  bags  to  the  options  list.  If  they're  even  available.  £d  Fortu- 
nately, there  is  an  exception  to  this  rule.  The  new  Mazda  929.  For  along  with  all 
the  prerequisites  of  uncommon  comfort  and  performance,  the  929  also  provides 

the  security  of  standard  air  bags 
for  both  driver  and  passenger. 
(33  And  our  concern  with  safety  went  far  beyond  air  bags.  So  we  endowed  the  929 
with  a  computer-designed  body  that  has  energy-absorbing  front  and  rear  "crumple 
zones."  We  positioned  a  special  reinforcement  beam  in  each  door  to  provide  addi- 
tional protection  from  side  impacts.  And  we  provided  every  929  with  anti-lock 


brakes,  also  standard.  &>  Of  course,  this  is  not  to  say  that  everything  is  standard 


on  the  new  929  luxury  sedan.  In  fact,  for  those  who  require  further 
enhancements,  there  is  a  brief  list  of  options.  But  at  Mazda,  we 


simply  didn't  believe  that  safety  should  be  on  it. 


THE  MAZDA  929 

The  only  car  in-its  class  with  dual  air  bags  standard.  ABS.  3.0L, 
24'valve  V6  engine.  Multi-link  .suspension.  Available  leather- 
trimmed  upholstery*  First  car  with  available  solar-powered 
ventilation  system.  J6-month/50,000-milf  limited  warranty.  No- 
deductible,  "bum/>er-to-bumper"  protection.  See  your  dealer  for  details 
For  a  free  brochure  on  the  new  929  or  any  new  Ma*da,  call  l-o'00-f>  39-1000. 


'Seats  upholstered  In  leather  except  lor  bat  k  side  cd  front 
seats,  hoi  turn  cushion  side  panels  and  other  minor  areas  *''  l°°i  M.i.-Ja  Minor  ot  America,  !"•■ 
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Privately  owned  business  is  big  business: 

These  400  companies  share  a  total  $600  billion  of  revenues. 


Edited  by  Steve  Kichen  and  Tina  Russo  McCarthy 

Researchers: 

Scott  DeCarlo,  Carol  Dittbrenner,  Tim  Dodman, 
Evelyn  Feit,  Warren  Midgett,  Kristen  Peters, 
Steven  Ramos,  Gilbert  Steedley  and  Susan  Yu 


to 


— Rank— 

Company 

this 

last 

year 

year 

1 

1 

Cargill 

2 

2 

Koch  Industries 

3 

3 

Continental  Grain 

4 

5 

United  Parcel  Service 

5 

7 

Mars 

6 

8 

American  Financial 

7 

11 

•  NWA 

8 

9 

•  RHMacy 

9 

10 

•  Supermarkets  General 

10 

12 

Publix  Super  Markets 

11 

15 

Bechtel  Group 

12 

16 

Ernst  &  Young 

13 

14 

•  Montgomery  Ward  &  Co 

14 

17 

KPMG  Peat  Marwick 

15 

52 

Meijer 

16 

19 

Goldman,  Sachs  &  Co 

17 

82 

Carlson  Cos 

18 

25 

Coopers  &  Lybrand 

19 

23 

•  Stop  &  Shop  Cos5 

20 

18 

ARA  Services 

21 

24 

Arthur  Andersen  &  Co.,  SC 

22 

22 

•  Hospital  Corp  of  America 

23 

20 

•Trans  World  Airlines 

24 

13 

MacAndrews  &  Forbes  Holdings 

25 

27 

Deloitte  &  Touche 

26 

28 

Levi  Strauss  &  Co 

27 

29 

•  Owens-Illinois 

28 

26 

Marmon  Group 

29 

31 

•American  Standard 

30 

35 

Price  Waterhouse 

31 

33 

SC  Johnson  Wax 

32 

32 

•  JackEckerd 

33 

36 

Advance  Publications 

34 

68 

Food  4  Less6 

35 

37 

Grand  Union 

36 

55 

Interlaken  Capital7 

37 

40 

H  Group  Holding 

38 

39 

HEB  Grocery 

39 

38 

Lefrak  Organization 

40 

79 

Global  Petroleum 

Chief  executive 


Whitney  MacMillan 
Charles  Koch 
Donald  LStaheli 
Kent  Nelson 
Forrest  E  Mars  Jr 

Carl  H  Lindner 
John  Dasburg 
Edward  S  Finkelstein 
Jack  Futterman 
Howard  M  Jenkins 

Riley  P  Bechtel 
Ray  J  Groves 
Bernard  F  Brennan 
Jon  C  Madonna 
Doug  Meijer3 

Stephen  Friedman4 
Curtis  L  Carlson 
Eugene  M  Freedman 
Lewis  G  Schaeneman  Jr 
Joseph  Neubauer 

Lawrence  A  We  in  bach 
Thomas  F  Frist  Jr 
Carl  C  Icahn 
Ronald  0  Perelman 
J  Michael  Cook 


Revenues 
($mil) 

$49,100 
19,250e 
15,000e 
13,606 
9,100e 

8,016 
7,426 
6,762 
6.1261 
5,821 

5,631 

5,449e 

5,440 

5,4002 

5,370e 

5,290e 

5,198 

5,000e 

4,990 

4,950e 

4,948 

4,631 
4,606 
4,521 
4,500 


Employees      Business 


60,000 
10,000 
14,500 
245,000 
26,000 

54,000 
43,500 
69,500 
38,000 
25,000 

32,500 

67,000 

45,000 

77,3002 

35,000 

6,600 

70,000 

65,000 

42,000 

135,000 

61,000 
54,000 
33,725 
38,100 
56,000 


intl  marketer  of  agri  &  bulk  commodities 
oil,  chemicals,  minerals,  agriculture 
commodity  trading  &  processing 
package  delivery 
candy  manufacturing,  petfood,  rice 

insur,  s&l,  food  prods,  radio  &  tv 

airline 

department  stores 

grocery  &  drug  stores,  home  improve  ctrs 


grocery  stores 

engineering  &  construction 

accounting  &  consulting 

department  stores 

accounting 

combination  grocery  &  retail  stores 

investment  banking,  securities  brokerage 

travel,  hospitality,  restaurants 

accounting 

grocery  stores,  discount  dept  stores 

food  svcs,  uniform  rentals,  child  care  svcs 

accounting  &  technical  consulting 

hospitals  &  health  care  facilities 

airline 

cosmetics,  banking,  finl  svcs,  publishing 

accounting 

apparel 

packaging 

industrial  materials,  auto  &  medical  prods 

plumbing  prods,  air  conditioning,  auto  prods 

accounting 

specialty  chemicals,  home  care  prods 
drug,  optical  &  photo  stores 
communications 
grocery  stores 
grocery  stores 

food  processing,  insurance,  health  care 

hotels 

grocery  stores 

real  estate  devel  &  mgmt.  entertainment 

petroleum  wholesaling  &  retailing 

•  Went  private  via  leveraged  buyout  since  1986.  e-.  Estimate.  'Includes  revenues  for  Purity  Supreme  division,  which  is  in  the  process  of  being  sold.  "September 
1990  figure.  3Hendrik  Meijer  is  co-chairman.  'Robert  E  Rubin  is  co-chief  executive.  Announced  plans  to  go  public  eListed  as  Yucaipa  Cos  on  1990 
table.    'Formerly  Finevest  Services. 


Robert  D  Haas 

4,247 

31,000 

Joseph  Lemieux 

3,979 

47,000 

Robert  A  Pritzker 

3,846 

26,705 

Emmanuel  A  Kampouris 

3,637 

32,900 

ShaunFO'Malley 

3,591 

49,000 

Richard  M  Carpenter 

3,400e 

13,600 

Stewart  Turley 

3,367 

31,000 

SI  Newhouse  Jr 

3,100e 

19,000 

Ronald  W  Burkle 

3,098 

7,499 

Joseph  J  McCaig 

2,997 

13,200 

William  R  Berkley 

2,916e 

12,000 

Jay  Pritzker 

2,915e 

49,820 

Charles  C  Butt 

2,900 

12,000 

Samuel  J  LeFrak 

2,900e 

18,000 

Alfred  A  Slifka 

2,850 

450 

254 
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Recently  we  took  100  grateful 
business  travellers  absolutely  nowhere. 


The  most  demanding 
travellers  are  business 
people.  And  in  recent 
frequent  flyer  polls,  one 
Business  Class  was  rated  a 
class  above  the  rest. 

Qantas. 

With  a  Business  Class 
chair  designed  not  just  by 
ergonomic  engineers,  but 
by  business  travellers. 

A  chair  that  when 
reclined,  lengthens  to  ensure 
even  distribution  of  your 
weight,  so  when  you're 
ready  to  sleep,  all  your  body 
rests  comfortably. 

Which  is  why  millions 
of  business  travellers  all  over 
the  world  are  grateful  for 
flying  Qantas. 


tkO 


THE  SPIRIT  OF  AUSTRALIA 


In  the  U.S.,  call  1-800-845-2360.  In  Vancouver:  684-8231.  In  British  Columbia  and  Alberta:  1-800-663-3411.  The  remainder  of  Canada:  1-800-663-3423.  In  addition  to  offering  our  own  frequent  flyer 
plan,  Qantas  is  a  partner  in  American  Airlines'  AAdvantage*  and  Canadian  Airlines'  Canadian  Plus  programs.  American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  without  notice. 
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—Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

41 

34 

1MB  Realty 

Neil  Bluhm 

$2,772e 

4,450 

real  estate 

42 

51 

•  Alco  Health  Services 

JF  McNamara 

2,750e 

2,323 

distrib  of  pharmaceuticals  &  related  prods 

43 

46 

Hallmark  Cards 

Irvine  0  Hockaday  Jr 

2,700 

22,000 

greeting  cards  &  related  prods 

44 

41 

Ingram  Industries 

E  Bronson  Ingram 

2,677 

5,400 

distrib  computer  prods,  barge  operations 

45 

30 

Dyson-Kissner-Moran 

Ernest  H  Lorch 

2,600 

12,000 

multicompany 

46 

78 

Amway 

Jay  Van  Andel1 

2,5502 

9,565 

household  &  personal  care  prods 

47 

48 

Penske 

Roger  S  Penske 

2,530 

9,800 

diesel  mfg,  truck  leasing,  auto  dealerships 

48 

47 

Milliken&Co 

Roger  Milliken 

2,498e 

14,000 

textiles 

49 

81 

Phar-Mor 

Michael  I  Monus 

2,480 

22,000 

discount  drug  &  variety  stores 

50 

56 

Belk  Stores  Services 

John  M  Belk 

2,400e 

2,300 

department  stores 

51 

■ 

•  Wickes  Cos 

James  R  Birle 

2,360 

25,200 

home  improv  ctrs,  textiles,  auto  &  inds  prods 

52 

43 

Anschutz 

Philip  F  Anschutz 

2,358e 

21,500 

oil,  railroads,  real  estate,  mining 

53 

53 

•  Borg-Warner 

James  F  Bere 

2,340 

86,000 

auto  parts,  security  sves 

54 

58 

JM  Family  Enterprises  ■ 

James  M  Moran 

2,295 

2,107 

distrib  Toyota  vehicles  &  related  prods 

55 

57 

•  Burlington  Industries 

Frank  S  Greenberg 

2,282 

27,000 

textiles 

56 

64 

•  Payless  Cash  ways 

David  Stanley 

2,226 

18,000 

home  improvement  centers 

57 

44 

Metromedia 

John  W  Kluge 

2,220 

24,652 

restaurants,  telecommunications 

58 

60 

Estee  Lauder  Cos 

Leonard  Lauder 

2,200e 

10,000 

cosmetics 

59 

71 

DHL  Worldwide  Express 

Patrick  Foley 

2,100 

21,000 

international  air  express  &  air  freight 

60 

66 

Hy-Vee  Food  Stores 

Ron  Pearson 

2,100e 

9,000 

grocery,  drug  &  convenience  stores 

61 

67 

Red  Apple  Group 

John  Andreas  Catsimatidis 

2,100 

10,000 

grocery  &  convenience  strs,  oil,  real  estate 

62 

69 

Cox  Enterprises 

James  C  Kennedy 

2,095 

14,896 

newspapers,  brdcasting,  cable  tv,  auto  auct 

63 

76 

•  HealthTrust3 

R  Clayton  McWhorter 

2.026 

23,000 

hospitals 

64 

65 

Dominick's  Finer  Foods 

James  DiMatteo 

2,000e 

7,500 

grocery  stores 

65 

■ 

Lexmark  International 

Marvin  L  Mann 

2,000e 

5,000 

typewriters,  printers,  keyboards 

66 

75 

Hook-SupeRx 

Philip  E  Beekman 

l,995e 

12,000 

drugstores 

67 

21 

Peter  Kiewit  Sons' 

Walter  Scott  Jr 

1,912 

13,000 

construct,  coal  mining,  telecomm,  energy 

68 

59 

Hearst 

FrankABennackJr 

l,900e 

13,950 

publishing,  broadcasting 

69 

49 

•  Revco  DS 

Boake  A  Sells 

1,900 

15,900 

drugstores 

70 

73 

Steelcase 

Jerry  K  Myers 

1,900 

21,000 

office  furniture  &  systems 

71 

74 

Graybar  Electric 

Edward  McGrath 

1,895 

4,900 

electrical  equip  wholesaling 

72 

108 

Cumberland  Farms 

Richard  Jensen 

l,855e 

4,300 

convenience  stores,  gas  distributors 

73 

61 

•  Best  Products4 

Stewart  Kasen 

1,840 

6,000 

general  merchandise,  jewelry  stores                        ^ 

74 

116 

•  Whitmire  Distribution5 

Mel  Whitmire 

1,619 

1,000 

wholesaling  pharmaceuticals 

75 

83 

BeefAmerica 

Joseph  Amore 

1,600 

2,500 

meatpacking 

76 

no 

Dunavant  Enterprises 

William  B  Dunavant  Jr 

l,600e 

2,220 

intl  &  domestic  cotton  merchant 

77 

72 

Lincoln  Property 

A  Mack  Pogue 

l,600e 

3.700 

real  estate  devel  4  mgmt 

78 

91 

Schwan's  Sales  Enterprise 

Marvin  Schwan 

l,600e 

6,000 

frozen  foods,  home  delivery 

79 

88 

JR  Simplot 

Gordon  Smith 

1,600 

9,000 

food  processing,  fertilizer,  livestock 

80 

86 

•  Prime  Computer 

John  J  Shields 

1,589 

7,800 

computer  hardware  &  software 

81 

63 

George  E  Warren 

Thomas  L  Corr 

1,568 

30 

petroleum  trading 

82 

104 

Polo  Ralph  Lauren 

Ralph  Laure.i 

1,550 

3,000 

apparel,  home  furnishings  &  accessories 

83 

93 

•  Reliance  Electric 

John  C  Morley 

1,547 

14,000 

industrial  &  telecommun  equip 

84 

45 

Riklis  Family 

Meshulam  Riklis 

1,520 

23.300 

variety  &  discount  stores,  apparel 

85 

132 

Transammonia 

Ronald  P  Stanton 

1,515 

190 

trading  fertilizers  &  petroleum  prods 

■  Not 

on  last 

year's  list.     •  Went  private  via  1 

everaged  buyout  since  1986.    e: 

Estimate.     'Richard  DeVos  is  co-chairman.    'Based  on  wholesale  revenues. 

Announced  plans  to  go  public.    'In  Chapter 

11.     formerly  MWC. 
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FOR  A  CROSS  SIGNATURE  DEALER.  CALL  1-800-654-3880.  UNQUESTIONABLE  LIFETIME  MECHANICAL  GUARANTEE. 
SUGGESTED  RETAIL  PRICES  FOR  CROSS  WRITING  INSTRUMENTS  FROM  $14.50 TO  $1,000.00 
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—Rank— 

Company                                        Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

86 

77 

Giant  Eagle                                     David  S  Shapira 

$l,500e 

10,000 

grocery  stores 

87 

84 

Hillman                                          CG  Grefenstette 

1,500 

2,000 

diversified  investment  &  operations 

88 

127 

TLC  Beatrice  International  Holdings    Reginald  F  Lewis 

1,496 

5,000 

food  processing  &  distributing 

89 

102 

Wegmans  Food  Markets                     Robert  B  Wegman 

1,495 

6,509 

grocery  stores 

90 

87 

•  Coltec  Industries                              David  1  Margolis 

1,487 

12,400 

aerospace,  automotive,  industrial  equip 

91 

106 

Frank  Consolidated  Enterprises          James  S  Frank 

1,470 

2,020 

auto  dealerships,  travel  svcs  &  fleet  mgmt 

92 

95 

Holiday  Cos                                     Ronald  A  Erickson 

l,442e 

3,250 

convenience  stores,  grocery  wholesaling 

93 

118 

•  Del  Monte  Foods                              A  Ewan  Macdonald 

1,435 

15,340 

food  processing 

94 

92 

Helmsley  Enterprises                       Harry  B  Helmsley 

l,435e 

13,000 

real  estate  brokerage 

95 

105 

Kohler                                          Herbert  V  KohlerJr 

1,409 

13,794 

plumb  prods,  engines,  generators,  hospitality 

96 

114 

Delaware  North  Cos                         Jeremy  M  Jacobs 

1,401 

17,500 

food  svcs,  pari-mutuels,  metals,  typog 

97 

100 

Oxbow                                          William  Koch 

l,400e 

300 

energy,  fossil  fuel,  real  estate 

98 

120 

Raley's                                           Charles  LCollings 

1,400 

6,000 

grocery  &  drug  stores 

99 

103 

Edward  J  DeBartolo                          Edward  J  DeBartolo 

l,378e 

15,000 

real  est  devel  &  mgmt,  dept  stores,  race  track 

100 

109 

Gates                                             Charles  C  Gates 

1,340 

17,000 

rubber  &  formed  fiber  prods,  recharg  batteries 

101 

96 

Sammons  Enterprises                       Robert  W  Korba 

1,340 

5,100 

insurance,  cable  tv,  industrial  equip 

102 

89 

Trump  Organization                          Donald  J  Trump 

l,340e 

20,000 

hotels  &  casinos,  real  estate,  airline 

103 

99 

•  Walter  Industries1                             G  Robert  Durham 

1,326 

8,100 

home  bldg&  financing,  natural  resources 

104 

62 

Rabco  Health  Services2                    Richard  A  Bernstein 

1,321 

2,600 

medical  &  surgical  equip,  pharmaceuticals 

105 

139 

Epic  Healthcare  Group                      Kenn  S  George 

l,300e 

11,500 

hospitals 

106 

98 

•  General  Instrument                           Donald  H  Rumsfeld 

l,300e 

12,500 

electronics 

107 

111 

Southwire                                      Roy  Richards  Jr 

1,300 

5,000 

metal  fabricating,  rod,  wire  &  cable  mfg 

108 

145 

Fidelity  Investments                         Edward  C  Johnson  3d 

1,272 

7,000 

mutual  fund  mgmt,  discount  brokerage 

109 

192 

Morse  Operations                             Edward  J  Morse 

1,266 

1,200 

auto  dealerships 

110 

143 

Gilbane  Building                              Paul  J  Choquette  Jr 

1,265 

950 

commercial  &  industrial  construction 

HI 

101 

Union  Holdings                                Ezra  Zilkha 

l,265e 

1,800 

food  processing,  meatpacking 

112 

138 

DeMoulas  Super  Markets                   TA  Demoulas 

1,256 

8,400 

grocery  stores 

113 

97 

Golodetz                                         Marc  L  Ginzberg 

1,240 

800 

trading,  agri,  real  estate,  venture  capital 

114 

121 

Scoular                                           Marshall  E  Faith 

1,239 

432 

grain  trading&  storing 

115 

178 

John  Alden  Financial                       Glendon  E  Johnson 

1,229 

2,362 

insurance 

116 

126 

•  Avis                                               Joseph  VVittoria 

1,205 

13,000 

auto  rental 

117 

70 

•  Charter  Medical                               William  A  Fickling  Jr 

l,200e 

11,600 

hospital  management 

118 

140 

Services  Group  of  America3                Thomas  J  Stewart 

l,200e 

3,000 

food  distributor,  insurance,  real  estate 

119 

115 

Trammell  Crow                                J  McDonald  Williams 

1,186 

2,700 

real  estate 

120 

90 

William  Lyon  Cos                              William  Lyon 

1,185 

920 

real  estate  development 

121 

136 

VT                                               Cecil  Van  Tuyl 

1,179 

3,200 

auto,  aircraft  &  boat  dealerships 

122 

125 

Taubman                                        Robert  S  Taubman 

l,178e 

550 

real  estate  development  4  management 

123 

124 

Johnston  Coca-Cola  Bottling  Group     Summerf  ield  K  Johnston  Jr 

l,175e 

5,000 

soft  drinks 

124 

133 

•  Foodmaker                                      Jack  W  Goodall  Jr 

l,165e 

3,600 

Jack  in  the  Box,  Chi-Chi's  restaurants 

125 

163 

Save  Mart  Supermarkets                    Robert  Piccinini 

1,164 

7,300 

grocery  stores 

126 

160 

Science  Applications  International      JR  Beyster 

1,163 

12,000 

research  &  development,  systems  integration 

127 

129 

Clark  Enterprises                               A  James  Clark 

1,160 

5,000 

construction,  communications,  real  estate 

128 

150 

•  Fort  Howard                                     Donald  H  DeMeuse 

1,151 

6,000 

paper  prods 

129 

122 

Crowley  Maritime                             Thomas  B  Crowley 

1,150 

4.000 

maritime  transportation 

130 

128 

•  DiGiorgio 

Arthur  M  Goldberg 

l,150e 

3,000 

food  distributor,  lumber 

•  Went  private  via  leveraged  buyout  since  1986. 
formerly  Food  Services  ot  America. 


e:  Estimate.     'In  Chapter  11.     Listed  as  Hillsborough  Holdings  on  1990  table.    *Formerly  RAB  Holdings 
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Christian  Dior's  fine  line  stripe  suit 
impeccably  tailored  in  rich,  pure  worsted 
wool  for  seasonless  comfort.  In  sizes 
38-46  regular,  40-46  long,  425. OO 


PURE  WOOL 


■i![g?iiiir^H^uni'Mit>{ii,',U:i:ii^rifiiinp 


—Rank— 

Company 

this 

fast 

year 

year 

131 

159 

Gulf  States  Toyota 

132 

119 

TauberOil 

133 

80 

Domino's  Pizza 

134 

137 

•  CullumCos 

135 

112 

Stroh  Brewery 

136 

151 

E&JGallo  Winery 

137 

183 

Golub 

138 

170 

Grocers  Supply 

139 

172 

Hughes  Markets 

140 

208 

Schottenstein  Stores 

141  174       Lennox  International 

142  156  •  Pueblo  International 

143  146  •  Lear  Seating1 

144  158       Schnuck  Markets 

145  154  •  Kash  n'  Karry  Food  Stores 

146  ■       Caterair  International 

147  187       Eby-Brown  Cos 

148  171  •Gulfstream  Aerospace 

149  161       Schreiber  Foods 

150  199       Enterprise  Rent-A-Car 

151  274       Prospect  Motors 

152  157       Golden  State  Foods 

153  202       C&S  Wholesale  Grocers 

154  164       PMC 

155  155  •PeterJSchmitt 


Chief  executive 


Jerry  Pyle 
OJ  Tauber  Jr 
Thomas  S  Monaghan 
Jack  W  Evans  Jr 
Peter  W  Stroh 

Ernest  Gal lo 
Lewis  Golub 
Milton  Levit 
Roger  K  Hughes 
Jerome  Schottenstein 

John  WNorrisJr 
David  Morrow 
Kenneth  Way 
Craig  D  Schnuck 
Ronald  J  Floto 

Daniel  J  Altobello 
Richard  Wake2     , 
Allen  E  Paulson 
Jack  Meng 
Andrew  C  Taylor 

William  Halvorson 
James  E  Williams 
Richard  B  Cohen 
Philip  Kamins 


Revenues 
($mil) 


171  188  Merchants  Distributors  Boyd  L  George 

172  177  Huntsman  Chemical  Jon  M  Hunisman 

173  180  •  Chicagofc  North  Western  Transp  Robert  Schmiege 

174  173  JP  Foodservice  James  Miller 

175  169  •Dillingham  Construction  Donald  K  Stager 

■  Not  on  last  year's  list.    «Went  private  via  leveraged  buyout  since  1986. 
president.    Currently  headed  by  executive  committee. 


$1 
1 
1 
1 
1 

1 
1 
1 

1 
1 

1 
1 
1 
1 

1 

1 
1 
1 
1 
1 

1 
1 
1 

1 
1 


156 

203 

Parsons 

Leonard  J  Pieroni 

1,002 

157 

196 

Young  &  Rubicam 

Alexander  Kroll 

1,001 

158 

144 

•  Service  America 

Steven  Leipsner 

1,001 

159 

117 

A-Mark  Financial 

Steven  C  Markoff 

l.OOOe 

160 

168 

Connell 

Grover  Connell 

1,000 

161 

141 

Perdue  Farms 

Jim  Perdue 

1,000 

162 

186 

Randall's  Food  Markets 

Robert  R  Onstead 

1,000 

163 

176 

Sweet  Life  Foods 

Julian  Leavitt 

l.OOOe 

164 

184 

Guardian  Industries 

William  Davidson 

996 

165 

149 
182 

•  Essex  Group 

John  M  Bruce 

993 

166 

Amerco 

Edward  J  Shoen 

986 

167 

273 

•  Budget  Rent  a  Car 

Clifton  E  Haley 

983 

168 

244 

Little  Caesar  Enterprises 

Michael  Mitch 

980e 

169 

259 

•  National  Car  Rental 

Vincent  A  Wasik 

980e 

170 

■ 

Trammell  Crow  Residential 

J  Ronald  Terwi Niger 

976 

135e 

128 

125 

123 

116 

HOe 

100 

100 

100 

100 

090e 

075 

075 

060e 

060 

059 

052 
050e 
050e 
022 

019 

013 

OlOe 

006 

003 


970 
961 
961 
952 
950 


Employees      Business 


950  auto  distributing 

57  petroleum  &  petroleum  marketing 

23,000  pizza  delivery  &  carryout 

6,000  grocery  &  drug  stores 

2,700  beer 

3,000  wine 

3,720  grocery  stores 

1,300  food  wholesaling 

5,300  grocery  stores 

15,000  departments  furniture  stores 

8,300  climate  control  equip 

4,155  grocery  stores 

10,575  automobile  seats 

6,300  grocery  stores 

4,900  grocery  stores 

22,800  preparation  &  distribution  of  airline  meals 

949  candy,  tobacco,  food  &  merchandise  distrib 

4,800  aerospace 

2,300  cheese  &  meat  processing 

7,750  auto  rental 

90  auto  dealerships 

1,700  food  processing  &  distrib  for  McDonald's 

793  food  wholesaling 

4,500  plastics,  specialty  chemicals,  foam 

4,300  food  wholesaling 

9,500  engineering,  design  &  construction 

11,133  advertising,  communications 

22,000  food  service  &  vending 

32  precious  metals  wholesaling 

200  heavy  equip  leasing,  food  export  &  import 

12,500  poultry  processing 

3,385  grocery  stores 

3,000  food  wholesaling 

7,400  flat  glass,  fiberglass  insulation,  plastics 

3.700  wire,  cable  &  electrical  insulation 

10,000  U-Haul  vehicle  rental 

12,000  auto  rental 

1 1 ,300  pizza  restaurants,  sports  arenas,  pro  sports 

8,000  auto  rental 

2,900  residential  development,  construction 

3,000  food  wholesaling 

6.701  chemicals 
6,939  railroad 
2,200  food  distributor 

1 ,050  construct  mgmt.  general  contracting 


e:  Estimate.     'Formerly  Lear  Siegler  Seating.    Thomas  Wake  is  co- 
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Buy  what  you  want  to  buy 

And  no  bankcard  is  going  to  stop  you  with  a  limit  set  long  ago* 

You  know  what  you  can  afford.  You  just  want  to  be  trusted. 

You're  a  responsible  person.  Most  of  the  time. 


The  Card. 
The  American  Express"  Card. 


THE  400  LARGEST  PRIVATE  COMPANIES  IN  THE  U.S. 


— Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 
198 

Jordan 

176 

John  W  Jordan  II 

$950 

9,870 

multicompany 

177 

223 

Continental  Cablevision 

Amos  B  Hostetter  Jr 

938 

8,000 

cable  tv,  multiple  system  operator 

178 

291 

McKinsey  &  Co 

Frederick  W  Gluck 

935 

4,500 

consulting 

179 

175 

Pacific  Holding 

David  H  Murdock 

933e 

5,000 

multicompany 

180 

189 

SnyderGeneral 

Richard  W  Snyder 

928 

7,300 

air  quality  control  equip 

181 

162 

•  GAF 

Samuel  J  Heyman 

922 

4,163 

chemicals,  building  materials 

182 

210 

Holman  Enterprises 

Joseph  S  Holman 

917 

2,033 

auto  dealerships,  parts  remfg,  fleet  leasing 

183 

238 

Jitney  Jungle  Stores  of  America 

WH  Holman  Jr 

910 

8,500 

grocery  stores 

184 

181 

Restaurant  Enterprises  Group 

Norman  N  Habermann 

906 

22,481 

restaurants 

185 

■ 

CH  Robinson 

DR  Verdoorn 

905 

817 

shipping  &  distrib  svcs,  food  broker 

186 

■ 

•  Furr's  Supermarkets 

Jan  Friederich 

900e 

6,000 

grocery  stores 

187 

195 

Hartz  Group 

Leonard  N  Stern 

900 

5,000 

pet  supplies,  real  estate,  publishing 

188 

204 

•  Earle  M  Jorgensen 

Neven  Hulsey 

900 

2,800 

steel  &  aluminum  prods  distributing 

189 

147 

•  Leaseway  Transportation 

Richard  A  Damsel 

900 

10,500 

trucking,  transportation  &  related  svcs 

190 

148 
85 

Connell  Limited  Partnership 
Farley  Industries 

William  F  Connell 
William  Farley 

895 
893e 

3,381 

metal  manufacturing,  industrial  equip 

191 

27,000 

household  fabrics,  apparel,  boots,  auto  parts 

192 

191 

Levitz  Furniture 

Robert  M  Elliott 

889 

6,187 

furniture  retailing 

193 

234 

JM  Huber 

George  Schenk 

880 

4,000 

natural  resources,  plastics,  electronics,  ink 

194 

193 

Woodward  &  Lothrop/John  Wanamaker 

Arnold  H  Aronson 

873 

15,000 

department  stores 

195 

231 

•  Kohl's  Department  Stores 

William  Kellogg 

870 

12,000 

department  stores 

196 

142 

Thrifty  Oil 

Ted  Orden 

865e 

1,000 

petroleum,  convenience  stores 

197 

218 

Simpson  Investment 

William  G  Reed  Jr 

860e 

8,000 

lumber,  logging,  plywood  doors 

198 

222 

Bath  Iron  Works 

Duane  D  Fitzgerald 

850e 

10,900 

shipbuilding 

199 

250 

•  Arkansas  Best 

Robert  A  Young  III 

849 

10,159 

trucking,  tire  recapping 

200 

165 

•  Wickes  Lumber 

William  A  Hensler 

847 

5,000 

building  materials  retailing 

201 

219 

Wilbur-Ellis 

Brayton  Wilbur 

840 

2,000 

distributing  farm  supplies  &  chemicals 

202 

213 

AppleTree  Markets 

Arthur  L  Patch 

838 

2,803 

grocery  stores 

203 

264 

•  Musicland  Group 

Jack  W  Eugster 

836 

10,000 

specialty  music  stores 

204 

257 

Schneider  National 

Donald  J  Schneider 

832 

11,000 

trucking 

205 

209 

JPS  Textile  Group 

Steven  Friedman 
William  FReilly 

821 
820e 

8,500 
3,300 

carpet,  elastics,  apparel,  industrial  fabrics 

206 

■ 

K-lll  Holdings 

publishing,  information  svcs 

207 

245 

Rich  Products 

Robert  E  Rich  Jr 

820 

6,500 

frozen  foods,  pro  sports,  broadcasting 

208 

216 

Schal  Associates 

Richard  C  Halpern 

820e 

260 

residential  construction,  consulting 

209 

200 

•  Amsted  Industries 

Gordon  Lohman 

817 

7,600 

RR  &  industrial  equip,  bldg  materials 

210 

215 

•  Uniroyal  Chemical 

Robert  J  Mazaika 

803e 

2,800 

chemicals 

211 

166 

Andersen  Corp 

Jerold  W  Wulf 

800e 

3,000 

windows,  patio  doors 

212 

167 

Chilewich  Sons 

Simon  Chilewich 

800e 

850 

commodity  trading,  cattle,  meatpacking 

213 

247 

Gordon  Food  Service 

Paul  Gordon 

800e 

1,800 

food  distributing 

214 

185 

Metallurg 

Michael  A  Standen 

800 

3,200 

manufactures  metals  &  alloys 

215 

152 

Potamkin  Manhattan 

Victor  Potamkin1 

800 

2,000 

auto  dealerships,  communications 

216 

207 

•  Sweetheart  Holdings 

Philip  White 

800e 

8,000 

paper  prods 

217 

212 

Young's  Market 

Vernon  C  Underwood  Jr 

800 

1,650 

food,  spirits  &  wine  distributor 

218 

227 

Hunt  Corp 

Robert  C  Hunt 

792 

2,512 

general  contracting,  construction  mgmt 

219 

220 

Crown  American 

Frank  J  Pasquerilla 

791 

10,000 

dept  strs.  shopping  malls,  real  est,  motels 

220 

224 

on  last ) 

American  Protection  Industries 
rear's  list.    •Went  private  via  leveraged  bi 

Stewart  Resnick 

785e 

4.900 

TeleFlora,  Franklin  Mint 

■  Not 

lyout  since  1986.    e:  Estimate.     "Robert  and  Alan  Potamkin  are  co-chief  executives. 

II 
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stunning  graphics  and  animation,  full 
digital* audio  stereo  sound,  massive  data 
accessibility:  a  new  way  of  working  and 
studying  in  a  rich  one^on'one  interactive 
environment.  Now  stop  imagining. 

INTRODUCING 
TANDY 
MULTIMEDIA 
COMPUTING 

Tandy's  complete  new  line  of  affordable  multimedia 
computers  is  available  today,  ready  to  forever  change  the 
way  you  work  and  play. 

k^T)/^ll™  Tandy  has  worked  with  industry  leaders 
fc£j±  \^  to  produce  the  new  Multimedia  PC  stan- 
Multimedia  PC  dard.  Now,  incredible  amounts  of  data 
can  be  stored  on  a  single  CD-ROM  compact  disc,  ready 
for  you  to  access  business,  education,  entertainment  and 
productivity  software  in  a  vibrant,  enlightening  way. 

Come  experience  Tandy's  multimedia  computers  for 
yourself.  Prepare  to  be  swept  away. 

MRadiG/haek 
Americas 


MPC  Logo/TM  Multimedia  PC  Marketing  Council,  Inc. 


■  lilglil.lMiH^IJill'Mli^il.'.l^.'II^TTTIT^ 


— Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

221 

232 

United  Van  Lines 

Maurice  Greenblatt 

$783 

950 

moving  svcs 

222 

307 

International  Data  Group 

Patrick  J  McGovern 

780 

4,200 

computer  publications,  mkt  research 

223 

206 

Maritz 

William  E  Maritz 

780e 

5,500 

marketing  research  &  business  svcs 

224 

243 

Duchossois  Industries 

Richard  L  Duchossois 

775e 

9,000 

railroad  equip 

225 

268 

Tang  Industries 
84  Lumber 

Cyrus  Tang 
Joseph  A  Hardy  Sr 

775e 
767 

3,500 
2,925 

metal  fabricating  &  distributing 

226 

230 

building  materials  retailing 

227 

134 

Tishman  Realty  &  Construction 

John  Tishman 

765 

660 

construction  mgmt  &  real  estate 

228 

■ 

BE&K 

Theodore  C  Kennedy 

756 

12,915 

construction,  engineering  &  maintenance                   ' 

229 

302 

New  Hampshire  Oak 

Michael  D  Dingman 

753 

3,400 

chemical  &  industrial  prods 

230 

261 
226 

•White  Swan 

Ronald  E  Elmquist 

740 
735e 

1,725 
4,800 

food  wholesaling                                                    1 

231 

Gillett  Holdings1 

George  N  Gillett  Jr 

broadcasting,  meatpacking,  resorts                           ? 

232 

211 

•  Harvard  Industries 

William  D  Hurley 

735e 

7,500 

auto  &  aerospace  equip                                           1 

233 

251 

•  Farm  Fresh 

Michael  E  Julian 

735 

3,400 

grocery  stores                                                       T 

234 

270 

Drummond 

Garry  N  Drummond 

734 

2,800 

coal                                                                      I 

235 

■ 

Island  Lincoln-Mercury 

R  Bruce  Deardoff 
David  A  Olsen 

732 
731 

52 
8,102 

auto  dealerships                                                     h 

236 

228 

Johnson  &  Higgins 

insur  brokerage,  risk  mgmt  consulting                        I 

237 

318 

Racetrac  Petroleum 

Carl  Bolch  Jr 

727 

2,041 

convenience  stores,  retail  gasoline                             [ 

238 

256 

Coca-Cola  Bottling  Co  of  Chicago 

Marvin  J  Herb 

723e 

4,000 

soft  drinks                                                             1 

239 

246 

WWF  Paper 

Edward  V  Furlong  Jr 

720 

479 

fine  paper  converter  &  distributor                              1 

240 

309 

Battelle  Memorial  Institute 
•  DynCorp 

Douglas  E  Olesen 
Dan  Bannister 

718 

717 

7,791 
18,000 

technology  &  development                                      1 

241 

295 

technical  &  professional  svcs                                   1 

242 

281 

ClubCorp  International 

Robert  H  Dedman 

715 

15,200 

manages  &  owns  private  clubs,  resorts,  sal                 i 

243 

253 

•Ampex 

Edward  Bramson 

708 

4,500 

tv,  broadcast  equip,  magnetic  tape 

244 

241 

Horsehead  Industries 

William  E  Flaherty 

707 

2,750 

zinc,  carbon,  graphite,  environmental  svcs 

245 

267 

HB  Zachry 

H  Bartel I  Zachry  Jr 
Max  E  Raydon 

704 
703 

8,800 
7,000 

general  contracting 
grocery  stores 

246 

233 

Homeland  Stores 

247 

306 

GSC  Enterprises 

Michael  K  McKenzie 

703 

1,500 

food  wholesaling 

248 

217 

MorningStar  Group 

James  A  Bach 

703 

2,107 

dairy  &  food  processing                                        > 

249 

■ 

Unifax 

Frank  H  Bevevino 

700 

2,000 

food  distributing                                                  .) 

250 

312 

Associated  Metals  &  Minerals 

Colin  H  Benjamin 

700 

198 

steel  &  metal  trading                                           1 

251 

201 

Border  Fuel  Supply 

William  Arrington 

700e* 

25 

oil  trading                                                            *J 

252 

190 

Brookshire  Grocery 

Bruce  G  Brookshire 

700e 

3,500 

grocery  stores 

253 

292 

Minyard  Food  Stores 

Liz  Minyard3 

700 

3,123 

grocery  stores                                                       j 

254 

■ 

Moorman  Manufacturing 

TL  Shade 

700 

3,500 

1 1 vestoc  k  f eed  &  eq  u  i  p 

255 

242 

Tennessee  Restaurant 

Donald  N  Smith 
Edward  G  Hill 

700 
699 

7,200 
1,924 

Friendly's  &  Perkins  Family  Restaurants 
grocery  stores 

256 

252 

ABCO  Markets 

257 

236 

•  International  Controls 

David  R  Markin 

693 

3,725 

truck  trailer  mfg,  auto  stamping,  insurance 

258 

334 

Humiston-Keeling 

Burton  H  Olin 

692 

195 

wholesales  pharmaceuticals 

259 

272 

King  Kullen  Grocery 

John  BCullen 

690e 

2,300 

grocery  stores 

260 

194 

•  Kendall 

Richard  AGilleland 

688 

8.700 

health  care  products 

261 

239 

Roseburg  Forest  Products 

William  A  Whelan 

687 

4,100 

forest  products 

262 

249 

Cone  Mills 

J  Patrick  Danahy 

684 

8.375 

textiles 

263 

277 

B  Green  &  Co 

Bernard  Green 

675 

1.200 

food  wholesaling,  grocery  stores 

264 

305 

Hendrick  Management 

JR  Hendrick  III 

675 

1.507 

auto  dealerships,  sportswear,  motorsports 

265 

269       Andersons 
on  last  year's  list     »Went  private  via  leverage 

Richard  P  Anderson 

671 

896 

agribusiness,  consumer  prods 

■  Not 

d  buyout  since  1986.     e: 

Estimate.     MnChapter  1 1.    'Excludes  revenues  from  Northwest  Crude     Xiretchen 

Minyard  is  co-chairperson. 
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Incredibly  Swiss. 


Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 

We're  a  recognized  leader  in  the  world's  financial  markets,  combining 

vast  resources  with  the  discreet,  reliable  and  committed  service 

that  is  the  hallmark  of  our  Swiss  heritage.  Let  our  worldwide  presence  and  highly 

rated  financial  strength  be  your  passport  to  stronger  global  finance. 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  ■  Houston  ■  Los  Angeles  •  Miami  •  New  York  -  San  Francisco 


■rigiiiiii:i:iH».iij;in;uiHiuiH;ii^i;ii:iii^ 


—Rank— 
this       last 
year      year 


Company 


266  3 10       WL  Gore  &  Associates 

267  266       Towers,  Perrin 

268  285       Braman  Enterprises 

269  329  •  Joy  Technologies1 

270  326  •Silgan 

271  276  •  Catalyst  Energy 

272  279       Charles  Pankow  Builders 

273  229  •Insilco2 

274  265  •  Big  V  Supermarkets 

275  286       Chase  Enterprises 


276 
277 
278 
279 


281 
282 
283 
284 


371  •  Elder-Beerman  Stores 

301  •  Ethan  Allen 
364       Alamo  Rent  A  Car 
320       MA  Mortenson 


280      308       Marley 


255       Sealy 

278       HCB  Contractors 

303  Horace  Mann  Educators1 

304  •  Long  John  Silver's3 


Chief  executive 


Robert  W  Gore 
John  T  Lynch 
Norman  Braman 
Marc  F  Wray 
D  Greg  Horrigan 

Tom  B  Pickens  III 
Charles  Pankow 
Joel  L  Reed 
David  G  Bronstein 
David  T  Chase 

Milton  E  Hartley 
M  Farooq  Kathwari 
Michael  S  Egan 
MA  Mortenson  Jr 
Robert  J  Dineen 

Malcolm  Candlish 
Lawrence  A  Wilson 
Paul  J  Kardos 
Clinton  A  Clark 
BenCMaibach  Jr 

Kenneth  Dart 
Arthur  Hawkins 
C  George  Sea  la 
Harold  LYohJr 
Robert  P  Gwinn 

Jordan  Kapson 
Stanley  P  Kaufelt 
Warren  Alpert 
Wallace  H  Coulter 
Melvm  Simon 

Harry  Lebensfeld 
Michael  L  Smith 
William  J  White 
David  L  Brennan 
Robert  D  Hawk 

James  W  McGlothlin 
Juan  Grau 
Carl  Kuehne 
Edward  L  Scarff 
Donald  L  Bonham 

Georges  Marciano 
Richard  G  Hsworth 
W  Dean  Singleton 
James  B  Skaggs 
Bernard  Nussdort 


■  Not  on  last  year's  list.    «Went  private  via  leveraged  buyout  since  1986. 
Jerrico.     4Listed  as  Mayflower  Group  on  1990  table. 


Revenues 
($mil) 


Employees      Business 


285  319       Barton  Malow 

286  ■       Dart  Container 

287  263       Exide 

288  298  •Lechmere 

289  357       Day  &  Zimmermann 

290  293       Encyclopaedia  Britannica 

291  332  Jordan  Motors 

292  289  •Mayfair  Supermarkets 

293  315       Warren  Equities 

294  330       Coulter  Electronics 

295  ■       Melvin  Simon  &  Associates 


296 

324 

UIS 

297 

271 

•  MG  Holdings4 

298 

297 

•  Bell  &  Howell 

299 

275 

Brenlin  Group 

300 

■ 

Hale-Halsell 

301 

395 

United 

302 

369 

Bacardi  Imports 

303 

316 

American  Foods  Group 

304 

283 

Areata 

305 

■ 

Fiesta  Mart 

306 

372 

Guess? 

307 

374 

Haworth 

308 

325 

MediaNews  Group 

309 

296 

•  Tracor 

310 

■ 

Quality  King  Distributors 

fabrics,  electronics,  indus  &  med  prods 

consulting,  reinsurance 

auto  dealerships 

mining  &  industrial  equip 

steel,  aluminum  &  plastic  containers 

alternative  producer  of  elec  &  steam  energy 

general  contracting,  construction 

metal  fabricating.electronics.commun,  paints 

grocery  stores 

real  estate,  media,  investments 

department  stores 

furniture,  accessories,  rugs 

auto  rental 

general  contract,  construct  mgmt,  design 

cooling  towers,  boilers,  pumps,  heating  equip 

mattresses,  waterbeds,  sofa  beds 

general  contracting,  construction  mgmt 

insurance 

restaurants 

general  contracting,  construct  mgmt 

foam  cups,  plastic  prods 

auto  &  industrial  batteries 

discount  stores 

engineering,  consulting,  business  sves 

reference  books,  educational  sves 

auto  dealerships 

grocery  stores 

petroleum  prods,  convenience  stores 

medical  &  electronic  equip 

real  estate  development  &  management 

auto  parts 

Mayflower  moving  sves,  bus  transportation 

publishing,  info  systems,  mail  handling  equip 

metal  fabricating,  steel 

food  distributor 

coal  mining,  oil  drilling,  real  estate 

distilled  spirits  &  wine 

meatpacking 

book  &  magazine  printing 

grocery  stores 

apparel 

office  furniture 

newspapers 

defense  electronics,  engineering 

health  &  beauty  aids,  pharmaceuticals 

e:  Estimate.     'Announced  plans  to  go  public.    »ln  Chapter  11.    ^Formerly 


$670 

5,450 

670 

5,000 

668 

830 

668 

4,700 

658 

4,420 

657e 

1,300 

657 

142 

651 

6,700 

650e 

4,100 

650 

5,500 

650e 

8,000 

650 

9,000 

645 

5,500 

643 

1,670 

642 

4,800 

642 

4,500 

640 

400 

639 

1,570 

633 

3,000 

630 

581 

630e 

3,000 

630e 

6,400 

627 

3,200 

627 

12,800 

627e 

2,300 

627e 

115 

625 

5,100 

625 

1,605 

623e 

5,500 

620e 

4,000 

619 

6,800 

618 

2,800 

612 

5,934 

610 

4,200 

607 

3,662 

605 

1.280 

602 

288 

600e 

1,374 

600 

7,200 

600 

5,300 

600 

1,800 

600 

4,500 

600e 

600 

600e 

7,000 

598e 

460 

266 


Forbes  ■  December  °.  l°°l 
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You  are  free  of  bankcard  debt 

and  the  eternity  of  revolving  interest  payments. 

Your  financial  life  is  under  control. 

You  are  calm. 


The  Card. 
The  American  Express"  Card. 


Ml 

JL1LA±^^^^HI 

—Rank— 

Company                                     Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

311 

313 

LL  Bean                                       Leon  A  Gorman 

$597 

3,200 

outdoor  sporting  goods  retailing  &  marketing 

312 

347 

•  Hall-Mark  Electronics                    Joseph  W  Semmer 

595 

1,450 

electronic  components,  computer  systems 

313 

340 

Lykes  Bros                                   Thompson  L  Rankin 

594e 

3,000 

food  processing,  insurance 

314 

287 

Flying  J                                        Robert  Anderson 

592 

4,000 

integrated  petroleum 

315 

375 

294 

Mennen                                       L  Donald  Home 
•  AFG  Industries                              RD  Hubbard 

588e 

3,000 

personal  care  products,  paper  goods 
flat  glass  manufacturing 

316 

584 

4,100 

317 

390 

QuikTrip                                      Chester  Cad ieux 

584 

1,901 

convenience  stores,  gasoline  retailing 

318 

■ 

•  Republic  Engineered  Steels            Russell  W  Maier 

582 

4,725 

steel  products 

319 

322 

Georgetown  Industries                   Roger  R  Regelbrugge 

581 

3.500 

steel  mfg,  lumber  distrib,  home  furnishings 

320 

■ 

GF  Industries                               Wilfred  Uytengsu 

580e 

4,000 

snacks  &  biscuits 

321 

321 

Jordache  Enterprises                     J  Nakash 

580 

3,000 

apparel 

322 

■ 

Ravenswood  Aluminum                  R  Emmett  Boyle 

579 

1,600 

aluminum 

323 

333 

ICC  Industries                              John  J  Farber 

578 

1,400 

chemicals 

324 

346 

Georgia  Crown  Distributing             Donald  M  Leebern  Jr 

578e 

1,600 

beverage  distribution 

325 

331 
339 

•  Morse  Shoe1                                 Manuel  Rosenberg 

577 

4,000 
4,000 

shoes 

packaging,  plastics,  forest  prods,  printing 

326 

Menasha                                      WH  Drew 

577 

327 

290 

McCarthy                                     Michael  M  McCarthy 

575 

650 

general  contracting,  construction  mgmt 

328 

393 

Rosenthal  Cos                               Robert  M  Rosenthal 

575 

1,200 

auto  dealerships 

329 

344 

Chemcentral                                 H  Daniel  Wenstrup 

565 

780 

chemical  distributing 

330 

341 

Rock-Tenn                                   A  Worley  Brown 

564 

4,934 

paperboard  &  packaging  prods 

331 

337 

Crawford  Fittings                           FJ  Callahan 

560e 

5,000 

valves,  pipe  fittings 

332 

282 

AmeriServ                                    John  P  Lewis 

558 

1,200 

food  distributing 

333 

314 

•Jim  Walter                                   Dennis  M  Ross 

555 

3,000 

building  materials 

334 

■ 

Sullivan  Graphics                          James  T  Sullivan 

554 

4.060 

printing 

335 

349 

Topa  Equities  Ltd 

John  E  Anderson 
HB  Wehrle  III 

553 
553 

1,100 

insurance,  financial  svcs.  beverage  distrib 

336 

399 

McJunkin 

1,200 

distrrb  piping  &  electrical  equip 

337 

■ 

•  Almacs  Supermarkets                    Greg  Mays 

551 

4,247 

grocery  stores 

338 

■ 

Bashas'                                        Edward  N  Basha  Jr 

550e 

4.500 

grocery  stores 

339 

376 

Morse  Diesel  International              Donald  H  Piser 

550 

525 

construction,  consulting 

340 

■ 

Ormet                                          R  Emmett  Boyle 

550 

2,200 

aluminum  billets 

341 

380 

Titan  Industrial                             Michael  S  Levin 

550e 

380 

steel  marketing 

342 

378 

S&P                                          Lutz  Isslieb 

550 

3.000 

Pabst.  Falstaff  &  Pearl  beers,  real  estate 

343 
344 

354 
356 

Phrirl  Oil                                                                  2 

549e 
544 

750 
4.700 

oil  &  gas  exploration 
sausage  casings,  plastics 

r  IdL  lu  \J\\ 

•  Envirodyne  Industries                    Donald  P  Kelly 

345 

397 

ER  Carpenter                                Stanley  F  Pauley 

543 

8.500 

polyurethane  foam 

346 

362 

Dr  Pepper/Seven-Up  Cos                John  R  Albers 

540 

875 

soft  drinks 

347 

359 

Wawa                                          Richard  D  Wood  Jr 

540 

2,100 

convenience  stores 

348 

■ 

West  Publishing                            Dwight  D  Opperman 

540e 

4.000 

law  books,  college  textbooks.  Westlaw 

349 

384 

Sverdrup                                       Brice  R  Smith  Jr 

540 

5.100 

engineering,  architec.  construct,  tech  svcs 

350 

392 

■ 

Leo  Burnett 

Hall  Adams  Jr 
William  Mow 

532 
530 

6.200 
1,620 

advertising 
apparel 

351 

Bugle  Boy 

352 

381 

Treasure  Chest  Advertising              Sanford  G  SJieller 

530 

3.201 

printing  circulars 

353 

355 

Wheaton  Industries                       Robert  I  Veghte 

530e 

8.000 

glass  manufacturing,  plastics 

354 

■ 

MTS                                              Russ  Solomon 

528 

5.040 

retails  records,  books,  videos 

355 

358 
on  last ) 

Lewis  Homes  Group                        John  M  Goodman 

528 

688 

residential  construction,  real  estate  devel 
jrrently  no  chief  executive. 

■  Not 

gear's  list.    »Went  private 

via  leveraged  buyout  since  1986. 

e:  Estimate     'In  Chapter  11.    »Ci 

1 
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«• 

In  1938,  when  a  Martian  invasion  threatened  the  world,  Allendale 
had  been  insuring  planet  Earth  for  103  years. 


On  that  uncertain  October  evening  back  in  '38  when 
Orson  Welles'  incredible  broadcast  proved  the  power  of  radio, 
Allendale  had  been  a  credible  property  insurer  for  103  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordinary 


insurance  company.  Commitment  to  our  insureds  goes  well 
beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/ Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 
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— Rank— 

Company 

Chief  executive 

Revenues 

Employees 

Business 

this 

last 

($mil) 

year 

year 

356 

299 

Inland  Group 

Daniel  L  Goodwin 

$528 

900 

brokerage,  management,  syndication,  finance 

357 

345 

DiFeo  Automotive  Group 

Sam  DiFeo 

527 

1,067 

auto  dealerships 

358 

335 

Asplundh  Tree  Expert 

Edward  K  Aspiundh 

525e 

14,000 

tree  trimming  for  electric  utilities 

359 

■ 

•CarrGottstein  Foods 

John  J  Cairns 

525e 

2,450 

grocery  stores,  food  distrib,  liquor  retailing 

360 

398 

Rugby-Darby  Group  Cos 

Michael  Ashkm 

525e 

2,400 

wholesales  generic  drugs 

361 

254 

Shapell  Industries 

Nathan  Shapell 

522 

220 

land  developing,  construction 

362 

■ 

Harbour  Group  Ltd 

Sam  Fox 

520 

4,600 

medical  prods,  cutting  tools,  pumps 

363 

311 

North  Pacific  Lumber 

TJ  Tomjack 

520 

354 

forest,  agriculture  &  steel  prods  wholesaling 

364 

394 

Walbridge,  Aldinger 

John  Rakolta  Jr 

520 

1,470 

general  contracting,  construct  &  program  mgmt 

365 

■ 

D'Arcy  Masius  Benton  &  Bowles 

Roy  Bostock 

517 

5,500 

advertising 

366 

■ 

CompuAdd 

Bill  H  Hayden 

516 

1,500 

mfg  &  retailing  microcomputers  &  equipment 

367 

352 

CC  Industries 

Neele  E  Stearns 

515 

5,600 

home  furnishings,  paper,  real  estate 

368 

350 

Ailing  &  Cory 

Samuel  T  Hubbard  Jr 

515 

1,202 

paper,  packaging,  business  prods 

369 

366 

Esstar 

Robert  A  Haversat  Sr 

510 

4,000 

hardware 

370 

353 

MTD  Products 

Curtis  E  Moll 

510e 

4,500 

outdoor  power  equipment 

371 

■ 

Dick  Corp 

Dorsey  W  Dick 

508 

2,500 

commercial  &  industrial  construction 

372 

370 

Booz,  Allen  &  Hamilton 

William  Stasior 

507 

4,100 

management  &  technology  consulting 

373 

■ 

Swinerton  &  Walberg 

MiloS  Gates 

505 

1,014 

general  contracting 

374 

328 

Hensel  Phelps  Construction 

Jerry  L  Morgensen 

504 

1,995 

commercial  construction 

375 

343 

Aarque  Cos 

RQuintus  Anderson 

500e 

2,700 

metal  fabricating 

376 

258 

Harbert 

Raymond  J  harbert 

500e 

2,200 

commercial  construct,  real  est  devel 

377 

338 

Irvine 

Donald  Bren 

500 

350 

real  estate  development 

378 

365 

WB  Johnson  Properties 

William  B  Johnson 

500e 

14,000 

Ritz  Carlton  hotels,  restaurants 

379 

377 

Parsons  &  Whittemore 

George  Landegger 

500 

1,500 

pulp  &  paper,  industrial  machinery 

380 

235 

•  Pullman 

William  Turner 

500 

6,200 

transportation  equip,  auto  parts 

381 

■ 

Washington  Steel1 

Thomas  C  Graham 

500 

1,200 

steel  products 

382 

383 

Whiting-Turner  Contracting 

Wilard  Hackerman 

500 

1,250 

general  contracting  &  construction  mgmt 

383 

■ 

Ziff  Communications 

William  B  Ziff  Jr 

500e 

2,300 

magazines,  direct  marketing 

384 

■ 

•  Pay'NPak2 

John  Markley 

498 

3,350 

home  improvement  centers 

385 

■ 

•  Buttrey  Food  &  Drug 

Edward  C  Agriew 

496e 

2,700 

grocery  stores 

386 

386 

Austin  Industries 

William  T  Solomon 

495 

6,000 

general  contracting  &  construction  mgmt 

387 

368 

Arcadian 

R  James  Comeaux 

491 

1,133 

fertilizers  &  industrial  chemicals 

388 

■ 

Flint  Ink 

Robert  H  Flint 

490 

2,510 

printing  ink 

389 

387 

Pepper  Cos 

Richard  S  Pepper 

490e 

1,000 

general  contracting 

390 

389 

Sierra  Pacific  Industries 

Red  Emmerson 

490 

2,400 

lumber  wholesaling 

391 

■ 

Mary  Kay  Cosmetics 

Richard  R  Rogers 

487 

1,722 

cosmetics 

392 

396 

Freedom  Newspapers 

DR  Segal 

485e 

5,200 

publishing,  tv 

393 

■ 

Chemoil 

Robert  V  Chandran 

482 

120 

marine  fuel  supply 

394 

288 

Koll 

Donald  M  Koll 

482 

1,043 

real  estate  development 

395 

■ 

Perry  H  Koplik  &  Sons 

Michael  R  Koplik 

481 

67 

forest  products 

396 

■ 

Esprit  de  Corp 

Isaac  Stein 

480 

1,200 

apparel 

397 

■ 

Baker  &  McKenzie 

Robert  Cox 

478 

4,842 

law  offices 

398 

323 

•  Lear  Siegler 

William  J  Turner 

478 

4,000 

industrial  equip,  material  handling  systems 

399 

■ 

Journal  Communications 

Thomas  J  McCoilow 

477 

4.300 

newspapers,  broadcasting,  printing 

400 

■ 

Dobbs  Brothers  Management 

Jimmy  Dobbs  HI 

476 

1,300 

auto  dealerships 
tamless.     *ln  Chapter  1 1                                                 *, 

■  Not 

on  last  year's  list.    •Went  private  via  leveraged  buyout  since  ly8b 

e:  Lstimate.     'Formerly  Mercury  S 

270 
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The  New  Citation  X  Is  Unlike 

Any  Other  Business  Jet  InThe  Sky. 

Or  QnThe  Drawing  Board. 


Operating  at  speeds  up  to  Mach .  9  (nearly  The  GM/Allison  engines  are  also  com- 

600  mph),  the  Citation  X  is  the  fastest  business     pletely  new.  Designed  for  the  demands  of 


jet  in  the  world. 

Amazingly,  the  Citation  X  also  delivers 
greater  range  at  higher  speeds.  New  York-to- 
London  in  under  seven  hours,  for  example. 
No  other  business  jet  takes  you  farther  in  less 
time  and  on  less  fuel. 

Why  is  the  Citation  X  so  far  ahead  of  other 
"new"  jets?  Because  it's  one  business  jet  for  the 
'90s  that  wasn't  designed  around  technology 
from  the  '60s.  The  new  Citation  X  truly  is  new. 

The  wing  is  a  totally  new  design,  based  on 
proven  supercritical  technology.  One  major 
reason  why  the  Citation  X  achieves  its  remark- 
able speed  is  the  wing  sweep  —  greater  than 
that  of  any  other  business  jet.  And  high-speed 
wind-tunnel  tests  have  already  verified  that  the 
wing  will  perform  exactly  as  promised. 


airline  use,  they're  exceptionally  reliable.  And 
initial  test  runs  have  confirmed  that  they're 
nearly  20  percent  more  fuel  efficient  than 
older,  less  powerful  engines. 

There's  an  array  of  new  technology  on  the 
Citation  X  flight  deck,  including  a  dual  digital 
autopilot/flight  director/EICAS  system,  with 
five  8x7-inch  EFIS  displays. 

And  the  elegant  new  Citation  X  cabin  is 
almost  six  feet  longer  than  midsize  Citations. 
With  a  stand-up  aisle  that  extends  from  the 
hardwood  galley  to  the  spacious  aft  lav. 

The  fast,  efficient  Citation  X  gives  you 
the  ability  to  fly  long-range  missions  in  the 
kind  of  superb  comfort  of  a  $25  million 
business  jet.  But  in  much  less  time.  And  on 
much,  much  less  fuel. 


Yet  incredibly,  the  Citation  X  is  priced  at  just 
$11.85  million,  less  interior. 

Small  wonder  that  corporations  all  over  the 
world  have  already  placed  orders  for  this  extra- 
ordinary new  aircraft.  And  with  the  aircraft 
already  being  assembled  for  its  first  flight  in 
1993,  the  Citation  X  is  exactly  on  schedule  for 
first  deliveries  by  1995. 

For  a  technical  presentation  in  your  office, 
showing  how  the  Citation  X  would  perform 
in  handling  your  corporate  travel  plans,  call 
1-800-4-CESSNA.  Or  write  to  Roy  H.  Norris, 
Senior  Vice  President  of  Marketing,  Cessna 
Aircraft  Co.,  P.O.  Box  7706,  Wichita,  KS  67277. 

Citation  X      51 

Cessna 
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The  alphabetical  listing  below  cross-references 

the  sales  ranking  that  begins 

on  page  254.  For  those  companies 

taken  private  since  1986, 

we  give  the  year  of  the  transaction. 


Company 
A-Mark  Financial 

Rank 
159 

Company 

Rank 

Company 

Rank 

Ailing  &  Cory 

368 

Ampex(1987) 

243 

100  Wilshire  Boulevard,  3rd  Floor 

PO  Box  20403 

401  Broadway 

Santa  Monica,  CA  90401 

Rochester,  NY  14602 

Redwood  City,  CA  94063 

310-319-0200 

716-454-1880 

415-367-4150 

Aarque  Cos 

375 

Almacs  Supermarkets  (1991) 

337 

Amsted  Industries  (1986) 

209 

PO  Box  310 

One  Noyes  Street 

205  N  Michigan  Ave 

Jamestown,  NY  14701 

East  Providence,  Rl  02916 

Chicago,  IL  60601 

716-664-6014 

401-438-2700 

312-645-1700 

ABCO  Markets 

256 

Amerco 

166 

Amway 

46 

3001  West  Indian  School  Road 

1325  Airmotive  Way,  Suite  100 

7575  Fulton  Street  East 

Phoenix,  AZ  85017 

Reno,  NV  89502 

Ada,  Ml  49355 

602-222-1600 

702-688-6300 

616-676-6000 

Advance  Publications 

33 

American  Financial 

6 

Andersen  Corp 

211 

950  Fingerboard  Road 

One  East  Fourth  Street 

100  Fourth  Avenue  North 

Staten  Island,  NY  10305 

Cincinnati,  OH  45202 

Bayport,  MN  55003 

718-981-1234 

513-579-2121 

303 

612-439-5150 

AFG  Industries  (1988) 

316 

American  Foods  Group 

Arthur  Andersen  &  Co,  SC 

21 

301  Commerce  Street,  Suite  3300 

544  Acme  Street 

1345  Sixth  Avenue 

Fort  Worth,  TX  76102 

Green  Bay,  Wl  54308 

New  York,  NY  10105 

817-332-5006 

414-437-6330 

212-708-4000 

265 

Alamo  Rent  A  Car 

278 

American  Protection  Industries 

220 

Andersons 

110  South  East  Sixth  Street 

12233  W  Olympic  Boulevard,  Suite  380 

1200  Dussel  Drive 

Fort  Lauderdale,  FL  33301 

Los  Angeles,  CA  90064 

Maumee.  OH  43537 

305-522-0000 

213-442-5700 

419-893-5050 

Alco  Health  Services  (1989) 

42 

American  Standard  (1988) 

29 

Anschutz 

52 

PO  Box  959 

11 14  6th  Avenue,  19th  Floor 

555  17th  Street.  Suite  2400 

Valley  Forge,  PA  19482 

New  York,  NY  10036 

Denver,  CO  80202 

215-296-4480 

212-703-5100 
AmeriServ 

332 

303-298-1000 

John  Alden  Financial 

115 

AppleTree  Markets 

202 

7300  Corporate  Center  Drive 

13355  Noel  Road,  Suite  2225 

4301  Windtern  Lane 

Miami,  FL  33126 

Dallas,  TX  75240 

Houston,  TX  77041 

305-470-3100 

214-385-8595 

713-460-5000 
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Our  smartest  instincts 

for  the  future 

run  to  natural  gas. 

Clean-burning  and  abundant,  natural  gas  provides  us 

with  hope  for  a  safer  environment  and  a 

more  energy  independent  America.  Clearly,  natural 

gas  should  be  the  fuel  of  the  1990s.  And  Enron 

will  be  there  to  provide  it. 

With  $13  billion  in  revenues  and  backed  by  $10  billion 

in  assets,  Enron  Corp.  operates  the  nation's  largest 

natural  gas  transmission  system  and  markets  natural  gas 

and  liquid  fuels,  crude  oil  and  refined  products  nationally 

and  worldwide.  We  also  are  a  large  independent  producer 

of  natural  gas  through  Enron  Oil  &  Gas  Company  and 

are  one  of  the  largest  independent  developers  and 

producers  of  electricity  in  the  U.S.  and  the  U.K. 

Working  natural  wonders  in  the  energy  world. 


CORP 


Houston,  Texas 
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Company 

ARA  Services 

The  ARA  Tower,  1101  Market  Street 
Philadelphia,  PA  19107 
215-238-3000 

Rank 
20 

Company 

BE&K 

2000  International  Park  Drive 
Birmingham,  AL  35243 
205-969-3600 

Rank 
228 

Arcadian 

6750  Poplar  Avenue,  Suite  600 

Memphis,  TN  38138 

901-758-5200 

387 

LL  Bean 

Casco  Street 
Freeport.  ME  04033 
207-865-4761 

311 

Areata 

601  California  Street,  Suite  1800 

San  Francisco,  CA  94108 

415-781-4200 

Arkansas  Best  (1988) 
1000  South  21st  Street 
Fort  Smith,  AR  72901 
501-785-6000 

Asplundh  Tree  Expert 

708  Blair  Mill  Road 
Willow  Grove,  PA  19090 
215-784-4200 

Associated  Metals  &  Minerals 
Three  North  Corporate  Park  Drive 
White  Plains,  NY  10604 
914-251-5400 

Austin  Industries 
PO  Box  1590 
Dallas,  TX  75221 
214-443-5500 

Avis  (1987) 

900  Old  Country  Road 

Garden  City,  NY  11530 

516-222-3000 

Bacardi  Imports 
2100  Biscayne  Boulevard 
Miami,  FL  33137 
305-573-8511 

Baker  &  McKenzie 

One  Prudential  Plaza,  Suite  3900 
Chicago,  IL  60601 
312-861-8800 

Barton  Malow 
PO  Box  5200 
Detroit,  Ml  48235 
313-351-4500 

Bashas' 
PO  Box  488 
Chandler,  AZ  85244 
602-895-9350 

Bath  Iron  Works 
700  Washington  Street 
Bath,  ME  04530 
207-443-3311 

Battelle  Memorial  Institute 
505  King  Avenue 
Columbus,  OH  43201 
614-424-6424 


304  Bechtel  Group  11 

PO  Box  193965 
San  Francisco,  CA  94119 
415-768-1234 

199  Beef  America  75 

5600  Harry  Anderson  Avenue 
Omaha,  NE  68137 
402-896-2400 

358  Belk  Stores  Services  50 

2801  West  Tyvola  Road 
Charlotte,  NC  28217 
704-357-1000 

250  Bell  &  Howell  (1988)  298 

5215  Old  Orchard  Road 
Skokie,  IL  60077 
708-470-7100 

386  Best  Products  (1988)  73 

PO  Box  26303 
Richmond,  VA  23260 
804-261-2000 

116  Big  V  Supermarkets  (1987)  274 

176  North  Main  Street 
Florida,  NY  10921 
914-651-4411 

302  Booz,  Allen  &  Hamilton  372 

101  Park  Avenue 
New  York,  NY  10178 
212-697-1900 

397  Border  Fuel  Supply  251 

6400  S  Fiddler's  Green  Circle,  Suite  800 
Englewood,  CO  80111 
303-770-1600 

285  Borg- Warner  (1987)  53 

200  South  Michigan  Avenue 
Chicago,  I L  60604 
312-322-8500 

338  Braman  Enterprises  268 

2800  Biscayne  Boulevard 
Miami,  FL  33137 
305-576-2051 

198  Brenlin  Group  299 

670  West  Market  Street 
Akron,  OH  44303 
216-762-2420 

240  Brookshire  Grocery  252 

POBox  1411 
Tyler,  TX  75710 
903-534-3000 


Company  Rank 

Budget  Rent  a  Car  (1989)  167 

200  North  Michigan  Avenue 
Chicago,  IL  60601 
312-580-5000 

Bugle  Boy  351 

2900  Madera  Road 
Simi  Valley.  CA  93065 
805-582-1010 

Burlington  Industries  (1987)  55 

3330  West  Friendly  Avenue 
Greensboro,  NC  27410 
919-379-2000 

Leo  Burnett  350 

35  West  Wacker  Drive 
Chicago,  IL  60601 
312-220-5959 

Buttrey  Food  &  Drug  (1990)  385 

601  Sixth  Street  SW 
Great  Falls.  MT  59403 
406-761-3401 

C&S  Wholesale  Grocers  153 

Old  Ferry  Road 
Brattleboro,  VT  05301 
802-257-4371 

Cargill  1 

PO  Box  9300 
Minneapolis,  MN  55440 
612-475-7575 

Carlson  Cos  17 

Carlson  Parkway.  PO  Box  59159 
Minneapolis,  MN  55459 
612-540-5000 

ER  Carpenter  345 

PO  Box  27205 
Richmond,  VA  23261 
804-359-0800 

Carr  Gottstein  Foods  ( 1 990)  359 

6411  A  Street 
Anchorage.  AK  99518 
907-561-1944 

Catalyst  Energy  (1988)  271 

535  Madison  Avenue.  18th  Floor 
New  York.  NY  10022 
212-826-8600 

Caterair  International  146 

7811  Montrose  Road,  Suite  400 
Potomac.  MD  20854 
301-309-2800 

CC  Industries  367 

222  North  LaSalle  Street 
Chicago.  IL  60601 
312-855-4000 

Charter  Medical  (1988)  117 

577  Mulberry  Street 
Macon.  GA  31298 
912-742-1161 
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Company                                                Rank 

Chase  Enterprises                                    275 

One  Commercial  Plaza 
Hartford,  CT  06103 
203-549-1674 

Company                                              Rank 

Company 

Rank 

Continental  Grain                                       3 

277  Park  Avenue 
New  York,  NY  10172 
212-207-5100 

Delaware  North  Cos 

438  Main  Street 
Buffalo,  NY  14202 
716-858-5000 

96 

Chemcentral                                            329 

7050  West  71st  Street 
Chicago,  IL  60638 
708-594-7000 

Coopers  &  Lybrand                                    18 

1301  Sixth  Avenue 
New  York,  NY  10019 
212-536-2000 

Deloitte  &  Touche 

10  Westport  Road 
Wilton,  CT  06897 
203-761-3000 

25 

Chemoil                                                  393 

Four  Embarcadero  Center,  Suite  2450 
San  Francisco,  CA  941 11 
415-956-3834 

Coulter  Electronics                                 294 

600  Coulter  Way 
Hialeah,  FL  33010 
305-885-0131 

DeMoulas  Super  Markets 

875  East  Street 
Tewksbury,  MA  01876 
508-851-7381 

112 

Chicago  &  North  Western  Transp  (1989)       173 
One  North  Western  Center 
Chicago,  IL  60606 
312-559-7000 

Cox  Enterprises                                        62 

PO  Box  105357 
Atlanta,  GA  30348 
404-843-5123 

DHL  Worldwide  Express 

333  Twin  Dolphin  Drive 
Redwood  City,  CA  94065 
415-593-7474 

59 

Chilewich  Sons                                        212 

Twelve  Water  Street 
White  Plains,  NY  10601 
914-997-2000 

Crawford  Fittings                                    331 

29500  Solon  Road 
Solon,  OH  44139 
216-248-4600 

Dick  Corp 

PO  Box  10896 
Pittsburgh,  PA  15236 
412-384-1000 

371 

Clark  Enterprises                                      127 

7500  Old  Georgetown  Road 
Bethesda,  MD  20814 
301-657-7100 

Crowley  Maritime                                    129 

155  Grand  Avenue 
Oakland,  CA  94612 
415-251-7500 

DiFeo  Automotive  Group 

585  Route  440 
Jersey  City,  NJ  07304 
201-433-9297 

357 

ClubCorp  International                              242 

3030  LBJ  Freeway 
Dallas,  TX  75234 
214-243-6191 

Crown  American                                     219 

Pasquerilla  Plaza 
Johnstown,  PA  15907 
814-536-4441 

DiGiorgio  (1990) 
Two  Executive  Drive 
Somerset,  NJ  08873 
908-469-4444 

130 

Coca-Cola  Bottling  Co  of  Chicago                238 

7400  North  Oak  Park  Avenue 
Chicago,  IL  60648 
312-775-0900 

Cullum  Cos  (1988)                                   134 

14303  Inwood  Road 
Dallas,  TX  75244 
214-661-9700 

Dillingham  Construction  (1987) 
5960  Inglewood  Drive 
Pleasanton,  CA  94588 
415-463-3300 

175 

Coltec  Industries  (1988)                             90 

430  Park  Avenue 
New  York,  NY  10022 
212-940-0400 

CompuAdd                                              366 

12303  Technology  Boulevard 
Austin,  TX  78727 
512-250-1489 

Cumberland  Farms                                   72 

777  Dedham  Street 
Canton.  MA  02021 
617-828-4900 

Dobbs  Brothers  Management 

5170  Sanderlin  Avenue,  Suite  102 
Memphis,  TN  38117 
901-685-8881 

400 

D'Arcy  Masius  Benton  &  Bowles                 365 

1675  Broadway 
New  York,  NY  10019 
212-468-3622 

Dr  Pepper/Seven-Up  Cos 

8144  Walnut  Hill  Lane 
Dallas,  TX  75231 
214-360-7000 

346 

Cone  Mills                                              262 

1201  Maple  Street 
Greensboro,  NC  27405 
919-379-6220 

Dart  Container                                       286 

1952  Field  Road 
Sarasota,  FL  34231 
813-925-2066 

Dominick's  Finer  Foods 

505  Railroad  Avenue 
Northlake,  IL  60164 
708-562-1000 

64 

Connell                                                   160 

45  Cardinal  Drive 
Westfield,  NJ  07090 
908-233-0700 

Day  &  Zimmermann                                289 

1818  Market  Street 
Philadelphia,  PA  19103 
215-299-8000 

Domino's  Pizza 

30  Frank  Lloyd  Wright  Drive 
Ann  Arbor,  Ml  48105 
313-930-3030 

133 

Connell  Limited  Partnership                       190 

One  International  Place,  31st  Floor 
Boston,  MA  02110 
617-737-2700 

Edward  J  DeBartolo                                    99 
7620  Market  Street 
Youngstown,  OH  44513 
216-758-7292 

Drummond 

PO  Box  1549 
Jasper,  AL  35501 
205-387-0501 

234 

Continental  Cablevision                             177 

The  Pilot  House,  Lewis  Wharf 
Boston,  MA  021 10 
617-742-9500 

Del  Monte  Foods  (1990)                            93 

One  Market  Plaza 

San  Francisco,  CA  94105 

415-442-4000 

Duchossois  Industries 

845  Larch  Avenue 
Elmhurst,  IL  60126 
708-279-3600 

224 
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Company 

Rank 
76 

Company                                               Rank 

Company 

Rank 

Dunavant  Enterprises 

PO  Box  443 
Memphis,  TN  38101 
901-369-1500 

Esstar                                                     369 

555  Long  Wharf  Drive,  Suite  12 
New  Haven,  CT  06511 
203-777-2274 

Freedom  Newspapers 

PO  Box  19549 
Irvine,  CA  92713 
714-553-9292 

392 

DynCorp(1987) 

2000  Edmund  Halley  Drive 
Reston,  VA  22091 
703-264-0330 

241 

Est.ee  Lauder  Cos                                        58 

767  Fifth  Ave 

New  York,  NY  10153 

212-572-4200 

Furr's  Supermarkets  (1991) 
PO  Box  10267 
Albuquerque,  NM  87184 
505-344-6525 

186 

Dyson-Kissner-Moran 

230  Park  Avenue 
New  York,  NY  10169 
212-661-4600 

45 

Ethan  Allen  (1989)                                   277 

Ethan  Allen  Drive 
Danbury,  CT  06813 
203-743-8000 

GAFU989) 
1361  Alps  Road 
Wayne,  NJ  07470 
201-628-3000 

181 

Eby-Brown  Cos 
1001  Sullivan  Road 
Aurora,  IL  60507 
708-897-8792 

147 

Exide                                                      287 

PO  Box  14205 
Reading,  PA  19612 
215-378-0500 

E&J  Gallo  Winery 
POBox  1130 
Modesto,  CA  95353 
209-579-3111 

136 

Jack  Eckerd  (1986) 

PO  Box  4689 
Clearwater,  FL  34618 
813-397-7461 

32 

Farley  Industries                                     191 

233  South  Wacker  Drive,  Suite  5000 
Chicago,  IL  60606 
312-876-7000 

Gates 

PO  Box  5887 
Denver,  CO  80217 
303-744-1911 

100 

84  Lumber 

PO  Box  8484 

Eighty  Four,  PA  15384 

412-228-8820 

226 

Farm  Fresh  (1988)                                  233 
7530  Tidewater  Drive 
Norfolk,  VA  23505 
804-480-6700 

General  Instrument  (1990) 

181  West  Madison,  49th  Floor 
Chicago,  IL  60602 
312-541-5000 

106 

Elder-Beerman  Stores  (1987) 
3155  El-Bee  Road 
Dayton,  OH  45439 
513-296-2700 

276 

Fidelity  Investments                                 108 

82  Devonshire  Street 
Boston,  MA  02109 
617-570-7000 

Georgetown  Industries 

1901  Roxborough  Road 
Charlotte,  NC  28211 
704-366-6901 

319 

Encyclopaedia  Britannica 

310  South  Michigan  Avenue 
Chicago,  IL  60604 
312-347-7000 

290 

Fiesta  Mart                                            305 

5235  Kety  Freeway 
Houston,  TX  77007 
713-869-5060 

Georgia  Crown  Distributing 

PO  Box  7908 
Columbus,  GA  31908 
404-568-4580 

324 

Enterprise  Rent-A-Car 
8850  Ladue  Road 
St  Louis,  MO  63124 
314-863-7000 

150 

Flint  Ink                                                  388 

25111  Glendale  Avenue 
Detroit,  Ml  48239 
313-538-6800 

Flying  J                                                 314 

PO  Box  678 

Brigham  City,  UT  84302 

801-734-6400 

GF  Industries 
930  98th  Avenue 
Oakland,  CA  94603 
415-635-5400 

320 

Envirodyne  Industries  (1989) 
701  Harger  Road,  Suite  121 
Oak  Brook,  IL  60521 
708-575-2400 

344 

Giant  Eagle 

101  Kappa  Drive 
Pittsburgh,  PA  15238 
412-963-6200 

86 

Epic  Healthcare  Group 

PO  Box  650398 
Dallas,  TX  75265 
214-443-3333 

105 

Food  4  Less                                               34 

250  West  First  Street,  Suite  210 
Claremont,  CA  91711 
714-626-8776 

Gilbane  Building 
Seven  Jackson  Walkway 
Providence,  Rl  02940 
401-456-5800 

110 

Ernst  &  Young 

277  Park  Avenue 
New  York,  NY  10172 
212-773-3000 

12 

Foodmaker(1988)                                    124 

PO  Box  783 

San  Diego,  CA  92112 

619-571-2121 

Gillett  Holdings 

555  17th  Street,  Suite  3300 

Denver,  CO  80202 

303-292-0045 

231 

Esprit  de  Corp 

900  Minnesota  Street 
San  Francisco,  CA  94107 
415-648-6900 

396 

Fort  Howard  (1988)                                  128 

POBox  19130 
Green  Bay,  Wl  54307 
414-435-8821 

Global  Petroleum 
800  South  Street 
Waltham,  MA  02154 
617-894-8800 

40 

Essex  Group  (1988) 

PO  Box  1601 

Fort  Wayne,  IN  46801 

219-461-4000 

165 

Frank  Consolidated  Enterprises                     91 

666  Garland  Place 
DesPlaines,  IL  60016 
708-699-7000 

Golden  State  Foods 

234  East  Colorado  Boulevard,  Suite  800 

Pasadena,  CA  91 101 

818-793-3135 

152 

276 
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ImagineOwning  A  Copier  That  Copies 
Reports  Cover  To  Cover  For  Only  $14.75*A  Day 


RicohHasMadelt  A  Reality 


, 


R1COHFT6750 


overs  your  reports 


Imagine  a  copier  that  automatically  feeds,  edits,  sorts, 
makes  double-sided  copies,  staples  and  covers  your  reports  as 
easy  as  1-2-3. 

Imagine  getting  all  this  work  done 
at  a  speed  of  52  copies  per  minute  and 
getting  your  first  copy  in  just  3.6  seconds.  **"*     free 

Think  of  the  dramatic  improvement 
in  productivity  your  company  would  experience  since 
your  employees  wouldn't  have  to  stand  around  the 
copier  all  day  to  get  their  reports  done. 

Now  imagine  putting  the  RICOH  FT6750  copier 
in  your  office  for  a  lower  cost  than  you  could  ever 
imagine— only  $14.75  a  day. 

Call  1-800-63-RICOH,  ext.  1251  and  make  it  a  reality. 

And  if  you  call  now  you'll  get  a  free  video  that  shows  just 
how  much  the  RICOH  FT6750  can  do  for  your  office. 


KD©i 


in® 
JL 

Where  Imagination  Becomes  Reality 

1-800-63-RICOH 

ext.  1251 


*  Based  on  suggested  retail  price  for  copier,  recycling  document  handler  and  finisher  over  a  5-year  period. 
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Company 

Rank 

Company 

Rank 

Company 

Rank 

Goldman,  Sachs  &  Co 

85  Broad  Street 
New  York,  NY  10004 
212-902-1000 

16 

H  Group  Holding 

200  West  Madison  Street,  39th  Floor 
Chicago,  IL  60606 
312-750-1234 

37 

Hendrick  Management 
PO  Box  18649 
Charlotte,  NC  28218 
704-568-5550 

264 

Golodetz 

666  Fifth  Avenue 
New  York,  NY  10103 
212-581-2400 

113 

Hale-Halsell 

PO  Box  582898 
Tulsa,  OK  74158 
918-835-4484 

300 

Hensel  Phelps  Construction 

420  Sixth  Avenue,  PO  Box  0 
Greeley,  CO  80632 
303-352-6565 

374 

Golub 

PO  Box  1074 
Schenectady,  NY  12301 
518-355-5000 

137 

Hall-Mark  Electronics  (1988) 
11333  Pagemill  Road 
Dallas,  TX  75243 
214-343-5000 

312 

Hillman 

2000  Grant  Building 
Pittsburgh,  PA  15219 
412-281-2620 

87 

Gordon  Food  Service 

PO  Box  1787 

Grand  Rapids,  Ml  49501 

616-530-7000 

213 

Hallmark  Cards 

2501  McGee 

Kansas  City,  MO  64108 

816-274-5111 

43 

Holiday  Cos 

PO  Box  1224 
Minneapolis,  MN  55440 
612-830-8700 

92 

WL  Gore  &  Associates 

555  Papermill  Road 
Newark,  DE  19711 
302-738-4880 

266 

Herbert 

PO  Box  1297 

Birmingham,  AL  35201 

205-987-5500 

376 

Holman  Enterprises 

7411  Maple  Avenue 
Pennsauken,  NJ  08109 
609-663-5200 

182 

Grand  Union  (1988) 

201  Willowbrook  Boulevard 
Wayne,  NJ  07470 
201-890-6000 

35 

Harbour  Group  Ltd 

7701  Forsyth  Blvd.  Suite  600 
St  Louis,  MO  63105 
314-727-5550 

362 

Homeland  Stores 

PO  Box  25008 
Oklahoma  City,  OK  73125 
405-557-5500 

246 

Graybar  Electric 

PO  Box  7231 

St  Louis,  MO  63177 

314-727-3900 

71 

Hartz  Group 

667  Madison  Avenue 
New  York,  NY  10021 
212-308-3336 

187 

Hook-SupeRx 

175  Tricounty  Parkway 

Cincinnati,  OH  45246 

513-782-3000 

66 

B  Green  &  Co 

3601  Washington  Boulevard 
Baltimore,  MD  21227 
301-247-8300 

263 

Harvard  Industries  (1988) 
PO  Box  527 

Farmingdale,  NJ  07727 
908-938-9000 

232 

Horace  Mann  Educators 
One  Horace  Mann  Plaza 
Springfield,  IL  62715 
217-789-2500 

283 

Grocers  Supply 

PO  Box  14200 
Houston,  TX  77221 
713-747-5000 

138 

Haworth 

One  Haworth  Center 
Holland,  Ml  49423 
616-393-3000 

307 

Horse  head  Industries 
110  East  59th  Street 
New  York,  NY  10022 
212-527-3000 

244 

GSC  Enterprises 

PO  Box  638 

Sulphur  Springs,  TX  75482 

903-885-7621 

Guardian  Industries 

43043  West  Nine  Mile  Road 
Northville,  Ml  48167 
313-347-0100 

Guess? 

1444  South  Alameda 
Los  Angeles.  CA  90021 
213-765-3100 

Gulf  States  Toyota 
PO  Box  40306 
Houston,  TX  77240 
713-744-3300 

Gulf  stream  Aerospace  (1990) 
PO  Box  2206 
Savannah,  GA  31402 
912-964-3000 


247  HCB  Contractors 

1400  Elm  Street,  Suite  4600 
Dallas,  TX  75202 
214-747-8541 

164  HealthTrust(1987) 

4525  Harding  Road 
Nashville,  TN  37205 
615-383-4444 

306  Hearst 

959  8th  Ave 

New  York,  NY  10019 

212-649-2000 

131  HEB  Grocery 

646  South  Main  Avenue 
San  Antonio,  TX  78204 
512-246-8000 

148  Helmsley  Enterprises 

60  East  42nd  Street 
New  York,  NY  10165 
212-687-6400 


282  Hospital  Corp  of  America  ( 1989)  22 

One  Park  Plaza 
Nashville,  TN  37203 
615-327-9551 

63  JM  Huber  193 

333  Thornall  Street 
Edison,  NJ  08818 
908-549-8600 

68  Hughes  Markets  139 

2716  San  Fernando  Road 
Los  Angeles,  CA  90065 
213-227-8211 

38  Humiston-Keeling  258 

233  East  Erie  Street.  Suite  200 
Chicago.  IL  60611 
312-943-6066 

94  Hunt  Corp  218 

PO  Box  128 
Indianapolis.  IN  46206 
317-241-6301 
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THE  YEAR  DIY  Fll 


Ours  is  an  age  of  vanishing  loyalties.  Partnerships  bloom  and  partnerships  perish.  Yet  the  client  rela 
tionships  of  one  insurance  company  span  decades.  Every  year-in  businesses  large,  medium  and 
small -it  retains  nearly  90%  of  the  property /casualty  clients  it  served  the  year  before.  □  Why  this 
insurance  company,  not  another?  Because  for  more  than  180  years,  this  insurance  company 
has  been  recognized  as  a  pillar  of  financial  strength  and  stability  in  an  otherwise  uncertain 
world.  □  ITT  Hartford.  When  you  need  us  most,  we're  at  our  best.  ITT  HARTFORD 


©  1991 .  ITT  Hartford  Insurance  Croup,  Hartford,  CT  06115 
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Company 

Rank 

Company 

Rank 

Company 

Rank 

Huntsman  Chemical 

2000  Eagle  Gate  Tower 
Salt  Lake  City,  UT  841 11 
801-532-5200 

172 

Johnson  &  Higgins 

125  Broad  Street 
New  York,  NY  10004 
212-574-7000 

236 

Kendall  (1988) 
15  Hampshire  Street 
Mansfield,  MA  02048 
508-261-8000 

260 

Hy-Vee  Food  Stores 

1801  Osceola  Avenue 
Chariton,  IA  50049 
515-774-2121 

60 

SC  Johnson  Wax 
1525  Howe  Street 
Racine,  Wl  53403 
414-631-2000 

31 

Peter  Kiewit  Sons' 
1000  Kiewit  Plaza 
Omaha,  NE  68131 
402-342-2052 

67 

ICC  Industries 

720  Fifth  Avenue 
New  York,  NY  10019 
212-903-1700 

323 

WB  Johnson  Properties 

3414  Peachtree  Road  NE,  Suite  300 
Atlanta,  GA  30326 
404-237-5500 

378 

King  Kullen  Grocery 

1194  Prospect  Avenue 
Westbury,  NY  11590 
516-333-7100 

259 

Ingram  Industries 

4400  Harding  Road 
Nashville,  TN  37205 
615-298-8200 

44 

Johnston  Coca-Cola  Bottling  Group 

600  Krystal  Building,  Suite  600 
Chattanooga,  TN  37402 
615-756-1202 

123 

Koch  Industries 

4111  East  37th  Street  North 
Wichita,  KS  67220 
316-832-5500 

2 

Inland  Group 

2901  Butterfield  Rd 
Oak  Brook,  IL  60521 
708-218-8000 

356 

Jordache  Enterprises 
226  West  37th  Street 
New  York,  NY  10018 
212-643-8400 

321 

Kohl's  Department  Stores  (1986) 
N54  W13600  Woodale  Drive 
Menomonee  Falls,  Wl  53051 
414-783-5800 

195 

Insilco  (1988) 

300  North  Marienfeld,  Suite  400 

Midland,  TX  79701 

915-684-4411 

273 

Jordan 

315  Park  Avenue  South,  20th  Floor 
New  York,  NY  10010 
212-460-1915 

176 

Kohler 

444  Highland  Drive 
Kohler,  Wl  53044 
414-457-4441 

95 

Interlaken  Capital 

165  Mason  Street 
Greenwich,  CT  06830 
203-629-8750 

36 

Jordan  Motors 

609  East  Jefferson  Boulevard 
Mishawaka,  IN  46545 
219-259-1981 

291 

Koll 

4343  Von  Karman  Avenue 
Newport  Beach,  CA  92660 
714-833-3030 

394 

International  Controls  (1987) 
2016  North  Pitcher  Street 
Kalamazoo,  Ml  49007 
616-343-6121 

257 

EarleM  Jorgensen  (1990) 
3050  East  Birch  Street 
Brea.CA  92621 
714-579-8823 

188 

Perry  H  Koplik  &  Sons 

505  Park  Avenue 
New  York,  NY  10022 
212-752-2288 

395 

International  Data  Group 

One  Exeter  Plaza,  15th  Floor 
Boston,  MA  02116 
617-534-1200 

222 

Journal  Communications 

PO  Box  661 
Milwaukee,  Wl  53201 
414-224-2000 

399 

KPMG  Peat  Marwick 
767  Fifth  Avenue 
New  York,  NY  10153 
212-909-5000 

14 

Irvine 

550  Newport  Center  Drive 
Newport  Beach,  CA  92660 
714-720-2000 

377 

Joy  Technologies  (1987) 
301  Grant  Street 
Pittsburgh,  PA  15219 
412-562-4500 

269 

Lear  Seating  (1988) 
21557  Telegraph  Road 
Southfield,  Ml  48034 
313-746-1500 

143 

Island  Lincoln-Mercury 

1850  E  Merritt  Island  Causeway 
Merritt  Island,  FL  32952 
407-452-9220 

235 

JP  Foodservice 

7250  Parkway  Drive,  Suite  300 
Hanover,  MD  21076 
301-712-7111 

174 

Lear  Siegter  (1987) 
220  South  Orange  Avenue 
Livingston,  NJ  07039 
201-535-9522 

398 

Jitney  Jungle  Stores  of  America 

PO  Box  3409 
Jackson,  MS  39207 
601-948-0361 

183 

JPS  Textile  Group 

555  North  Pleasant  Bird  Drive,  Suite  202 
Greenville,  SC  29607 
803-271-9919 

205 

Leaseway  Transportation  (1987) 
3700  Park  East  Drive 
Cleveland.  OH  44122 
216-765-5500 

189 

JM  Family  Enterprises 

100  Northwest  12th  Avenue 
Deerfield  Beach,  FL  33442 
305-429-2000 

54 

KIM  Holdings 

717  Fifth  Avenue,  22nd  Floor 
New  York,  NY  10022 
212-745-0100 

206 

Lechmere(1989) 
275  Wildwood  Street 
Woburn,  MA  01801 
617-935-8320 

288 

JMB  Realty 

900  North  Michigan  Avenue 
Chicago,  IL  60611 
312-440-4800 

41 

Kash  n'  Karry  Food  Stores  (1988) 
6422  Harney  Road 
Tampa,  FL  33610 
813-621-0200 

145 

Lefrak  Organization 

97-77  Queens  Boult 
Rego  Park.  NY  1 1374 
718-459-9021 

39 
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You're  not  about  to  wear  your  financial  savvy  and  stability  on  your  sleeve. 

There  are  other  places. 


The  Card. 
The  American  Express8Card. 
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Company 

Rank 

Company 

Rank 

Company 

Rank 

Lennox  International 
PO  Box  .7999001 
Dallas,  TX  75379 
214-497-5000 

141 

Marmon  Group 

225  West  Washington  Street 

Chicago,  IL  60606 

312-372-9500 

28 

MG  Holdings  (1986) 

PO  Box  7941 

Shawnee  Mission,  KS  66207 

317-875-1469 

297 

Levi  Strauss  &  Co 
1155  Battery  Street 
San  Francisco,  CA  94111 
415-544-6000 

26 

Mars 

6885  Elm  Street 
McLean,  VA  22101 
703-821-4900 

5 

Milliken  &  Co 
PO  Box  1926 
Spartanburg,  SC  29304 
803-573-2020 

48 

Levitz  Furniture 

6111  Broken  Sound  Parkway  NW 
Boca  Raton,  FL  33487 
407-994-6006 

192 

Mary  Kay  Cosmetics 

8787  Stemmons  Freeway 
Dallas,  Tx  75247 
214-630-8787 

391 

Minyard  Food  Stores 
PO  Box  518 
Coppell,  TX  75019 
214-393-8700 

253 

Lewis  Homes  Group 
PO  Box  670 
Upland,  CA  91785 
714-985-0971 

355 

Mayfair  Supermarkets  (1989) 
681  Newark  Avenue 
Elizabeth,  NJ  07208 
908-352-6400 

292 

Montgomery  Ward  I  Co  (1988) 
Montgomery  Ward  Plaza 
Chicago,  IL  60671 
312-467-2000 

13 

Lexmark  International 

55  Railroad  Avenue 
Greenwich,  CT  06836 
203-629-6700 

65 

McCarthy 

1341  North  Rock  Hill  Road 
St  Louis,  MO  63124 
314-968-3300 

327 

Moorman  Manufacturing 
1000  North  30th  Street 
Quincy,  IL  62301 
217-222-7100 

254 

Lincoln  Property 

500  North  Akard,  Suite  3300 
Dallas,  TX  75201 
214-740-3300 

77 

McJunkin 
PO  Box  513 
Charleston,  WV  25322 
304-348-5211 

336 

MomingStar  Group 

5956  Sherry  Lane,  Suite  1 100 

Dallas,  TX  75225 

214-360-4700 

248 

Little  Caesar  Enterprises 

2211  Woodward  Avenue 
Detroit,  Ml  48201 
313-983-6000 

168 

McKinsey  &  Co 

55  East  52nd  Street 
New  York,  NY  10022 
212-446-7000 

178 

Morse  Diesel  International 
1515  Broadway,  41st  Floor 
New  York,  NY  10036 
212-7304000 

339 

Long  John  Silver's  (1989) 

101  Jerrico  Drive 
Lexington,  KY  40579 
606-263-6000 

284 

MediaNews  Group 

4888  Loop  Central  Drive,  Suite  525 

Houston,  TX  77081 

713-295-3800 

308 

Morse  Operations 

1240  North  Federal  Highway 
Fort  Lauderdale,  FL  33304 
305-568-0770 

109 

Lykes  Bros 
PO  Box  1690 
Tampa,  FL  33601 
813-223-3981 

313 

Meijer 

2929  Walker,  NW 

Grand  Rapids,  Ml  49504 

616-453-6711 

15 

Morse  Shoe  (1987) 
555  Turnpike  Street 
Canton,  MA  02021 
617-828-9300 

325 

William  Lyon  Cos 
4490  Von  Karman  Avenue 
Newport  Beach,  CA  92660 
714-833-3600 

120 

Menasha 
PO  Box  367 
Neenah,  Wl  54957 
414-751-1000 

326 

MA  Mortenson 
PO  Box  710 

Minneapolis,  MN  55440 
612-522-2100 

279 

MacAndrews  &  Forbes  Holdings 
36  East  63rd  Street 
New  York,  NY  10021 
212-688-9000 

24 

Mennen 

Hanover  Avenue 
Mornstown,  NJ  07960 
201-631-9000 

315 

MTD  Products 
PO  Box  360900 
Cleveland.  OH  44136 
216-225-2600 

370 

RHMacy(1986) 
Eleven  Penn  Plaza 
New  York,  NY  10001 
212-695-4400 

8 

Merchants  Distributors 
PO  Box  800 
Hickory,  NC  28603 
704-323-4100 

171 

MTS 

2500  Del  Monte  Street.  Building  C 

West  Sacramento,  CA  95691 

916-373-2500 

354 

Maritz 

1375  North  Highway  Drive 

Fenton,  MO  63099 

314-827-4000 

223 

Metal  lurg 

25  East  39th  Street 

New  York,  NY  10016 

212-686-4010 

214 

Muskrland  Group  (1988) 
7500  Excelsior  Boulevard 
Minneapolis,  MN  55426 
612-932-7700 

203 

Marley 

1900  Shawnee  Mission  Parkway 

Mission  Woods.  KS  66205 

913-362-5440 

280 

Metromedia 

One  Meadowlands  Plaza 

East  Rutherford,  NJ  07073 

201-804-6400 

57 

National  Car  Rental  (1987) 
7700  France  Avenue  South 
Minneapolis.  MN  55435 
612-8302121 

169 

282 
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OFTEN  THE  WAY  WE  FIT  IN  IS  WHAT  MAKES 

\Jd  >J  AlliN  LJ  \J  U  X.     As  a  multinational  producer  of  nickel  and  nickel- based  alloys,  we 
understand  how  different  elements  blend  together.  It's  our  business. 

We're  Inco,  once  known  as  the  International  Nickel  Company,  and  no  stranger  to  foreign  affairs. 
In  the  Far  East,  we've  spent  the  past  three  decades  getting  accustomed  to  the  customs. 
So  we're  a  part  of  projects  from  the  ground  up. 

Consider  the  Tokyo  community  centre  depicted  above.  Stainless  steel  roof  tiles  and  decorative 
rings  containing  10  per  cent  nickel  lend  lasting  strength  and  beauty  to  an  architectural  style  2000  years 
old.  While,  true  to  Inco's  spirit  of  innovation,  our  patented  coloring  process  adds  an  eternal  gracenote. 

Our  nickel  sales  are  about  equal  in  Europe,  North  America  and  Asia.  In  fact,  we  account  for  one  third  of  the 
nickel  supplied  to  these  markets.  And  80  per  cent  of  our  production  is  spoken  for.       ■  ^^  jm  jm± 
Which  is  why  more  people  are  getting  to  know  us  better.  |  ^h  %J 

And  vice  versa.  STRONGER  FOR  OUR  EXPERIENCE 


For  more  information,  write  Director,  Investor  Relations,  Inco  Limited,  One  New  York  Plaza,  N.Y.,  10004. 
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Company 

Rank 
229 

Company 

Rank 

Company 

Rank 

New  Hampshire  Oak 

Liberty  .Lane 
Hampton,  NH  03842 
603-926-1340 

Perdue  Farms 

PO  Box  1537 
Salisbury,  MD  21802 
301-543-3000 

161 

Rabco  Health  Services 

444  Madison  Avenue,  Suite  601 
New  York,  NY  10022 
212-688-4500 

104 

North  Pacific  Lumber 

PO  Box  3915 
Portland,  OR  97208 
503-231-1166 

363 

Phar-Mor 
PO  Box  400 
Youngstown,  OH  44501 
216-746-6641 

49 

Racetrac  Petroleum 

PO  Box  105035 
Atlanta,  GA  30348 
404-431-7600 

237 

NWA(1989) 
5101  NW  Drive 
St  Paul,  MN  55111 
612-726-2111 

7 

Placid  Oil 

3800  Thanksgiving  Tower 
Dallas,  TX  75201 
214-880-1000 

343 

Raley's 

500  West  Capitol  Avenue 
West  Sacramento,  CA  95605 
916-373-3333 

98 

Ormet 

State  Route  Seven 
Hannibal,  OH  43931 
614-483-1381 

340 

PMC 

PO  Box  1367 

Sun  Valley,  CA  91353 

818-896-1101 

154 

Randall's  Food  Markets 

3663  Briar  Park 
Houston,  TX  77042 
713-268-3500 

162 

Owens-Illinois  (1987) 

One  Seagate 
Toledo,  OH  43666 
419-247-5000 

27 

Polo  Ralph  Lauren 

650  Madison  Avenue 
New  York,  NY  10022 
212-318-7000 

82 

Ravenswood  Aluminum 
PO  Box  98 

Ravenswood,  WV  26164 
800-258-6686 

322 

Oxbow 

1601  Forum  Place 

West  Palm  Beach,  FL  33402 

407-697-4300 

97 

Potamkin  Manhattan 

787  Eleventh  Avenue 
New  York,  NY  10019 
212-603-7231 

215 

Red  Apple  Group 

823  Eleventh  Avenue 
New  York,  NY  10019 
212-580-6805 

61 

Pacific  Holding 

10900  Wilshire  Boulevard,  16th  Floor 
Los  Angeles,  CA  90024 
213-208-6055 

179 

Price  Waterhouse 

1251  Sixth  Avenue 
New  York,  NY  10020 
212-819-5000 

30 

Reliance  Electric  (1986) 

6065  Parkland  Boulevard 
Cleveland,  OH  44124 
216-266-5800 

83 

Charles  Pankow  Builders 

2476  North  Lake  Ave 
Altadena,  CA  91001 
213-684-2320 

272 

Prime  Computer  (1990) 
100  Crosby  Drive 
Bedford,  MA  01730 
617-275-1800 

80 

Republic  Engineered  Steels  (1989) 
410  Oberlin  Road  SW 
Massillon,  OH  44647 
216-837-6302 

318 

Parsons 

100  West  Walnut  Street 
Pasadena,  CA  91124 
818-440-2000 

156 

Prospect  Motors 

645  Highway  49  &  88  N 
Jackson,  CA  95642 
209-223-1740 

151 

Restaurant  Enterprises  Group                     184 

One  Park  Plaza  Jamboree  Center,  Suite  900 

Irvine,  CA  92714 

714-852-5745 

Parsons  &  Whittemore 

Four  International  Drive 
Ryebrook,  NY  10573 
914-937-9009 

379 

Publix  Super  Markets 

PO  Box  407 
Lakeland,  FL  33802 
813-688-1188 

10 

RevcoDS(1986) 
1925  Enterprise  Parkway 
Twinsburg,  OH  44087 
216-425-9811 

Rich  Products 

1150  Niagara  Street 
Buffalo,  NY  14213 
716-878-8000 

69 

Pay 'NPak  (1987) 
1209  South  Central  Avenue 
Kent,  WA  98064 
206-854-5450 

384 

Pueblo  International  (1988) 

1300  NW  22nd  Street 
Pompano  Beach,  FL  33069 
305-977-2500 

142 

207 

PaylessCashways(1988) 

2300  Main  Street 
Kansas  City,  MO  64141 
816-234-6000 

56 

Pullman  (1988) 

220  South  Orange  Avenue 
Livingston,  NJ  07039 
201-535-9522 

380 

Riklis  Family 

667  Madison  Avenue,  12th  Floor 

New  York,  NY  10021 

212-735-9500 

84 

Penske 

13400  Outer  Drive  West 
Detroit,  Ml  48239 
313-592-5000 

Pepper  Cos 

643  North  Orleans  Street 
Chicago,  IL  60610 
312-266-4703 


47  Quality  King  Distributors 

2060  Nm*h  Avenue 
Ronkonkoma,  NY  117; 
516-737-5555 

389  QuikTrip 

PO  Box  3475 
Tulsa,  OK  74101 
918-836-8551 


j                             310 

CH  Robinson 

8100  Mitchell  Road,  Suite  200 

3 

Eden  Prairie,  MN  55344 

612-937-8500 

317 

Rock-Tenn 

PO  Box  4098 

Norcross.  GA  30091 

404-448-2193 

185 


330 


284 
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VGONDER. 


Anacomp  introduces  the  fastest, 
most  efficient,  most  productive 
information  and  image  management 
(I&1M)  system  in  the  world:  The 
DatagraphiX  XFP  2000™ . 

WeCan  Put  AMillion  Pages 

Of  Images  And  Information 

Inside  This  Box. 

This  newjriicrographics  systemhas 
spawned  a  wondrous 
storage  fiche  we  call 
I  "WonderFiche." 
f  It  has  all  the  ad' 
vantages  of  space 
and  paper  savings 
that  alone  may  pay 
for  the  cost  of  the  system. 

The  Fiche  That  Can  Help  You 
Find  A  Needle  In  A  Haystack* 

Thanks  to  Advanced  Function 
Indexing™ ,  and  our  exclusive 
retrievarsystem,  Anatrieve™ ,  you 
can  put  your  finger  on  what  you 
need  and  output  it  faster  than  you 


can  say  "I  want  it 
andlwantitnow!" 

The  Flying  Fiche. 

If  speed  is  important, 
you  should  know  that  our 
new  system,  thanks  to  state-of- 
the-art  software,  our  patented  contin- 
uous motion  laser  imaging  system  and 
the  like,  can  process  fiche  twice  as  fast 
as  any  other  micrographics  system. 
Over  30,000  lines  per  minute  fast. 

WhatYou  Putin 
IsWhatYouGetOut. 

Anacomp's  new  DatagraphiX  XFP 
2000™  is  the  only  Computer  Output 
Microfilm  (COM)  system  with 
the  ability  to 
output  a 
vanetyof 
fonts,  forms, 
signatures, 
logotypes, 
invoices  and 
statements 


The 

Wonder 

Fiche. 


which  have  the  branded"  and 
"corporate-look"  of  the  original,  and 
which  can  be  output  with  raw  alpha- 
numeric data  of  sales  transactions. 

The  Wonder  Fiche: 

It's  A  Perfect  Marriage  Of 

Micrographics  And  The  Most 

Advanced  Computer  Technology. 

Don't  let  us  be  the  Wonder  Fiche 
that  got  away.  For  information  on 
owning  an  Anacomp  I  &  IM  system, 
or  on  handling  your  needs  through 
one  of  our  service  bureaus,  write 
J.  Mark  Woods,  E.V.P.,  Anacomp, 
Inc.,  3060  Peachtree  Road,  N.  W, 
Suite  1700,  Atlanta,  GA30305.  Or 
call404-262-2667. 

THE  IMAGE  OF  THE  FIXTURE. 

anacomp 

©1991  Anacomp,  Inc.  Anacomp  and  DatagraphiX  are  registered 
trademarks  of  Anacomp,  Inc.  DatagraphiX  XFP  2000(andXFP 
2000) ,  Advanced  Function  Index  ing  and  Anatrieve  are  trademarks 
of  Anacomp,  Inc. 
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Roseburg  Forest  Products 

PO  Box  1088 
Roseburg,  OR  97470 
503-679-3311 

261 

Scoular 

2027  Dodge  Street 
Omaha,  NE  68102 
402-342-3500 

114 

Stop  &  Shop  Cos  (1988) 
One  Bradlees  Circle 
Braintree,  MA  02184 
617-380-8000 

19 

Rosenthal  Cos 

1550  Wilson  Boulevard,  Suite  700 
Arlington,  VA  22209 
703-522-2300 

328 

Sealy 

1228  Euclid  Avenue 
Cleveland,  OH  44115 
216-522-1310 

281 

Stroh  Brewery 

100  River  Place 
Detroit,  Ml  48207 
313-446-2000 

135 

Rugby-Darby  Group  Cos 

100  Banks  Avenue 
Rockville  Center,  NY  11570 
516-536-3636 

360 

Service  America  (1987) 
88  Gatehouse  Road 
Stamford,  CT  06904 
203-964-5000 

158 

Sullivan  Graphics 

100  Winners  Circle 
Brentwood,  TN  37027 
615-377-0377 

334 

S&P                                                        342 

100  Shoreline  Highway,  Bldg  B,  Suite  395 

Mill  Valley,  CA  94941 

415-332-0550 

Services  Group  of  America 

4025  Delridge  Way  SW,  Suite  500 
Seattle,  WA  98106 
206-251-9100 

118 

Supermarkets  General  (1987) 
301  Blair  Road 
Woodbridge,  NJ  07095 
908-499-3000 

9 

Sammons  Enterprises 

300  Crescent  Court,  Suite  700 
Dallas,  TX  75201 
214-855-2800 

101 

Shapell  Industries 

8383  Wilshire  Boulevard,  Suite  700 

Beverly  Hills,  CA  90211 

213-655-7330 

361 

Sverdrup 

13723  Riverport  Drive 

Maryland  Heights,  MO  63043 

314-436-7600 

349 

Save  Mart  Supermarkets 

PO  Box  4278 
Modesto,  CA  95352 
209-577-1600 

125 

Sierra  Pacific  Industries 
PO  Box  496028 
Redding,  CA  96049 
916-365-3721 

390 

Sweet  Life  Foods 

1120  Harvey  Lane 
Suffield,  CT06078 
203-623-1681 

163 

Schal  Associates 

200  West  Hubbard  Street 
Chicago,  IL  60610 
312-245-1000 

208 

Silgan  (1989) 

Four  Landmark  Square,  Suite  301 

Stamford,  CT  06901 

203-975-7110 

270 

Sweetheart  Holdings  (1988) 
7575  South  Kostner  Avenue 
Chicago,  IL  60652 
312-767-3300 

216 

Peter  J  Schmitt  (1988) 

355  Harlem  Road 
West  Seneca,  NY  14224 
716-825-1111 

155 

Melvin  Simon  &  Associates 

PO  Box  7033 
Indianapolis,  IN  46207 
317-636-1600 

295 

Swinerton  &  Walberg 

580  California  Street 
San  Francisco,  CA  94104 
415-421-2980 

373 

Schneider  National 

PO  Box  2545 

Green  Bay,  Wl  54306 

414-497-2201 

204 

JR  Simplot 

PO  Box  27 
Boise,  ID  83707 
208-336-2110 

79 

Tang  Industries 

1965  Pratt  Boulevard 

Elk  Grove  Village,  IL  60007 

708-806-7600 

225 

Schnuck  Markets 

11420  Lackland  Road 
St  Louis,  MO  63146 
314-994-4400 

144 

Simpson  Investment 

1201  Third  Avenue,  Suite  4900 
Seattle,  WA  98101 
206-224-5000 

197 

Tauber  Oil 

PO  Box  4645 
Houston,  TX  77210 
713-869-8700 

132 

Schottenstein  Stores 

1800  Moler  Road 
Columbus,  OH  43207 
614-221-9200 

140 

SnyderGeneral 

3219  McKmney  Ave 
Dallas,  TX  75204 
214-754-0500 

180 

Taubman 

200  East  Long  Lake  Road 

Bloomfield  Hills.  Ml  48304 

313-258-6800 

122 

Schreiber  Foods 
PO  Box  19010 
Green  Bay,  Wl  54307 
414-437-7601 

149 

Southwire 

PO  Box  1000 
Carrol  Iton,  GA30119 
404-832-4242 

107 

Tennessee  Restaurant 

One  Pierce  Place,  Suite  100E 
Itasca,  IL  60143 
708-250-0471 

255 

Schwan's  Sales  Enterprise 
115  West  College  Drive 
Marshall,  MN  56258 
507-532-3274 

78 

Steelcase 

PO  Box  1967 

Grand  Rapids,  Ml  49501 

616-247-2710 

70 

Thrifty  Oil 

10000  Lakewood  Boulevard 

Downey,  CA  90240 

213-923-9876 

196 

Science  Applications  International 

10260  Campus  Point  Drive 
San  Diego,  CA  92121 
619-546-6000 

126 

Tishman  Realty  &  Construction 
666  Fifth  Avenue 
New  York,  NY  10103 
212-399-3600 

227 
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Do  your  assets  belong  at  J.R  Morgan? 

For  more  than  150  years,  we  have  protected  and  helped 
to  grow  the  wealth  and  holdings  of  privately  held 
companies  and  individuals  who  demand  the  level  of 
trust  found  at  J.P  Morgan. 

The  security  of  our  clients'  assets  is  supported  by  the 
integrity  of  our  people,  the  quality  of  our  advice,  and 
the  capital  strength  of  our  firm. 

For  information  on  private  banking  for  assets  of 

$5  million  or  more,  contact  George  W  Rowe,  President, 

J.P  Morgan  California. 

In  Los  Angeles:  444  S.  Flower  Street,  (213)489-9310 
In  San  Francisco:  101  California  Street,  (415)954-3200 

Private  Banking  in  California 


JPMorgan 


Private  banking  locations  in  New  York,  Wilmington,  Del.,  Palm  Beach, 
Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan, 
Nassau.  Paris.  Geneva,  Zurich.  I  long  Kong.  Singapore,  and  Tokyo 


©  1991  J.P  Morgan  Ac  Co.  Incorporated,  parent  of  Morgan  Guaranty  Trust  Compan) 
(Member  I  l)l<  )  and  other  J.R  Morgan  subsidiaries 
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Company 

Rank 
341 

Company                                               Rank 

Company 

Rank 

Titan  Industrial 

Uniroyal  Chemical  (1989)                         210 

West  Publishing 

348 

555  Madison  Avenue,  10th  Floor 

World  Headquarters 

50  West  Kellogg  Boulevard 

New  York,  NY  10022 

Middlebury,  CT  06749 

St  Paul,  MN  55102 

212-421-6700 

203-573-2000 

612-228-2500 

TLC  Beatrice  International  Holdings 

88 

United                                                  301 

Wheaton  Industries 

353 

9  West  57th  Street,  48th  Floor 

PO  Box  1280 

1101  Wheaton  Avenue 

New  York,  NY  10019 

Bristol,  VA  24203 

Millville,  NJ  08332 

212-756-8900 

703-466-3322 

609-825-1400 

Topa  Equities  Ltd 

335 

United  Parcel  Service                                    4 

White  Swan  (1988) 

230 

1800  Avenue  of  the  Stars,  Suite  1400 

51  Weaver  Street,  Greenwich  Office  Park  #5 

400  Fuller-Wiser  Road,  Suite  300 

Los  Angeles,  CA  90067 

Greenwich,  CT  06831 

Euless,  TX  76039 

213-203-9199 

203-862-6000 

817-267-8811 

Towers,  Perrin 

267 

United  Van  Lines                                      221 

Whiting-Turner  Contracting 

382 

245  Park  Avenue 

One  United  Drive 

300  East  Joppa  Road 

New  York,  NY  10167 

Fenton,  MO  63026 

Towson,  MD  21204 

212-309-3400 

314-326-3100 

301-821-1100 

Tracor(1987) 

309 

VT                                                          121 

Whitmire  Distribution  (1988) 

74 

6500  Tracor  Lane 

8500  Shawnee  Mission  Pky,  Suite  200 

81  Blue  Ravine  Road 

Austin,  TX  78725 

Merriam,  KS  66202 

Folsom,  CA  95630 

512-926-2800 

913-432-6400 

916-985-5180 

51 

Trammell  Crow 

119 

Walbridge,  Aldinger                                 364 

Wickes  Cos  (1989) 

2001  Ross  Avenue,  Suite  3500 

613  Abbott  Street 

3340  Ocean  Park  Boulevard,  Suite  2000 

Dallas,  TX  75201 

Detroit,  Ml  48226 

Santa  Monica,  CA  90405 

214-979-5100 

313-963-8000 

213-452-0161 

Trammell  Crow  Residential 

170 

Walter  Industries  (1988)                            103 

Wickes  Lumber  (1988) 

200 

2859  Paces  Ferry  Road,  Suite  2100 

1500  Northdale  Marbry  Highway 

706  Dearpath  Drive 

Atlanta,  GA  30339 

Tampa,  FL  33607 

Vernon  Hills,  IL  60061 

404-433-2000 

813-871-4811 

708-367-6540 

Trans  World  Airlines  (1988) 

23 

Jim  Walter  (1988)                                    333 

Wilbur-Ellis 

201 

100  South  Bedford  Road 

4010  Boy  Scout  Boulevard 

320  California  Street 

Mt  Kisco,  NY  10549 

Tampa,  FL  33607 

San  Francisco,  CA  94104 

914-242-3000 

813-873-4194 

415-772-4000 

Transammonia 

85 

Warren  Equities                                        293 

Woodward  &  Lothrop/John  Wanamaker 

194 

350  Park  Avenue 

10  East  53rd  Street,  20th  Floor 

1025  F  Street  NW 

New  York,  NY  10022 

New  York,  NY  10022 

Washington,  DC  20013 

212-223-3200 

212-751-8100 

202-879-8222 

Treasure  Chest  Advertising 

352 

George  E  Warren                                         81 

WWF  Paper 

239 

511  West  Citrus  Edge 

605  17th  Street 

Two  Bala  Plaza 

Glendora,  CA  91740 

Vero  Beach,  FL  32960 

Bala  Cynwyd,  PA  19004 

818-914-3981 

407-778-7100 

215-667-9210 

Trump  Organization 

102 

Washington  Steel                                      381 

Young  &  Rubicam 

157 

725  Fifth  Avenue 

90  West  Chestnut  Street 

285  Madison  Avenue 

New  York,  NY  10022 

Washington,  PA  15301 

New  York,  NY  10017 

212-832-2000 

412-229-2803 

212-210-3000 

UIS 

296 

Wawa                                                      347 

Young's  Market 

217 

600  Fifth  Avenue,  27th  Floor 

Red  Roof,  Baltimore  Pike 

500  South  Central  Avenue 

New  York,  NY  10020 

Wawa,  PA  19063 

Los  Angeles.  CA  90013 

212-581-7660 

215-358-8000 

213-629-5571 

Unifax 

249 

Wegmans  Food  Markets                                89 

HBZachry 

245 

1065  Highway  315,  Suite  203 

PO  Box  844 

PO  Box  21130 

Wilkes-Barre,  PA  18702 

Rochester,  NY  14692 

San  Antonio.  TX  78221 

717-822-0902 

716-328-2550 

512-922-1213 

Union  Holdings 

HI 

Ziff  Communications 

383 

PO  Box  978 

One  Park  Avenue 

Liberal,  KS  67905 

New  York,  NY  10016 

316-624-1851 

212-503-3500 
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Buy  A  Learjet  And  Pay  Nothing 
But  Fuel  Costs  For  Two  Years. 


©1991  learjet  Inc. 


Announcing  Total  Learjet  Coverage  —  or  TLC.  The  world's  most 
reliable  business  jets  are  now  backed  by  the  industry's  most  remarkable 
offer:  Learjet  will  pay  the  operating  costs  for  two  full  years  on 
any  new  Learjet  31 A  or  35A  purchased  before  December  31, 
1991.  TLC  covers  it  all:  airframe  and  engine  inspections, 
labor,  parts... even  items  like  tires,  brakes,  batteries,  oil  and 
aircraft  cleaning.  Absolutely  everything  but  crew,  fuel,  insurance 
and  miscellaneous  expenses.  With  TLC,  you  just  fuel  your  Learjet  and  fly. 
It's  an  incredible  offer  on  exceptional  aircraft.  For  details,  and  a  copy  of 
the  TLC  agreement,  call  Ted  Farid,  Vice  President  Domestic  Marketing, 
at  (316)  946-2450.  Today's  Learjet,  gS 
imagine  what  it  could  do  for  you. 


ii  Learjet 


EDITED  BY  LAURA  SAUNDERS 


Guess  who's  dabbling  in  natural  gas?  AT&T,  of  all 
companies.  And  this  at  a  time  when  there's  a  gas  glut. 

Another  loony 
energy  subsidy 


By  Graham  Button 

Earlier  this  year,  as  the  average 
price  for  natural  gas  was  on  its  way  to 
an  HVfe-year  low  of  $1.39  per  thou- 
sand cubic  feet,  American  Telephone 
&  Telegraph  got  into  the  gas  produc- 
tion business.  It  committed  to  invest 
as  much  as  $70  million  in  coalbed 
methane — that  is,  in  gas  wells  sunk 
into  seams  of  coal. 

Is  the  telephone  company  acting  as 
a  contrarian  investor?  Not  really. 
AT&T  is  mainly  reacting  to  two  artifi- 
cial incentives:  (1)  Congress  has  en- 
acted a  lucrative  tax  subsidy  for  coal- 
bed  gas;  (2 )  the  tax  credit  is  structured 
such  that  small  oil  and  gas  explorers 
have  trouble  using  it  themselves.  But 
gas  companies  can  drill  the  wells, 
hand  off  ownership  to  a  corporation 
that  can  use  the  tax  credit,  and  still 
obtain  the  wells'  output.  Bankers  and 
accountants  are  already  hard  at  work 
trying  to  arrange  such  marriages.  If 
this  year's  deal  between  AT&T  and 
Meridian  Oil  works  out,  there  could 
be  a  flood  of  these  tax  credit  transfers. 

Meridian,  a  unit  of  Burlington  Re- 
sources, has  interests  in  over  1,000 
coalbed  wells  in  the  San  luan  Basin  in 
New  Mexico  and  Colorado.  But,  as  an 
energy  exploration  company  with  a 
lot  of  writeoffs,  it  hasn't  been  able  to 
fully  utilize  the  coal  methane  credit. 
So  Meridian  has  transferred  owner 
ship  of  the  wells  to  AT&T  and  sort  of 
leased  them  back.  The  paper  shuffling 
allows  Meridian  to  keep  the  gas,  and 
AT&T  to  claim  the  credit. 

The  coalbed  tax  credit,  enacted  in 
1980  and  extended  by  Congress  last 
year,  escalates  with  inflation  and  is 
now  worth  84  cents  per  thousand 
cubic  feet  of  gas  produced.  That's  a 
big  number  in  relation  to  the  ceo 
nomic  value  of  the  gas.  Result:  Coal 
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bed  gas  production  doubled  last  year, 
to  196  billion  cubic  feet.  While  that 
represented  only  about  1%  of  1990's 
total  gas  production,  coalbed  gas  ac- 
counted for  three-quarters  of  net  ad- 
ditions to  U.S.  gas  reserves.  The  cred- 
it is  available  on  production  through 
the  year  2002,  from  wells  put  into 
service  by  year-end  1992. 

Why  subsidize  coalbed  gas  when 
the  natural  gas  industry  is  faced  with  a 
chronic  surplus?  Here's  one  theory, 
offered  by  Jason  Sclch,  an  analyst  at 
energy  consultants  Ammonite  Re- 
sources in  New  Canaan,  Conn.:  "The 
credit  was  extended  because  of  the 
lobbying  activities  of  the  industry." 

Standing  to  benefit  the  most  from 
the  subsidy  are  companies  like  Atlan 
tic  Richfield  and  Amoco,  which  have 
huge  coalbed  methane  projects  in  the 
San  Juan  Basin.  These  integrated  be 
hemoths  can  use  the  credit  to  offset 
taxes  in\  income  from  other  lines  of 
business,  like  oil  refining,  less  form 
nate  are  the  pure  play  exploration  mu\ 
production  companies  like  Meridian, 
which,  thanks  largely  to  depressed  gas 


prices,  often  don't  have  much  in  the 
way  of  taxable  income  that  can  be 
sheltered  by  the  coalbed  tax  credit. 

Many  exploration  companies  with 
out  downstream  refining  and  market- 
ing operations  have  so  little  regular 
taxable  income  that  they  don't  pay 
the  regular  income  tax,  but  instead 
pay  an  "alternative  minimum  tax." 
The  gas  subsidy  can  be  used  to  offset 
regular  tax,  but  not  alternative  mini- 
mum tax.  Hence  the  Meridian-to- 
at&t  handoff. 

There  was  a  further  twist  in  the 
deal.  In  Meridian's  case,  selling  its 
wells  outright  to  AT&T  for  cash  would 
have  resulted  in  a  sizable  taxable  gain. 
So  the  dealmakers  had  to  get  creative. 
AT&T  committed  to  put  as  much  as 
$70  million  into  a  partnership,  which 
used  the  money  to  purchase  conven- 
tional oil  and/or  gas  w  ells  from  third 
parties.  The  partnership  then 
swapped  its  interest  in  those  wells  for 
Meridian  coalbed  wells  that  qualified 
for  the  tax  credits.  The  partnership — 
that  is,  AT&T — got  use  of  the  tax 
credit.  Key  here  was  the  trusty  princi 
pie  that  swaps  of  similar  uncstment 
properties  are  nontaxable  events 

It  gets  more  complicated.  Meridian 
retains  a  financial  interest  in  the  coal 
bed    wells    through    a    mechanism 
know  n  as  a  production  pavment.  c\cn 
though    AX8xT*S    partnership    is    the 
nominal    "owner"    o(   these    wells 
When    the    dust    settles.    OY1    gels 
checks  for  S4  cents  from  the   l    S 
Treasury,  shares  some  undiacioi 
portion  ot  this  tool   in  >\n  uuln, 
fashion  with  Meridian,  mu\  someda\ 
gets  back  its  upfront  unestment 

Who    s.ws    job    prospects    tor    tax 

shelter    law  vers    .\nd    accountants 

arc  bleak-  H 
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:conomic  Storms, 
AMERidiHWWimANCE  Industry 
RemainsIA  Safe  Harbor. 


The  current  economic  downturn  has  affected  all 
financial  institutions.  One  result  is  that  consumers 
are  looking  more  closely  at  life  insurance  companies. 
What  they  are  finding  is  a  strong,  secure  industry 
that  has  weathered  economic  storms  for  more 
than  two  centuries. 

While  some  companies  have  had  financial  problems, 
the  experts  agree  that,  overall,  the  life  insurance 
industry  remains  strong,  safe  and  stable: 

'The  life  insurance  industry  is  very  strong 
contrasted  to  other  industries  with  which  it 
competes.  We  see  basically  the  life  insurance 
industry  as  an  'AA'  type  business.  Next  to  the 
U.S.  government,  the  life  insurance  industry  is 
one  of  the  safest  places  for  people  and 
companies  to  put  their  funds  that  exists  today. " 
Duff  &  Phelps  Credit  Rating  Company 


"...  S&P believes  that,  overall,  life/health  insurers 
are  relatively  stronger  than  other  types  of 
financial  services  companies.  Compared  to 
thrifts  and  banks,  most  insurers  are  more 
soundly  positioned  due  to  stronger 
capitalization,  better  asset  quality  and 
liabilities  with  longer  and  more  predictable 
durations.  Seriously  troubled  insurers  represent 
a  small  percentage  of  the  life/health  universe. . . " 
Standard  &  Poor's  Insurance  Rating  Services 

The  fact  is,  the  life  insurance  industry  remains 
what  it  has  always  been  throughout  its  232-year 
history:  A  safe,  snug  harbor  providing  financial 
security  for  American  families. 

If  you  would  like  more  information  about  America's 
life  insurance  industry,  write  for  our  free 
brochure,  "Building  on  a  Strong  Foundation: 
Answers  to  Your  Questions  About  Life  Insurance." 


® 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue,  N.W.  •  Washington,  DC.  20004-2599 
ATTENTION:  Company  Services 


Not  all  the  villains  of  the  1980s  were 

investment  bankers  on  Wall  Street. 

Some  of  the  worst  were  their  corporate  clients. 

Fiction  in, 
fiction  out 


By  Laura  Jereski 


*         J- 
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Interco  Chairman  Richard  Loynd 
His  projections  looked  "athletic." 


In  the  matter  of  Interco  Inc.:  Report 
of  Examiner.  By  Sandra  E.  Mayer- 
son,  counsel  to  Kelley  Drye  &  War- 
ren. 556  pp.,  plus  exhibits.  Price:  $3 
million  to  the  debtor's  estate.  Avail- 
able from  the  U.S.  Bankruptcy 
Court  of  the  Eastern  District  of  Mis- 
souri, Case  No.  91-4-00442-172. 

As  leveraged  takeovers  reached  a  cre- 
scendo  in  the  late  1980s,  a  financial 
trend  that  had  once  made  sense  no 
longer  did.  The  leveraged  recapital- 
izations worked  only  so  long  as  the 
debt  taken  on  did  not  exceed  the 
ability  of  the  business  to  support  it. 
But  as  the  stock  market  rose  from 
under  1000  on  the  on  to  nearly  2800, 
takeover  premiums  mounted,  ami  so 
accordingly  did  the  amount  of  debt 
needed  to  finance  a  deal.  Pretty  soon 
deals  were  being  made  that  could  not 


be  financed  out  of  cash  flow  or  by 
selling  properties  at  a  profit;  they  were 
predicated  on  increasing  sales  or  cut- 
ting costs. 

In  the  final  analysis,  the  takeover 
wave  subsided,  not  because  federal 
prosecutors  put  Drexel  Burnham 
Lambert  and  Michael  Milken  out  of 
business,  but  because  it  was  no  longer 
possible  to  buy  public  companies  for 
less  than  their  intrinsic  value.  So  the 
deal  machine  rolled  on,  but  it  was 
producing  products  doomed  to  fail. 

In  some  ways  Interco  Inc.,  in  No- 
vember 1988,  was  the  crest  o\  the 
wave.  It  was  one  of  the  biggest  deals 
of  the  Eighties  ^xnd  one  of  the  quickest 
to  fail.  This  St.  Louis  headquartered 
apparel  mk\  furniture  conglomerate 
distributed  S2.6  billion  to  its  share 
holders,  $2  billion  of  that  borrowed, 
to  thwart  ,\  hostile  takeover.  It  was  an 


outrageous  deal.  The  price  was  over 
18  times  cash  flow  and  over  2  times 
book  value.  Just  12  weeks  after  the 
deal  was  done,  it  was  in  trouble. 

What  happened  was  this:  Interco 
management,  headed  by  Harvey  Sa- 
ligman,  asked  lenders  to  waive  their 
debt  covenants.  Amidst  extensive 
debt  negotiations,  Interco  went  into 
Chapter  1 1 . 

As  it  turned  out,  the  price  paid  for 
Interco  was  too  high  by  around  SI 
billion.  That's  the  amount  of  money 
the  creditors  have  lost. 

How  could  the  lenders  be  so  dumb, 
the  investment  bankers  so  greedy  and 
management — which  participated  in 
the  buyout — so  stupid?  To  find  out, 
the  court  took  the  unusual  step  in 
February  of  appointing  an  examiner 
to  investigate.  The  court  picked  San- 
dra Mayerson,  an  experienced  bank- 
ruptcy lawyer  with  Kelley  Drye  & 
Warren.  Armed  with  subpoena  pow  er 
and  some  30  assistants,  she  sifted 
through  370,000  documents  and 
scores  of  interviews  with  participants. 

What  she  found  and  reported  lacks 
the  juicy  sex  and  gossip  tidbits  that 
flavor  James  Stewart's  bestselling  Den 
of  Thieves.  But  it  paints  a  much  broad- 
er picture  than  does  Stewart's  cops- 
and-robbers  version  of  what  hap- 
pened in  the  takeover  boom.  Mayer- 
son  shows  that  not  all  the  villains  were 
on  Wall  Street. 

Investment  banker  Bruce  (Bid- 
'em-up-Bruce)  Wasserstein  has  got- 
ten much  of  the  blame  for  the  Interco 
fiasco.  Mayerson  shows  that  even 
greater  blame  should  attach  to  Inter- 
co's  management,  including  Har\c\ 
Saligman,  Intercoms  chairman  at  the 
time  of  the  recapitalization,  current 
chief  Richard  Loynd  and  a  small  team 
of  executives  Anxious  to  hold  on  to 
their  jobs  and  their  perks  and  to  profit 
from  the  leveraging  up  ot  their  em- 
ployer, these  executives  concocted 
impossible  earnings  projections  and 
deliberately  misled  the  board. 

Saligman  set  the  tone  early  on.  In 
Max  1988  Morrow  &  Co.,  hired 
watch  the  company's  stock,  told  v 
ligman  that  someone  was  accumulat- 
ing. The  bin crs  were  the  Rales  broth 
ers,  hostile  takeover  artists  based  in 
Washington,  D.C.  The  more  Sa 
man  mu\  his  coterie  learned  about  the 
Raleses,  the  less  happy  the\  were  at 
the  prospect  of  losing  the  company  to 
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"Your  retirement 

could  last  as  long 
asyourcareer 

Let's  talk!' 


Mike  Fitch,  Merrill  Lynch 
Financial  Consultant 

"It's  great  that  we're  all  likely  to 
live  longer  than  our  parents  did,  but 
many  years  of  retirement  mean  that 
people  have  to  save  and  invest  more 
for  their  future  than  ever  before. 

"That's  where  I  can  help.  We 
can  sit  down  together  and  work 
out  ways  to  help  you  get  the  kind  of 
carefree  and  fulfilling  retirement 
you've  always  wanted. 

"Together,  we'll  be  solving  the 
major  problem  people  face  in 

M  OFFICIAL  SPONSOR  OF  THE  1992  U.S.  OLYMPIC  TEAM 


retirement  planning  today,  by  real- 
izing that  the  bulk  of  retirement 
funding  has  to  come  from  saving 
and  investment.  That's  because 
Social  Security  and  pensions  just 
aren't  enough  anymore. 

"But  with  a  realistic  plan,  con- 
sistently carried  out,  chances  are 
we  can  reach  your  goals." 

Mike  Fitch  and  more  than 
10,000  other  Merrill  Lynch  Financial 
Consultants  want  to  help  make 
sure  you're  financially  prepared  for 
the  realities  of  retirement. 

Their  training  is  outstanding 

©1991  Merrill  Lynch,  Pierce,  Fenner&  Smith  Inc.  Member SIPC. 


and  ongoing.  Their  research  and 
technological  support  is  second  to 
none.  And  you'll  find  them  much 
more  interested  in  establishing  a 
long-term  relationship  with  you 
and  your  family  than  arranging  a 
specific  transaction. 

Because  at  Merrill  Lynch,  the 
quality  of  our  service  is  a  direct 
result  of  the  quality  of  our  Financial 
Consultants. 


Merrill  Lynch 

A  tradition  of  trust. 


Interco  Inc. 


them.  On  June  27,  1988  Interco's 
compensation  and  finance  commit- 
tees recommended  parachutes  for  se- 
nior management.  On  July  11  the 
board  okayed  a  new  poison-pill  share- 
holder rights  plan. 

On  July  27  the  Rales  brothers  sent  a 
S 64  per-share  tender  offer  to  the 
company,  whose  stock  had  been  sell- 
ing at  40  just  two  months  earlier.  At 
the  urging  of  managers,  the  board 
said  no.  It  still  said  no  when  the 
raiders  raised  the  price  to  S74  a  share. 
The  board  flatly  refused  to  negotiate 
with  the  Raleses.  Although  the  board 
was  duty- bound  to  consider  in  good 
faith  all  offers,  it  stonewalled  the  raid- 
ers, one  member  openly  referring  to 
them  as  "bad  guys."  Bad  guys  or  not, 
an  offer  was  on  the  table.  The  board 
ignored  it. 

On  Sept.  20,  the  management 
board  members  voted  to  top  the 
Raleses'  bid  with  a  bid  from  the  com- 
pany itself,  which  amounted  to  a 
payout  of  S76  a  share  for  all  of  its  38 
million  shares.  The  board  also  voted 
to  borrow  S2  billion;  the  balance  of 
the  payout  would  come  in  the  form  of 
subordinated  debt.  Shareholders  thus 
swapped  equity  for  cash,  debt  and  a 
less  valuable,  or  "stub,"  share. 

Self-dealing?  It  looks  that  way,  ac- 
cording to  Mayerson.  Where  was  the 
board?  Mayerson  shows  that  its  delib- 
erations were  cursory:  Board  mem- 
bers relied  on  oral  presentations  and 
slides  that  Mayerson  characterizes  as 
summaries.  No  backup  information 
was  attached.  New  York's  Wachtell 
Lipton,  the  law  firm  that  takeovers 
made  rich  and  famous,  advised  the 
board  not  to  take  notes  of  its  delibera- 
tions on  the  management-led  take- 
over so  as  to  have  nothing  for  the 
other  side  to  discover  in  the  event  of  a 
lawsuit.  Thus  directors  simply  ac- 
cepted management's  projections  at 
face  value. 

The  projections  were  almost  laugh- 
able. Take  the  $75  million  in  cost 
savings  that  Interco's  investment  ad- 
visers, Wasserstein  Podia,  deemed 
instrumental  to  the  deal's  success.  It 
appears  to  Mayerson  that  the  man- 
agement group  figured  out  how 
much  they  would  have  had  to  increase- 
cash  flow  in  order  to  handle  the  deal 
di\K.\  then  worked  backwards  to  find 
the  money.  The  company's  chief  ti 
nancial    officer   mu\    the    controller 


took  forecasts  received  from  the  op- 
erating subsidiaries  and  massaged 
the  numbers  until  they  came  up  with 
S75  million  in  savings.  The  board 
accepted  the  numbers  at  the  next 
meeting. 

Where  were  the  investment  bank- 
ers? As  late  as  Nov.  13,  three  days 
before  the  Raleses'  offer  was  set  to 
expire,  adviser  Bruce  Wasserstein 
called  Chief  Executive  Saligman  at 
home  to  ask  him,  once  again,  whether 


Former  Chairman  Harvey  Saiig 

Saving  the  company  for  management. 


he  was  sure  the  cost  savings  could  be 
achieved.  Saligman  told  him  he  would 
bring  the  question  before  the  board 
the  next  day.  No  problem,  said  Rich- 
ard Loynd,  then  vice  president,  now 
chairman  of  Interco. 

Financing  the  deal  also  depended 
on  asset  sales.  The  projections  here 
were  just  as  ephemeral.  Management 
put  ridiculously  high  prices  on  Inter 
CO's  Ethan  Allen  furniture  galleries 
subsidiary  and  on  in  apparel  division. 
In  fact,  these  two  businesses  fetched 
just  S639  million,  a  huge  drop  from 
the  SI  billion  or  so  that  management 
projected. 

Almost  all  the  numbers  on  which 
the  deal  was  based  were  shaky.  Man 
agement  painted  a  too  rosy  picture  o\ 
the  businesses  it   intended  to  keep 
1  oynd  projected  thai  operating  in 
come  at  Converse,  Interco's  sneaker 
company,  would  surge  by  two  thirds 


In  reality,  Converse  was  facing  disas- 
ter. A  new  shoe,  the  Energy-  Wave 
leather  basketball  shoe,  came  out 
priced  S20  above  the  competition. 
The  Energy  Waves  had  to  be  dumped 
at  a  loss  through  discounters.  So 
much  for  that  projection.  According 
to  Mayerson,  Loynd  should  have 
known  that  the  shoe  was  in  trouble  at 
the  time  he  made  his  overly  optimistic 
projections. 

In  mid-October,  before  the  lever- 
aged recap  was  complete,  Goldman, 
Sachs  told  Interco's  general  counsel 
that  it  would  be  hard  to  sell  the 
apparel  division  for  the  projected 
price  because  its  performance  was 
slipping.  The  general  counsel  never 
even  bothered  to  inform  Wasserstein 
Perella. 

Instead  of  bringing  between  S425 
million  and  S475  million,  as  Wasser- 
stein predicted,  the  sale  of  the  apparel 
division  netted  Interco  only  S292 
million.  One  store,  Interco's  Lon- 
dontown,  was  sold  to  an  insider. 

Where,  during  all  this,  were  the 
banks  that  were  putting  up  the  financ 
ing  for  the  deal?  How  much  probing 
did  they  do  to  protect  their  S2  billion 
in  loans?  Very  little,  claims  Mayerson. 
The  four  lead  banks  were  First  Na 
tional  Bank  of  Chicago,  Manufactur- 
ers Hanover,  Morgan  Guaranty  and 
Chase.  She  says  they  treated  Interco  as 
a  fee  machine.  "In  light  of  the  huge 
fees  and  huge  syndications  |  except  for 
Chicago  .  thev  were  guaranteed  on 
getting  out,  no  matter  what 
Mayerson. 

They    had    ample    reason    to    be 
greedy.  As  did  the  investment  ad 
ers.    In    11    closely    packed    pac 
Mayerson's   report   details   the    v 
million  in  fees  they  charged  Interco 

Wasserstein      Perella?      Maw 
faults  the  investment  firm  for  sin- 
omission  rather  than  of  commission; 
it  simply  took  management's  num- 
bers and  crunched  out  its  deal  ba- 
on  them.  Fiction  in,  fiction  out. 

Anyone    reading    this    report — it 
isn't  casv  going — can  only  come  aw  a\ 
with  the  conclusion  that  there 
more  to  the  collapse  or  the  takeover 
boom  than  the  catching  ot\\  few  n. 
crooks  like  Martin  Siege!  and  Ivan 
Boesk)   Everybody ,  just  about  < 
body,  got  so  earned  awa\  with  nv 
ing  deals  that  thev  forgot  that  two  and 
two  can  never  equal  si\  BBl 
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The  stock  market  has  been  betting  that  1992  will  be 
the  year  when  lots  of  corporate  earnings  rebound. 
Here  are  the  companies  where  big  changes  are  in  store. 


Prosperity 
around 
the  corner.5 


By  Steve  Kichen  and  Eric  S.  Hardy 

Securities  analysts  are  predicting  | 
that  corporate  profits  will  increase  - 
30%  next  year.  Even  allowing  for  the 
overoptimism  to  which  this  group  of 
professionals  is  prone,  that  looks  like  a 
healthy  rebound  from  the  dismal 
earnings  being  reported  today.  Which 
companies  are  expected  to  show  the 
strongest  improvement?  A  collection 
of  the  more  prominent  ones  appears 
in  the  table  below. 

Analysts  expect  transportation 
companies  to  report  earnings  gains 
averaging  213%  next  year.  This  is 
more  a  reflection  of  the  abysmal  year 
many  of  these  companies  have  had  in 
1991  than  an  expectation  of  unexam- 


pled prosperity.  Despite  the  collapse 
of  Midway  Airlines  and  the  Chapter 
1 1  bankruptcy  filing  of  America  West 
Airlines,  analysts  are  showing  some 
optimism  about  larger  carriers  such  as 
AMR  Corp. 

Analysts  look  to  technology  com- 
panies to  post  earnings  growth  of  56% 
next  year.  But  the  prospects  for  sever- 
al subgroups  within  the  technology 
sector  aren't  so  good.  Earnings  for 
computer  and  semiconductor  stocks 
are  expected  to  grow  only  modesdy. 
Computer  software  is  the  bright  spot 
in  the  technology  business. 

Take  these  forecasts  with  a  grain  of 
salt.  The  "confidence  factor"  column 
shows  how  much  agreement  there  is 
among  the  analysts  about  future  earn- 
ings. The  "very  low"  factor  for  Asar- 
co's  1992  earnings,  for  example, 
means  there  is  an  extremely  wide 
range  of  estimates  among  the  16  ana- 
lysts who  follow  the  stock.  As  it  hap- 
pens, the  estimates  range  from  a  profit 
of  $4  per  share  to  a  loss  of  10  cents. 

The  first  table  shows  corporations 
expected  to  post  a  significant  rise  in 
profits  next  year.  Deere  &  Co.  and 
Paccar  are  among  the  biggest  expect- 
ed winners.  On  page  298  are  two 
tables:  one  of  rebound  candidates, 
companies  whose  earnings  are  sup- 
posed to  move  from  a  deficit  to  a 
profit,  and  one  of  danger  spots,  com- 
panies for  which  even  the  normally 
bullish  analysts  are  forecasting  losses 
in  1992.  m 


Good  news 

Company/business 

Recent 
price 

1  itr^t  1  **   ~—»~*l* 

FstimatpH  FP^- 

1992 
confidence 

Indicated 
dividend 

Price/ 
book 

EPS 

P/E              1991 

1992 

% 

change 

factor 

value 

Allegheny  Ludlum/steel 

24 

$1.14 

21.1            $1.26 

$2.24 

78% 

average 

$0.88 

2.27 

Alza/drugs 

83 

0.89 

NM              1.04 

1.67 

61 

average 

0.00 

12.19 

AMAX/nonferrous  metals 

20 

1.16 

17.3             0.53 

1.25 

136 

very  low 

0.80 

0.79 

Amerada  Hess/oil 

56 

1.93 

28.8              1.89 

3.09 

63 

low 

0.60 

1.45 

Anadarko  Petroleum/oil  &  gas 

31 

0.88 

34.8             0.59 

1.01 

71 

low 

0.30 

2.72 

Arco  Chemical/chemicals 

37 

1.95 

18.9              1.67 

2.74 

64 

low 

2.50 

2.01 

Arkla/gas  utility 

17 

1.65 

10.0             0.73 

1.21 

66 

average 

1.08 

1.65 

Arvin  Industries/auto  parts 

21 

1.00 

21.4             0.91 

1.77 

95 

average 

0.68 

1.04 

Asarco/nonferrous  metals 

25 

2.32 

10.8              1.36 

2.18 

60 

very  low 

1.60 

0.68 

Bank  of  New  York/banking 

34 

1.27 

26.9              1.33 

3.83 

188 

average 

1.52 

0.95 

NM:  Not  meaningful. 

Sources,  institutional  Brokers  Estimate  System  and  Value  Line  Database  Service  via  Lotus  One  Source. 

These  65  stocks  are  expected  to  show  sharp  earnings  gains  next  year.  The  list  is  limited  to  companies 
likely  to  earn  at  least  50  cents  a  share  in  1991  and  followed  by  three  or  more  security  analysts. 
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Company/business                                 Recent 

price 

1  afoct  1  O-m/uith 

F^timatprl  FP«% 

1992 

confidence 

Indicated 
dividend 

Price/ 
book 

1-diCol   1 

EPS 

P/E 

1991 

CbllllktlCU  Lrj 

1992 

% 

change 

factor 

value 

Barnett  Banks/banking 

33 

$1.23 

26.7 

$1.68 

$2.61 

55% 

low 

$1.32 

1.32 

Black  &  Decker/tools,  hardware 

18 

0.94 

18.8 

0.72 

1.36 

89 

low 

0.40 

1.18 

Borland  Intl/computer  software 

73 

1.92 

37.8 

2.03 

3.15 

55 

average 

0.00 

11.90 

Burlington  Northern/railroad 

40 

1.57 

25.5 

1.92 

3.23 

68 

average 

1.20 

2.46 

CBS/broadcasting 

156 

-1.27 

NM 

5.18 

9.99 

93 

low 

1.00 

1.54 

Cadence  Design  Systems/computer  software 

23 

0.77 

30.0 

0.58 

1.17 

102 

average 

0.00 

4.36 

Chesapeake/forest  products 

23 

0.55 

40.9 

0.77 

1.39 

81 

low 

0.72 

1.46 

Control  Data/computers 

10 

0.53 

18.6 

0.53 

0.97 

83 

low 

0.00 

0.95 

Crestar  Financial/banking 

19 

0.77 

25.0 

1.30 

2.15 

65 

low 

1.32 

0.83 

Danaher/auto  parts 

19 

0.80 

24.2 

0.83 

1.77 

113 
213 

low 
low 

0.00 

1.79 

Deere  &  Co/farm  equipment 

54 

1.78 

30.1 

1.10 

3.44 

2.00 

1.35 

Eaton/auto  parts 

60 

2.83 

21.2 

2.57 

4.76 

85 

average 

2.20 

1.78 

Enron  Oil  &  Gas/oil  &  gas 

25 

0.71 

35.2 

0.61 

0.95 

56 

low 

0.20 

3.11 

Enserch/gas  pipeline 

17 

0.49 

34.4 

0.63 

1.06 

68 

low 

0.80 

1.51 

Foremost  Corp  of  America/insurance 

21 

0.88 

23.7 

0.74 

2.00 

170 

average 

1.08 

NM 

Geneva  Steel/steel 

19 

1.79 

10.7 

1.41 

2.28 

62 

average 

0.00 

2.03 

Gitano  Group/apparel 

17 

-0.77 

NM 

0.69 

1.88 

172 

average 

0.00 

1.33 

BF  Goodrich/chemicals 

41 

1.25 

32.6 

1.10 

2.52 

129 

low 

2.20 

0.83 

Grace  Energy/oil  &  gas 

16 

0.64 

24.8 

0.50 

0.92 

84 

very  low 

0.00 

0.67 

IBM/computers 

99 

5.73 

17.3 

4.34 

8.47 

95 

average 

4.84 

1.32 

James  River/forest  products 

21 

1.03 

20.5 

0.98 

1.59 

62 

low 

0.60 

0.78 

Kaufman  &  Broad  Home/home  building 

13 

0.51 

25.7 

0.76 

1.49 

96 

low 

0.30 

1.55 

Louisiana  Land  &  Expl/oil 

41 

1.48 

27.5 

1.04 

1.62 

56 

low 

1.00 

2.56 

Louisiana  Pacific/forest  products 

39 

1.20 

32.8 

1.62 

3.05 

88 

low 

1.08 

1.21 

Masco  Corp/building  materials 

23 

0.27 

NM 

0.80 

1.49 

86 

low 

0.60 

1.92 

Mead/forest  products 

35 

0.33 

NM 

1.31 

2.20 

68 

low 

1.00 

1.33 

Herman  Miller/office  products 

16 

1.12 

14.0 

1.14 

1.78 

56 

low 

0.52 

1.27 

Nacco  Industries/coal 

48 

2.49 

19.3 

2.21 

4.53 

105 

low 

0.62 

1.21 

Owens-Corning  Fiberglas/bu i Id ing  materials 

20 

0.86 

23.4 

1.26 

2.80 

122 

very  low 

0.00 

NM 

PHM/home  building 

17 

1.03 

16.9 

1.12 

1.81 

62 

average 

0.12 

1.29 
1.63 

Paccar/trucks 

49 

0.77 

64.0 

1.04 

3.05 

193 

low 

1.00 

Paramount  Communications/entertainment 

41 

1.56 

26.4 

1.29 

2.05 

59 

average 

0.70 

1.26 

Piedmont  Natural  Gas/gas  utility 

33 

1.74 

19.0 

1.72 

2.66 

55 

average 

1.76 

1.80 

Polaroid/imaging  prods 

29 

1.54 

18.6 

1.52 

2.50 

64 

average 

0.60 

6.90 

Quanex/steel 

23 

1.32 

17.2 

1.06 

1.87 

76 

low 

0.48 

1.85 

Quantum/computer  disk  drives 

12 

1.31 

8.8 

0.93 

1.46 

57 

low 

0.00 

1.89 

Ryder  System/trucking 

19 

0.72 

26.4 

0.80 

1.49 

86 

average 

0.60 

1.05 

Ryland  Group/home  building 

23 

0.70 

32.5 

1.13 

2.13 

88 

low 

0.60 

1.60 

Scott  Paper/forest  products 

37 

1.85 

19.7 

1.68 

2.79 

66 

low 

0.80 

1.24 

Seagull  Energy/gas  pipeline 
Southwest  Airlines/airline 

29 
27 

0.99 

29.4 

0.86 

1.31 
1.84 

52 

low 

0.00 

1.70 

0.32 

NM 

0.70 

163 

low 

0.10 

1.90 

Springs  Industries/textiles 

33 

1.47 

22.7 

1.77 

2.96 

67 

low 

1.20 

1.04 

Sun/oil 

29 

0.96 

30.6 

1.61 

2.53 

57 

low 

1.80 

0.95 

Teledyne/indus  &  consumer  prods,  electron 

20 

0.24 

82.8 

1.19 

1.81 

52 

low 

0.80 

2.10 

Tellabs/office  products 

19 

0.27 

70.8 

0.53 

1.05 

98 

average 

0.00 

1.88 

Tosco/oil 

24 

1.72 

14.0 

1.96 

3.04 

55 

very  low 

0.60 

2.16 

Transco  Energy/gas  utility 

22 

1.52 

14.3 

0.60 

1.65 

175 

low 

1.36 

1.11 

Trinity  Induilrits/metal  products 

29 

1.24 

23.1 

1.28 

2.34 

83 

low 

0  BO 

1.78 

USX-Marathon  Group/oil 

30 

NA 

NA 

1.01 

1.57 

55 

low 

1.40 

2.17 

Union  Camp/forest  products 
United  Technologies/aerospace 

49 
50 

2.28 

21.6 

1.89 

2.98 

58 

low 

1.56 

1.74 

2.75 

18.2 

2.34 

4.60 

97 

average 

1.80 

1.33 

Unocal/oil 

26 

0.88 

30.0 

0.77 

1.48 

92 

low 

0.70 

2.43 

Weyerhaeuser/forest  products 

25 

1.16 

21.7 

1.14 

1.86 

63 

average 

1.20 

1.31 

Willamette  Industries/forest  products 

59 

1.75 

33.9 

1.89 

3.76 

99 

low 

1.60 

1.53 

Yellow  Freight/trucking 

31 

1.37 

22.7 

1.32 

2.18 

65 

low 

0.94 

1.86 

NA:  Not  available.  NM:  Not  meaningful. 

Sources:  Institutional  Brokers  Fstimate  System  and  Value  Line  Database  S 

via  Lotus  Cne  Source. 
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NEC  is  a  world  leader 

in  virtually  every  category 

of  imaging  technology: 

from  the  brilliant 
displays  on  our  laptops. 

to  our  MultiSync' 

monitors,  color  thermal 

printers,  CD-ROM 

readers  and  more. 


Introducing  the  first 
486SX  laptop  computer 
that  comes  in  256  colors. 

The  new  ProSpeecT  486SX/C  laptop  is  a  breakthrough  made  possible  only  by  NEC's 
mastery  of  active  matrix  color  display  technology:  the  first  486SX  laptop  computer 
with  a  TFT  screen  capable  of  displaying  256  colors  at  640  x  480  resolution. 

The  result:  some  of  the  most  brilliant,  photographic-quality  images  you've  ever  seen 
on  any  computer  screen,  laptop  or  otherwise.  It  also  puts  on  an  equally  spectacular  dis- 
play of  power,  thanks  to  an  Inter  486SX™  microprocessor  running  at  20MHz,  a  120  or 
200MB  hard  drive,  and  the  first  32-bit  EISA  bus  to  be  found  on  any  laptop.  Add  to  that 
its  full-size  keyboard,  and  a  full  complement  of  ports,  and  you  have  the  perfect  solution 
for  any  application  requiring  massive  amounts  of  power— from  software  demonstrations 
to  sales  presentations,  complex  graphs  and  diagrams  to  CAD-CAM,  and  beyond. 


V   „l  NEC  HofT.e  E 


d  MultiSync  «  a  rag'tl 


trademeik  of  NEC  Tachnotogroa,  I 


■  '•guttied  trademark  and  486SX  li  a  trademark 


Pi  Corp  ©  1991  NEC  Technolofl'e*  inc 


Because  ^  is  the  way  you  want  to  go. 


NEC 


CMC 

Computers  and  Communications 


For  more  information,  call  1-800-NEC-INFO. 


STATISTICAL  SPOTLIGHT 


Rebounds 

Company/business 

Recent 

Latest 

—Estimated  EPS— 

1992 

Indicated 

Price/ 

price 

12-month 
EPS 

1991 

1992 

confidence 
factor 

dividend 

book 
value 

Bank  of  Boston/banking 

13 

$-4.74 

$-1.68 

$0.76 

very  low 

$0.00 

0.64 

Bethlehem  Steel/steel 

14 

-1.58 

-2.33 

1.69 

very  low 

0.40 

0.92 

CalFed/savings  &  loan 

2 

-7.31 

-0.86 

0.57 

very  low 

0.00 

0.04 

Consolidated  Freightways/trucking 

13 

-1.26 

-1.40 

1.07 

very  low 

0.00 

1.07 

Continental  Bank/banking 

10 

-2.39 

-1.88 

1.80 

low 

0.60 

0.41 

Cummins  Engine/diesel  engines 

50 

-8.79 

-5.07 

2.27 

low 

0.20 

1.33 

First  Interstate/banking 

30 

-2.76 

-3.71 

2.87 

low 

1.20 

0.75 

LA  Gear/shoes 

11 

-1.55 

-1.41 

0.61 

very  low 

0.00 

1.07 

Laclede  Steel/steel 

11 

-1.66 

-1.86 

1.00 

very  high 

0.00 

0.36 

Outboard  Marine/outboard  motors 
Pacific  Western  Bancshares/banking 

18 

-4.71 

-3.27 

1.10 

very  low 

0.40 

0.62 

7 

-0.08 

-0.17 

0.63 

average 

0.24 

0.87 

Phoenix  Technologies  Ltd/software  &  computer  svcs 

9 

-0.31 

-0.01 

0.60 

low 

0.00 

3.84 

Rochester  Community  Savings  Bk/savings  &  loan 

6 

-2.71 

-0.42 

0.97 

average 

0.00 

0.26 

Stevens  Graphics/communciations 

5 

-1.23 

-0.50 

0.58 

very  low 

0.00 

NM 

Tenneco/gas  pipeline 

35 

-4.43 

-1.14 

3.22 

low 

1.60 

1.26 

Texfi/textiles 

6 

-0.65 

-0.60 

0.71 

low 

0.00 

NM 

USX-US  Steel  Group/steel 

29 

0.75 

-4.65 

2.99 

very  low 

1.00 

0.67 

Varity/farm  equipment 

20 

0.41 

-0.47 

2.86 

low 

0.00 

0.99 

NM:  Not  meaningful. 

Sources:  Institutional  Brokers  Estimate  System  and  Value  Line  Database  Service  via  Lotus  One  Source. 

Unless  they  have  a  miraculous  fourth-quarter  comeback,  these  companies  are  expected  to  lose  money  in  1991  but 
make  money  next  year.  For  this  table  we  picked  firms  with  large  earnings  swings  relative  to  share  price. 


Hazards  ahead 

Company/business 

Recent 

Latest 

—Estimated  EPS— 

1992 

Indicated 

Price/ 

price 

12-month 
EPS 

1991 

1992 

confidence 
factor 

dividend 

book 
value 

California  Biotechnology/biotechnology 

24 

$-0.59 

$-0.64 

$-0.72 

low 

$0.00 

4.62 

Comcast/communications 

18 

-1.45 

-1.26 

-0.96 

very  low 

0.14 

NM 

Contel  Cellular/cellular  communications 

23 

-1.26 

-1.24 

-0.99 

very  low 

0.00 

NM 

Cytogen/biotechnology 

18 

-1.12 

-1.04 

-0.69 

very  low 

0.00 

6.90 

Gensia  Pharmaceuticals/drugs 

39 

-1.63 

-1.69 

-1.30 

low 

0.00 

NM 

Lin  Broadcasting/cellular  communications 

73 

-2.93 

-2.56 

-1.03 

very  low 

0.00 

NM 

McCaw  Cellular/cellular  communications 

29 

-3.05 

-2.66 

-1.85 

very  low 

0.00 

2.50 

Metro  Mobile  CTS/cellular  communications 

22 

-1.31 

-1.06 

-0.62 

very  low 

0.00 

NM 

Midlantic/banking 

6 

-12.50 

-10.92 

-1.66 

very  low 

0.00 

0.18 

MNC  Financial/banking 
Repligen/biotechnology 

5 
18 

-5.11 

-2.00 

-1.12 

very  low 

0.00 

0.38 

-0.65 

-0.65 

-0.68 

high 

0.00 

4.88 

Synergen/biotechnology 

60 

-0.50 

-0.41 

-0.58 

low 

0.00 

18.89 

Time  Warner/communications 

91 

-12.05 

-9.85 

^.88 

very  low 

1.00 

14.48 

Tucson  Electric/electric  utility 

5 

-19.92 

-2.91 

-1.82 

low 

0.00 

0.45 

United  Artists  Entertainment/broadcasting 

16 

-1.35 

-0.72 

-0.63 

low 

0.00 

NM 

USAir  Group/airline 

10 

-12.47 

-8.78 

-2.16 

very  low 

0.00 

0.33 

USF&G/msurance 

7 

-2.37 

-1.74 

-0.53 

very  low 

0.20 

0.57 

Vanguard  Cellular/cellular  communications 

27 

1.07 

-1.48 

-0.84 

low 

0.00 

NM 

Zenith  Electronics/consumer  electronics 

7 

-2.76 

-1.96 

-0.50 

very  low 

0.00 

0.57 

NM:  Not  meaningful. 

Sources:  Institutional  Brokers  Estimate  System  and  Value  L 

ne  Database  Set  i 

The  rose-colored  glasses  typically  worn  by  analysts  are  not  tinted  enough  to  help  these  19  firms.  They're  all 
expected  to  continue  their  moneylosing  ways  in  1992.  Note  the  steep  price  to-book  ratios  for  many  of  these  stocks. 
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It  was  an  unlikely  alliance. 

But  when  five  state  governments,  two  wildlife  conservation 
groups  and  one  energy  company  came  together,  32  species  of 
threatened  wildfowl  secured  a  brighter  future. 


The  partnership  called  itself  The  Playa  Lakes  Joint  Venture. 
Its  mission,  to  enhance  and  protect  the  wetlands  resource  of  the 
Playa  Lakes  region  critical  to  wildlife. 

Boosted  by  grants  from  private  landowners,  state  wildlife 
agencies  in  Texas,  Oklahoma,  Kansas,  New  Mexico  and  Colorado, 
with  the  US.  Fish  &  Wildlife  Service  and  Ducks  Unlimited,  Inc., 
matched  donations  from  Phillips  Petroleum  to  protect  vital  avian 
breeding  and  migrating  habitats.  Habitats  that  with  resources  and 
restoration  could  slow  the  dramatic  decline  of  millions  of  ducks, 
geese  and  cranes  from  lack  of  water. 

It  was  an  unlikely  alliance.  But  when  five  state  governments, 
two  wildlife  conservation  groups  and  one  energy  company  came 
in  with  concern  and  came  out  with  solutions,  it  seemed  more 
inspired  than  unlikely,  after  all. 

PHILLIPS  PETROLEUM  COMPANY© 


For  more  information  about  what  we  are  doing  to  protect  our  environment,  write:  Playa  Lakes,  Phillips  Petroleum  Company,  16C4  Phillips  Building 
Bartlesville,  Oklahoma  74004. 


■  i.Hil^lU 


EDITED  BY  JOSHUA  LEUINE 


A  kind  of  Madonna  of  South  America, 
but  for  children,  Brazil's  Xuxa  is  poised 
to  conquer  the  North. 

Shoe-shoe, 
buy,  buy 


By  Joel  Millman 

A  Nordic-looking  stunner  in  reveal- 
ing black  hot  pants,  backed  by  pranc- 
ing dancers  in  similar  outfits,  is  chirp- 
ing a  singsong  ditty  to  a  TV  studio 
audience  of  squealing  Brazilian  kids. 
The  song  goes:  "Shoe-shoe-shoe, 
sha-sha-sha."  The  crowd  goes  wild. 

And  then  runs  out  to  plunk  down 
cruzeiros  for  one  of  the  flaxen-haired 
singer's  50  licensed  products — $52 
million  worth  this  year.  The  singer  is 
Xuxa  (pronounced — you  guessed 
it — SHOE-sha),  and  her  army  of  ador- 
ing kids  has  made  her  one  of  the 
world's  richest  entertainers.  With  in- 
come of  some  $20  million  in  the  past 
two  years,  Xuxa  became  the  first  Latin 
American  to  crack  the  Forbes  list  of 
top-earning  entertainers  (Sept.  30). 

Now  Xuxa  is  poised  to  go  global. 
Earnings  potential — estupendo!  Un- 
der a  deal  signed  earlier  this  year  with 
Argentina's  Telefe  network,  Xuxa  is 
already  producing  Spanish -language 
versions  of  her  popular  daily  TV  show 
to  air  in  16  South  American  countries. 
In  the  U.S.  the  Univision  Spanish- 
language  network  airs  a  one- hour  ver- 
sion of  the  Telefe  broadcast  on  Satur- 
day and  Sunday  mornings.  Xuxa  will 
invade  Mexico  next  year  and  is  plan- 
ning an  assault  on  Spain. 

A  kind  of  Latin  American  Madon- 
na, Xuxa  isn't  exactly  a  conventional 
model  for  youth.  Born  Maria  da 
Ciraca  Meneghel,  the  granddaughter 
of  Austrian  Italian  immigrants,  Xuxa, 
28,  started  out  as  a  Ford  Agency 
model.  Soon  she  was  a  star  in  soft  core 
porn  films,  and  the  highly  visible  girl- 
friend of  soccer  star  Pele.  The  rumor 
mill  churns  with  lurid  tales,  linking  her 
romantically  t<>  various  South  Amen 
can  celebrities,  the  latest  being  Ai  gen 
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Super Xuxa 
Blonde  Brazilian 
bombshell  Xuxa 
hosts  a  daily  4%- 
hourTVshowandis 
all  the  rage  with 
the  kids. 


tina's     president,     Carlos     Menem. 
"Women  see  an  overachiever,  while 
men  want  to  dump  their  wives  and 
marry  her,"  says  Jose  Hduardo  Men 
donca,  editor  of  the  music  trade  maga 
/ine  Hif.n  Sao  Paulo. 

Yet  her  basic  audience  is  not  adults 
but  kids.  While  flaunting  a  tlambo\ 
ant  sex  life,  Xuxa  warns  kids  to  brush 
their  teeth,  and  her  cartoon  style 
public  service  announcements  preach 
such  virtues  as  looking  both  ways 
before  crossing  the  street.  Her  kids' 
show  mixes  bouncy  numbers  like 
"Everybody's  Dancing,  Everybody's 


Happy"  with  chaotic  contests— sack 
races,  for  instance,  boys  versus  girls. 

Madonna,   meet    Captain    Kanga 
roo.  Xuxa  appeals  to  boys  and  girls 
alike,  for  whom  she  represents  a  kind 
of  glamorous  mother  imagi 

Her  daily  show     4' 4  hours  in  Bra 
/il     tops  the  ratings,  bested  only  b\ 
the  occasional  championship 
match.  Since   1986  she  has  sold   IS 
million  albums  in  both  Spanish  and 
Portuguese.  She  also  sells  books  and 
\  ideocassettes  .\n<\  makes  kiddie  mo\ 
ies.  Brazilian  kids  snap  up  200,000 
Xuxa  comic  books  a  month. 

Forbes  ■  December?,  lgv)i 


But  her  biggest  moneymaker  is 
merchandising.  Xuxa  Producoes  li- 
censes products  carrying  her  name 
and  image:  toys,  belts,  bicycles  and 
sandals — 19  million  pairs  sold  since 
1986.  (The  plastic  sandals  say  Xuxa 
on  the  front  and  sides.)  Altogether, 
Xuxa  merchandise  threw  off  royalties 
of  $5.2  million  for  Xuxa  Producoes 
last  year,  according  to  Veja,  the  larg- 
est Brazilian  newsweekly. 

How  will  she  play  outside  Brazil?  A 
chain  of  24  toy  stores  in  Puerto  Rico 
added  Xuxeria  boutiques  this  year, 
and  already  the  Xuxa  doll  has  become 


*x 


yfc 


The  merchandise  is  the  message 
Xuxa's  roster  of  50  licensed  products 
earned  her  more  than  $5  million  last  year. 


Xuxa  dolls  on  parade 
Watch  out,  Ninja  Turtles. 
Xuxa  is  heading  your  way. 
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the  top  seller,  beating  out  Ninja  Tur- 
tles. In  the  U.S.  a  half-million  pairs  of 
Xuxa  sandals  have  been  sold. 

Xuxa  doesn't  really  need  to  flog  the 
merchandise.  All  she  needs  is  expo- 
sure. In  many  Latin  American  coun- 
tries, blond  hair  and  light  skin  equate 
with  status,  and  they  don't  come  any 
blonder  than  Xuxa.  "To  kids,  she's 
like  some  kind  of  inaccessible  blonde 
princess — tall,  blue-eyed  and  rich. 
The  only  way  they  can  be  like  her  is  to 
buy  her  products,"  says  Mendonca. 

The  business  brain  behind  Xuxa 
Producoes?  A  shrewd  manager 
named  Marlene  Mattos,  who  keeps  TV 
syndication  rates  low  to  get  maximum 
exposure  for  her  product.  For  in- 
stance, syndication  rates  are  set  at 
$300  per  hour  for  small  markets  like 
Paraguay  and  just  $3,000  for  Venezu- 
ela. But  once  Xuxa  becomes  a  local 
icon,  the  Xuxa  product  blitz — mar- 
keted directly  by  retailers — follows 
close  behind,  says  Eduardo  Metzger, 
who  coproduces  the  Xuxa  show  for 
Telefe.  Metzger  plans  to  introduce 
some  40  Xuxa  products  in  Argentina 
next  year.  Things  work  differently  in 
the  U.S.,  where  Univision  agreed  to 
run  ads  for  Xuxa's  sandals  on  the 
shows  in  return  for  a  percentage  of 
sales.  "It's  a  highly  unusual  arrange- 
ment," concedes  Giora  Breil,  a  Univi- 
sion vice  president  in  Miami.  "Basi- 
cally, we  did  it  to  hype  the  show." 

American  entertainment  compa- 
nies can  probably  learn  something 
about  synergy  from  the  Xuxa  phe- 
nomenon. Xuxa's  broadcast  oudet  in 
Brazil  controls  a  wide  variety  of  media 
properties,  which  have  both  cashed  in 
on  the  Xuxa  image  and  helped 
strengthen  it  with  records  and  tapes. 
Argentina's  Telefe  counts  among  its 
principal  shareholders  the  prominent 
Vigil  family,  owners  of  Editorial  At- 
lantida,  Argentina's  biggest  four-col- 
or magazine  printing  facility.  Atlan- 
tida  publishes  the  weekly  Gente, 
which  has  featured  Xuxa  on  its  cover 
three  times  since  March,  each  time 
selling  90%  of  its  130,000  issues. 

One  cover  story  "Xuxa  and  the 
Devil" — examined  widespread  claims 
that  satanic  messages  could  be  heard 
by  playing  Xuxa's  records  backwards. 
Bad  publicity?  For  Xuxa,  there's  no 
such  thing.  Within  a  month,  there  was 
barely  a  Xuxa  record  or  tape  to  be 
found  in  the  stores.  ■■ 


In  pursuit  of  tightly  targeted  audiences,  some 
advertisers  are  producing  their  own  magazines.  Effective 
advertising?  That's  probably  the  wrong  question. 

Self-made 
press  lords 


HERE'S  THE  LATEST  way  to  sell  your 
product:  Put  out  an  expensively  pro- 
duced, glossy  magazine  with  elegant 
photography  and  nicely  written  but 
bland  articles.  Send  it  to  a  tighdy 
targeted  audience,  mostly  current 
customers. 

The  sales  pitch  is  expected  to  seep 
in  through  the  editorial  material  that 
engages  the  reader  on  its  own  merits. 
If  it  works,  the  thinking  goes,  the 
reader  develops   a  deeper   "bond" 


with  the  corporate  sponsor  than  with 
the  shrill  clang  of  a  hard-sell  ad. 

This  muted  horn-tooting  doesn't 
come  cheap.  A  32-page  quarterly  sent 
to  300,000  names  costs  in  the  neigh- 
borhood of  SI  million  a  year,  includ- 
ing postage.  That  means  it  costs  about 
80  cents  per  reader  for  an  issue.  By 
contrast,  an  advertiser  can  reach  read- 
ers at  a  cost  of  about  half  a  cent  a  head 
for  a  page  of  four-color  advertising  in 
a  subscriber  magazine  with  a  desirable 


Timberland's  new 

"Elements"  magazine 

Muted 

horn-tooting 

instead  of 

a  shrill 

hard  sell. 


FedEx  magazines  for 
market  niches 
Asians,  senior 
executives  and 
office  staff  get 
their  own  editions. 
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KEEPING  UP  ISNT  GETTING  ANY  EASIER. 

OR  IS  IT? 


If  you  think  business  Is  operating  on  a  fast  track  today, 
just  wait  until  tomorrow.  And  the  next  day. 

But  no  matter  how  absurd  the  pace  gets,  from  now  on 
keeping  up  will  be  a  lot  easier. 

Thanks  to  the  Minolta  EP  8601  high-volume  copier. 

This  workhorse  turns  out  60  copies  per  minute.  Handily. 

Staples,  stamps  ("Urgent;  "Confidential,"  etc.)  and  sorts 
at  the  touch  of  a  button. 

Produces  up  to  50,000  copies  between  toner  refills 
(double  that  of  any  copier  In  Its  class). 

Even  accesses  up  to  50  different  messages  for 


solving  virtually  any  copying  problem,  via  an  easy-to-read 
LCD  screen.  So  if  you're  Interested  In  keeping  up,  we 
suggest  you  look  Into  this  or  any  of  our  high-productivity 
copiers  today.  After  all,  time's  a-wastln'. 
Call  1-800-9  -MINOLTA. 


COPIERS  AND  FAX  MACHINES 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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Benetton's  new 
"Colors"  magazine 
A  kind  of 

one-world  lovef est. 
But  does  it 
sell  sweaters? 


"Philip  Morris"  goes 
to  10  million  readers 
The  heavy-handed 
message: 
If  you  smoke, 
we're  behind  you. 


(i.e.,  high -income)  readership.  So  this 
is  not — repeat,  not — a  cheap  way  to 
reach  prospects.  In  its  favor,  however, 
is  that  the  advertiser  has  total  control 
of  the  editorial  environment  and  can 
run  as  many  ads  as  he  chooses. 

Companies  like  Timberland,  MCI, 
Federal  Express,  Philip  Morris  and 
Benetton  have  jumped  on  the  new 
publishing  bandwagon.  "And  there 
are  more  coming,"  says  James  Guth- 
rie, executive  vice  president  at  the 
Magazine  Publishers  of  America. 

Timberland,  for  example,  launched 
Elements  this   fall.   Timberland   has 
been  trying  to  reposition  itself  as  a 
full-line  supplier  of  rugged  outdoor 
clothing  rather  than  just  a  maker  of 
hiking   boots.    Hence   Timberland's 
slick  32-pagc  "journal  of  the  outdoor 
experience,"   with   articles   on   such 
topics  as  late  spring  storms  and  polar 
explorer  Stor  Oppdagcr,  who  "only 
survived  because  he  had  dressed  prop 
erly."  (Psst!    Timberland  makes  par 
kas. )  The  articles  don't  mention  Tim 
bcrland  at  all,  and  there  are  only  two 
Timberland  ads  in  the  issue. 

The      audience?       Only      about 


220,000  previous  Timberland  shoe 
buyers  and  a  smattering  of  new  pros- 
pects from  the  Wilderness  Society  da- 
tabase. The  audience  for  mci's  four- 
year-old  In  magazine  is  smaller — 
some  40,000  senior  executives  in 
large  companies  with  responsibility 
for  telecommunications  purchasing. 
"You  couldn't  support  a  consumer 
magazine  on  that  kind  of  base,"  says 
Aubrey  Balkind,  chief  executive  of 
Frankfurt  Gips  Balkind,  the  design 
firm  and  ad  agency  that  produces  /;;. 
By  focusing  on  innovative  uses  of 
telecommunications  in  its  articles,  /// 
subtly  links  MCI  to  sophisticated  tech- 
nology. No  hard  sell  here,  either.  "No 
one  wants  to  read  about  you  talking 
about  yourself,"  says  Balkind.  But  /;; 
doesn't  mind  commissioning  a  story 
on  a  company  whose  business  MCI 
wants.  Adds  Balkind,  "You're  not 
going  to  run  negative  stories  about 
companies  you  want  to  reach." 

Federal  Express1  Express  magazine 
targets  220, 000  senior  executives;  its 
\'in  FedEx,  a  brand  new  publication, 
goes  to  350,000  secretaries  and  low 
er  level   office   workers   who    make 


shipping  decisions.  Pacific  Hemi- 
sphere and  Pacific  Pulse  reach  36,000 
potential  customers  in  the  Far  East.  In 
all,  FedEx  puts  out  seven  magazines 
aimed  at  six  different  market  niches. 

Then  there's  Philip  Morris.  Avail- 
able to  anyone  over  21  who  writes  in, 
Philip  Morris  magazine  presents  a 
potpourri  of  light,  general -interest 
features  wrapped  around  its  sledge- 
hammer Forum  section,  whose  thrust 
is  not  subtle.  Recent  Forum  articles 
include  a  profile  of  a  woman  who  sued 
an  employer  that  dismissed  her  for 
smoking  after  hours;  a  diagnosis  of 
poor  air  quality  in  office  buildings 
(48.3%  is  because  of  poor  ventilation, 
2%  because  of  cigarette  smoke)  and  a 
reader's  complaint  about  smelling 
other  people's  perfume.  Circulation: 
10  million. 

For  the  most  part,  these  magazines 
are  farmed  out  to  small  firms  that 
specialize  in  "contract  publishing." 
Outside  editors  pick  the  topics — with 
the  sponsor's  approval,  of  course — 
and  commission  freelance  articles. 

Does  it  work?  Who  knows?  "We're 
almost  Zen-like  in  our  thinking  about 
this,"  explains  Ken  Freitas,  Timber- 
land's  director  of  marketing.  Maybe 
some  companies  go  a  bit  too  heavy  on 
the  Zen.  Benetton's  new  Colors  max 
azine,  bound  with  a  Benetton  catalog 
and  distributed  free  in  stores,  pro 
motes  the  kind  of  airy,  one-world 
lovefest  that  has  become  a  hallmark  ot 
the  Italian  company's  image.  Here's  a 
paean  to  the  50,000  women  of  Ke- 
nya's  Green   Belt   Movement,   who 
have  planted  10  million  trees,  an  up- 
beat piece  on  cross  cultural  oddr. 
such  as  Japanese  rap  musicians,  Amer- 
ican Sikhs  and  Polish  cowboys.  Then 
there's  a  celebratory  photo  spread  00 
various  combinations  of  people  k 
ing.  Closer  to  ia  almost  than  to  print 

Will  all  this  look  good,  feel  c 
sell  sweaters?  "That's  not  my  prob 
lem — to  me  it's  ,i  mystery,*1  says  OK 
viero  Toscani,  Benetton's  global  im- 
age maker  mk\  the  editorial  director  ot 
(  \>lors.  Reaching  for  a  metaphor,  Toi 
cam  picks  a  grandiose  one:  "Rcnais 
sance  painting  existed  because  of]  I 
en/o  de  Medici,  this  exists  beca. 
1  uciano  Benetton  gave  me  a  Sistine 
chapel." 

Maybe  that's  the  kej  to  this  \\\<\ 
Maybe  it  gratifies  corporate  ecos  i  \ 
en  CEO  a  Hcnrx  LiM  — I  1     ■ 
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$13.00         $12.75 


$88.00 


$68.25      $80.00 


If  you  have  a  taste  for  the  good  life, 
The  Wine  Spectator  is  for  you. 


You  can  spend  $68.25  on  a  great  Burgundy,  or  $88.00  on 

a  French  cognac.  But  for  a  mere  $11.95,  you  can 

savor  9  issues  of  THE  WINE  SPECTATOR.  It's 

the  lowest  price  available  anywhere! 

Twice  a  month,  we  bring  you  all  the  important  wine  news 

before  it  hits  the  grapevine.  What  you  should  be  buying. 

When  you  should  be  collecting.  How  much 

you  should  be  paying,  whether  it 


Call  1-800-622-2062 


be  for  a  rare  Bordeaux  or  an  affordable  Chardonnay.  And  in 
every  issue,  we  feature  our  popular  pull-out  Buying  Guide,  with 
ratings  and  descriptions  of  over  100  new  releases. 

Whether  you  want  to  start  your  own  wine  cellar,  impress 
your  sommelier,  or  just  have  fun  with  wine,  you  should 
be  reading  THE  WINE  SPECTATOR.  Call  for  this  low 
introductory  rate.  It's  the  best  $11.95  you'll 
ever  spend  on  wine. 


Introductory  Offer 

9  Issues  Just  $11.95 

Name  (please  print) 

Address 


State 


.Zip. 


□  $11.95  Trial  Sub     □  $40  Annual  Sub 
□  Payment  enclosed     □charge  to:  QVISA  □  MASTERCARD  QAMEX 
Card  * Exp. 

Signature 

Please  Check: 

□  Consumer  (k)  □  Restaurateur/Food  &  Bev.  Dir.  (r)  □  Retailer  (0 
□  Importer  (b)  □  Winery  (d)  □  Distributor  (e)  □  Other  (s) 


Make  check  payable  and  mail  to:  The  Wine  Spectator,  P.O  Box  I960,  Marion,  OH  43305.  Allow  6-8  weeks 
for  delivery.  New  subscribers  only.  Offer  valid  in  USA.  Single  copy  price:  $2.50.  D1 MB-4 


When  a  leveraged  buyout  goes  bad,  you  can  leave  it 
in  a  coma— or  put  it  out  of  its  misery,  as  PaineWebber 
is  doing  with  Work  Wear  Corp. 

Mercy  killing 


By  Jason  Zweig 

The  $148  million  leveraged  buyout 
ofWork  Wear  Corp.,  Inc.  in  1986  was 
one  of  those  deals  that  never  should 
have  been  done.  On  revenues  of  $158 
million  last  year,  Work  Wear  had  to 
pay  $13  million  in  interest  on  $100 
million  worth  of  junk  bonds.  In  the 
garment  business  it's  not  easy  to  earn 
that  kind  of  money.  But  paying  inter- 
est wasn't  the  only  problem. 

Too  many  dying  buyouts  are  kept 
in  a  coma  by  creditors  unwilling  to 
take  a  loss  and  owners  unwilling  to 
give  up  control  (Forbes,  Mar.  4).  But 
instead  of  keeping  this  with- 
ered company  alive  with  artifi- 
cial respiration,  Work  Wear's 
owners  and  creditors  wisely 
decided  to  pull  the  plug. 
PaineWebber  Group  Inc., 
which  took  Work  Wear  private 
and  owns  93%,  reached  an  un- 
usual agreement  with  its 
bondholders.  Work  Wear  filed 
for  Chapter  11  on  Oct.  1,  but 
PaineWebber  and  the  bond- 
holders had  already  agreed  on 
what  is  being  called  a  "prene- 
gotiated  bankruptcy." 

Says  PaineWebber  Execu- 
tive Vice  President  David  Gal- 
litano:  "We  didn't  want  to 
sink  the  ship  trying  to  turn  it 
around.  You  have  to  know  when  to 
cut  your  losses."  Adds  the  creditors' 
financial  adviser,  Barry  Ridings  of 
Alex.  Brown  &  Sons:  "The  bond- 
holders felt  their  best  way  out  was 
cash,  not  stock." 

To  raise  the  cash,  PaineWebber 
sold  Work  Wear's  two  main  business 
os.  The  apparel  division  went  tor 
$1 1 .5  million  to  \  l  ( lorp.,  the  maker 
ofl.ee  jeans  and  other  garments.  The 
health  care  subsidiary  may  fetch  $21 
million  from  wk  Acquisition  Corp.,  a 
Pittsburgh  based  buyout  group.  If 
Wk's  bank  financing,  which  looks  a 


little  wobbly,  falls  through,  two  other 
bidders  have  expressed  interest  at 
around  the  same  price.  The  bond- 
holders also  have  reserved  the  right  to 
seize  the  stock  and  sell  the  health  care 
division  themselves. 

Unlike  in  most  bankruptcies,  the 
Work  Wear  sales  are  not  being  micro- 
managed  by  the  bankruptcy  court  but 
have  been  preapproved  by  bondhold- 
ers and  prearranged  between 
PaineWebber  and  the  buyers  of  the 
assets.  And  unlike  a  prepackaged 
bankruptcy,    a    prenegotiated    one 


doesn't  need  a  formal  solicitation  ap 
proved  by  a  substantial  majority  o( 
bondholders. 

"Prenegotiated  bankruptcy"  is  just 
a  fancy  name  for  a  group  handshake. 
A  simplified  approach — just  getting 
the  bondholders  to  sign  a  form  letter 
supporting  the  planned  liquidation — 
worked  mainly  because  Work  Wear 
has  fewer  than  25  bondholders.  Many 
are  "vultures,"  some  ol  whom 
bought  as  low  as  IS  cents  on  the 
dollar,  making  them  willing  to  accept 
less  than  100  cents  for  their  claims 
"There  was  some  acrimony  at  first," 


says  one  bondholder,  "but  everyone 
eventually  worked  hand-in-hand  to 
make  the  best  of  a  bad  situation." 

Once  PaineWebber  and  the  bond- 
holders agreed  the  best  fate  was  liqui- 
dation, they  wanted  to  present  U.S. 
Bankruptcy  Court  Judge  Prudence 
Abram  with  a  done  deal.  PaineWeb- 
ber, which  owns  S21  million  in  Work 
Wear  bonds,  agreed  to  subordinate  its 
claims  to  those  of  the  other  bond- 
holders. Then  the  wk  deal  was 
blocked  out  in  August,  and  the  vr  sale 
was  negotiated  in  late  September.  A 
week  later,  Work  Wear  filed 
for  Chapter  1 1 . 

The  asset  sales,  plus  cash  on 
hand,  should  raise  some  S3 5 
million.  The  first  S26  million 
goes  to  the  bondholders  other 
than  PaineWebber.  Any  excess 
will  go  partly  to  PaineWebber 
and  mosdy  to  the  rest  of  the 
bondholders.  PaineWebber 
will  take  a  bit  of  a  bath,  but 
that's  somew  hat  alleviated  by 
the  estimated  $11  million  in 
fees  it  will  have  earned  since 
doing  the  Work  Wear  deal  in 
1986.  Some  of  the  vulture  in- 
vestors could  nearly  double 
their  mone\ 

In  return,  the  bondholders 
have  promised  not  to  tile  any  lawsuits 
alleging  that   PaineWebber  mishan 
died  the  Work  Wear  buyout. 

To  be  sure,  big  messy  bankruptcies 
with   myriad  bondholders,  like   i"w  \ 
M\d  federated  Stores,  will  never  be 
solved  with  prenegotiated  bankrupt 
cy.  Hut  Alev  Brown's  Ridings  thinks 
that  "any  company  with  one  das 
subordinated  debt  Mid  a  small  mini 
her  of  bondholders  is  a  prime  <.\nd\ 
date"  for  being  fixed  this  \\a\     fhat 
could  deprive  lawyers  ol  some  bus 
iu'ns.  but  it  eould  be  gixxl  news  for  a 
lot  of  stuck  bondholder  H 
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Should  The  U.S.  Reorient  Its  Thinking? 


Think  about  it.  Of  the  10  largest  banks  in 
the  world,  8  are  Japanese.  None  are  American. 
Asian  companies  make  47%  of  the  TV  sets  sold 
in  the  U.S.,  while  America  makes  a  mere  12%. 
Is  the  real  story  hidden  between  the  lines? 
Find  out  in  Financial  World.  We  go 
beyond  the  bottom  line  to  scrutinize 
the  inscrutable  issues.  With  the 


depth  and  insight  you  need  to  understand 
the  impact  of  tariffs,  protectionism,  and  work 
ethic  on  corporate  performance.  Right  from 
our  Tokyo  Bureau.  That's  reading  between 
the  lines.  It's  why  nearly  1,500,000  readers 
flag  down  a  copy  of  America's  Oldest 
Business  Magazine.  Every  two  weeks. 
Just  like  the  sun  rises  in  the  east. 


READING  BETWEEN  THE  LINES 
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Software  writing  has  stubbornly  resisted  automation, 
notwithstanding  the  valiant  efforts  of  firms  like  Cognos. 

How  to  program 
a  programmer 


;.  ":: 


By  Kathleen  K.  Wiegner 

IT'S  ALMOST  LIKE  the  cobbler  whose 
family  has  no  shoes.  During  the 
1980s,  as  computer  programmers 
succeeded  in  automating  such  disci- 
plines as  product  design,  manufactur- 
ing and  engineering,  they  accom- 
plished litde  by  way  of  automating 


their  own  work.  So-called  case,  or 
computer-aided  software  engineer- 
ing, was  supposed  to  bring  technol- 
ogy to  the  cosdy  business  of  writing 
software  itself.  But  so  far,  according 
to  Andrew  Brosseau,  an  analyst  with 
Cowen  &  Co.,  the  worldwide  case 


market  is  worth  only  S2  billion  a  year 
in  sales;  that  averages  out  to  a  mere 
$500  per  employed  programmer. 

But  the  1990s  will  be  different,  says 
Michael  Potter,  the  chief  executive  of 
Ottawa-based  Cognos,  Inc.:  "The 
problem  of  software  development  has 


Michael  Potter, 
chief  executive 
of  Cognos 
Better  to  tell  the 
computer  what  you 
want  done  rather 
than  how  to  do  it. 
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been  around  for  a  long  time.  Now  I 
think  we  are  equipped  to  do  some 
serious  damage  to  that  problem." 

It  says  something  about  case  that 
Cognos,  the  largest  independent  soft- 
ware firm  in  Canada,  rang  up  the  U.S. 
dollar  equivalent  of  only  $122  million 
in  revenues  in  its  fiscal  year  ended  last 
February.  On  that  volume  Cognos 
netted  $5.8  million,  or  54  cents  a 
share.  Cognos'  5%  profit  margin  pales 
beside  those  of  mass-market  software 
producers  like  Lotus  (11%)  and  Mi- 
crosoft (25%). 

Founded  in  1969,  Cognos  devel- 
oped custom  software  until  the  early 
1980s.  Then  it  began  selling  the  soft- 
ware development  tools  it  had  been 
using  internally.  By  1984  Cognos  was 
out  of  the  custom  software  business 
and  into  CASE  full  time. 

Cognos  currently  gets  some  80%  of 
its  revenues  from  the  production 
phase  of  software  development,  the 
oldest  and  largest  segment  of  CASE. 
The  essence  of  what  it  sells  is  a  soft- 
ware language  called  PowerHouse. 

Like  Progress  (Forbes,  Nov.  25), 
PowerHouse  is  a  fourth-generation 
computer  language,  the  three  earlier 
generations  being  machine  code  that 
only  machines  can  understand,  as- 
sembler code  that  uses  English-like 
code  words  but  still  does  only  one 
machine  instruction  at  a  time,  and 
finally  the  considerably  less  monoto- 
nous third -generation  languages  like 
Fortran.  To  oversimplify  a  bit,  using  a 
fourth- generation  language  is  like  be- 
ing able  to  say  to  a  taxi  driver  "Take 
me  to  the  airport"  rather  than  "Turn 
on  engine;  put  cab  in  drive;  pull  out  of 
parking  space."  As  part  of  its  sales 
pitch,  Cognos  cites  a  hypothetical 
program  that  allows  users  to  inquire 
into  a  parts  database.  Written  in  third- 
generation  Cobol,  the  instructions 
take  up  68  lines;  in  a  PowerHouse 
shorthand  designed  for  the  many 
business  applications  just  like  this 
one,  only  four  lines  are  needed. 

Cognos  has  designed  PowerHouse 
so  that  it  runs  on  a  variety  of  minicom- 
puters from  Hewlett-Packard  and 
Digital  Equipment  and,  more  recent- 
ly, from  IBM  (namely,  the  popular 
AS/400),  Data  General  and  Sun  Mi- 
crosystems. With  some  18,000  instal- 
lations, Cognos  is  probably  the  lead- 
ing supplier  of  fourth- generation  lan- 
guage software  to  Hewlett-Packard 
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Cognos  President  Jeffrey  Papows 
"The  move  to  the  desktop 
makes  a  better  case  for  CASE." 


and  Digital  Equipment  users. 

Cognizant  of  the  limitations  in  sell- 
ing yet  another  language  to  program- 
mers who  may  have  already  had  to 
learn  a  dozen  others,  Cognos  is  ex- 
panding its  product  line  in  an  attempt 
to  come  up  with  a  fully  integrated  set 
of  software  tools.  Says  Michael  Pot- 
ter, "Unless  you  can  integrate  the 
entire  development  process,  it's  not 
enough."  PowerCASE,  for  example, 
addresses  the  steps  that  go  before 
program  production — that  is,  the 
analysis  and  design  stage.  Under  ideal 
circumstances,  when  the  customer 
uses  PowerCASE  to  describe  what  he 
wants  done,  PowerCASE  generates  the 
necessary  PowerHouse  code.  It's  as  if 
you  didn't  even  have  to  hail  a  cab;  you 
just  tell  your  secretary  you  want  to  be 
in  Los  Angeles  and  he  takes  care  of 
everything. 

Another  new  product,  Power- 
House Architect,  automates  the 
maintenance  of  PowerHouse  applica- 
tions. Corporate  computer  depart- 
ments, after  all,  typically  spend  more 
money  updating  and  maintaining  ex- 
isting software  systems  than  on  creat- 
ing new  ones.  Architect  automatically 
generates  supporting  documentation 
for  any  change  and  lets  you  know 
what  that  change  does  to  data  integri- 
ty across  a  large  network.  Cognos  has 
also  introduced  reporting  tools  that 
give  managers  quick  and  easy  access 


to  their  corporate  databases. 

Does  a  shift  from  minicomputers  to 
networks  of  personal  computers 
threaten  the  business?  Jeffrey  Papows, 
Cognos'  chief  operating  officer,  says 
it  doesn't.  "Now  distributed  applica- 
tions on  a  network  are  offloaded  onto 
personal  computers  with  an  interface 
like  Windows.  You  can't  use  older- 
generation  languages  to  write  the  ap- 
plications that  sit  on  those  PCs.  The 
move  to  the  desktop  makes  a  better 
case  for  CASE." 

Sounds  great.  Why  are  Cognos' 
growth  rate  and  profit  margin  so 
much  lower  than  Microsoft's?  Potter 
estimates  growth  in  both  sales  and 
earnings  will  be  only  in  the  5%-to- 10% 
range  this  year.  One  reason  may  be 
that  PowerHouse 's  hefty  price  tag — 
between  $6,500  and  $257,000— 
makes  it  a  better  candidate  for  post- 
poning in  a  recession  than  a  $495 
mass-market  application  package. 
Another  problem  is  that  Digital 
Equipment's  delays  in  getting  out  a 
new  version  of  its  VAX  computer  have 
hurt  sales  of  PowerHouse  to  Digital 
users,  who  account  for  more  than  a 
third  of  Cognos'  revenues. 

But  the  biggest  hurdle  may  simply 
be  the  inertia  of  programmers.  If  they 
are  to  profit  from  a  case  tool,  they 
have  to  invest  time  learning  it.  Doing 
things  the  old,  slow  way  saves  time  in 
the  short  run.  ■■ 
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COMPUTERS/COMMUNICATIONS 


A  decade  is  an  eternity  in  the  computer  business- 
time  enough  for  Iomega  to  be  born,  expand  explosively, 
nearly  die  and  come  back  to  life. 

Bernoulli  lives 


By  Lisa  Coleman 

Railroads  and  utilities  can  be  reor- 
ganized in  a  bankruptcy,  and  a  retailer 
or  carmaker  can  recover  from  a  brush 
with  failure.  But  a  computer  company 
is  something  else.  If  it  appears  sickly, 
customers  will  desert  it  for  fear  of 
being  unable  to  maintain  or  upgrade 
the  products.  If  it  suspends  research 
and  development  even  briefly,  its 
products  will  become  obsolete.  Thus, 
the  near  death  and  subsequent  resur- 
rection of  Iomega  Corp.  is  something 
of  a  miracle. 

Iomega,  based  in  Roy,  Utah,  was  an 
early  success  in  the  business  of  com- 
puter peripherals  for  the  desktop  mar- 
ket. It  developed  a  disk  drive  based  on 
an  aerodynamic  principle  named  after 
an  18th-century  Swiss  mathematician 
named  Daniel  Bernoulli.  Bernoulli's 
physics  enabled  a  spinning  disk  to 
remain  suspended  infinitesimally 
close  to  the  magnetic  read/write  head 
without  the  head  crashing  into  the 
disk.  That  proximity  in  turn  meant 
that  data  could  be  squeezed  compact- 
ly onto  the  disk. 

When  Iomega's  Bernoulli  drive  hit 
the  market  in  1983,  it  found  instant 
acceptance  among  personal  computer 
customers  whose  machines  came  out 
of  the  box  with  only  a  low-capacity 
floppy  disk  drive  inside.  The  1983 
Bernoulli  disk  had  as  much  room  for 
data  as  30  contemporary  floppies.  Io- 
mega's sales  screeched  from  $7  mil- 
lion in  1983  to  $126  million  in  1986. 

And  then  the  company  crashed. 
Personal  computers  were  being  deliv- 
ered with  internal  hard  disks  already 
installed.  Hard  disks  have  as  much  or 
more  capacity  as  Bernoullis,  the  main 
difference  between  them  being  that 
the  hard  disk  can't  be  removed  like  a 
floppy,  while  the  Bernoulli  disk  can 
be.  That  difference,  while  very  tmpor 
tant  to  users  who  want  to  archive  their 
databases,  wasn't  enough  to  stop  a 
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Iomega  President  Fred  Wenninger 
"Being  close  to  bankruptcy  really 
helps  to  refocus  the  mind." 


precipitous  drop  in  orders.  Worse, 
Iomega  realized  that  its  past  sales 
figures  were  inflated  by  "channel  stuf- 
fing"— persuading  distributors  to  put 
in  orders  much  faster  than  users  were 
buying.  In  1987  sales  were  off  by  a 
third,  and  Iomega  lost  $37  million. 

With  no  other  choice,  the  company 
went  cold  turkey  and  shut  down  all 
manufacturing  for  four  months.  It 
fired  550  of  its  1,300  employees.  It 
changed  its  accounting  to  count  a  sale 
only  when  the  box  left  the  distribu 
tor's  warehouse.  And  it  set  about 
rebuilding  the  business.  "Being  close 
to  bankruptcy  really  helps  to  refocus 
the  mind,"  explains  Fred  Wenninger, 
52,  who  was  brought  in  as  chief  exec 
utive  to  complete  the  rescue  in  1989. 

Iomega  has  come  a  long  way.  Wen 
ninger,  a  22  year  veteran  of  Hewlett 
Packard, arrived  when  Iomega's  stock 
was  bumping  along  not  much  higher 


than  its  1987  low  of  IVt.  It  is  now  up 
to  7%.  "When  I  came  on  board,  there 
were  three  primary  objectives:  cash, 
cash  and  cash.  Even  to  purchase  capi- 
tal equipment  for  just  a  few  hundred 
dollars  required  a  capital  review- 
board's  approval,"  says  Wenninger. 
All  the  while  playing  the  skinflint, 
Wenninger  couldn't  cut  back  on  r&d, 
on  which  Iomega  will  spend  14%  of 
sales  this  year.  But  he  could  cut  manu- 
facturing turnaround  time,  from  28 
days  to  less  than  2,  from  beginning  of 
manufacture  to  shipment  of  finished 
goods.  "We  took  the  work-in-process 
inventory  and  essentially  converted 
that  to  cash,"  Wenninger  says. 

Everything  is  spinning  a  little  faster 
now.  Wenninger  boasts  that  he  has 
cut  the  average  time  to  design  the 
aerodynamics  for  the  read/write  head 
in  a  new  product  by  87%,  the  time  to 
design  a  circuit  board  by  83%,  the 
time  for  50%  of  Iomega's  dealers  to  be 
aware  of  a  new  product  introduction 
by  60%. 

Who  buys  Bernoullis?  Mostly  cus- 
tomers who  want  a  quick  backup  of 
their  databases.  For  this  they  are  will- 
ing to  pay  a  little  extra.  A  90- mega- 
byte drive  costs  about  SI, 000 — 
roughly  a  15%  premium  to  conven- 
tional hard  drives,  according  to  Jack 
Taylor  of  Dataquest,  a  San  Jose  mar- 
ket research  firm.  But  the  Bernoulli 
disk,  which  costs  SI 50,  is  removable. 
Thus,  for  a  user  who  wants  to  store 
the  contents  of  a  small  network  ^nd 
still  have  easy  access  to  it,  the  Bernoul- 
li beats  the  two  cheaper  alternate 
feeding  50  floppy  disks  one  at  a  time 
into  a  slot,  or  dumping  the  data  onto  a 
slow-moving  backup  tape.  The  Ber 
noulli's  average  access  time  is  1°  milli- 
seconds (13  milliseconds  with  cache 
software),  competitive  with  conven- 
tional hard  drives.  Hedging  his  K 
Wenninger  is  getting  into  the  backup 
tape  business 

At  10  times  earnings  in  a  20  times 
earnings  market,  Iomega's  stock  is  tar 
from  fully  recovered.  "Regaining  the 
trust  of  the  market  takes  time."  s.ns 
Anton     Radman,    .\n     Iomega    ( 
founder  who  IS  senior  vice  president 
Hut  Iomega  has  regained  the  trus: 
customers.  On  sales  last  year  of  $120 
million,    not    tar    from    the    ilhlSOff) 
heights  reached  in  1986,  Iomega  M 
ted    $14    million,    or    85    vents    a 
share.  !■ 
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NORTHEASTERN  UNIVERSITY'S 

COLLEGE  OF  BUSINESS 

GAVE  TOP  MARKS  TO 

HYUNDAI  PCs 


THERE'S    A    LESSON    TO    BE    LEARNED    HERE. 


A  school  devoted  to  the  business  of  under- 
standing business  is  hardly  one  to  make  ill- 
informed  decisions.  Indeed,  they  can  be 
trusted  to  analyze  price-performance 
equations  from  every  possible  angle. 

Hyundai*  passed  the  College  of  Busi- 
,  ness'  critical  testing  with  honors.  So  much 
so  that  the  college  installed  Hyundai  sys- 
tems for  many  of  their  administrators  and 
faculty  members  to  use  for  word-process- 
ing, spreadsheets  and  statistical  analysis. 

Hyundai  has  the  broadest  line  of  PC- 
compatible  computers  and  peripherals 
available.  From  powerful  desktop  machines 
to  the  latest  portable  technology.  All  com- 
petitively priced.  All  with  an  18-month  war- 
ranty. And  all  available  from  a  first-class, 
nationwide  network  of  dealers,  who  also 
provide  comprehensive  product  support,  in- 
cluding a  24-hour  "Sen/ice-on-Site"  option. 

If  wisdom  is  the  ability  to  learn  from  the 
experience  of  others,  then  benefit  from 
the  insights  of  Northeastern  University's 
College  of  Business  Administration,  and 
choose  Hyundai. 

Hyundai  Electronics  America,  166 
Baypointe  Parkway,  San  Jose,  CA  95134. 
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RANDOM  ACCESS 


COMPUTERS/COMMUNICATIONS 


Introducing 
capitalist  ideas 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


How  best  can  we  help  Eastern  Euro- 
peans? Give  them  money,  food,  tech- 
nology? In  fact,  one  of  the  most  pow- 
erful things  we  can  give — or  help 
them  take — is  business  sense.  One 
way  to  make  that  knowledge  transfer 
is  via  the  medium  of  high  technology. 
But  we  must  not  forget  that  it  is  the 
message,  not  the  technology,  that  is 
rescuing  communism's  victims. 

The  medium  I  have  in  mind,  al- 
though it  is  just  one  of  many  possible 
examples  from  the  world  of  comput- 
ers, is  Lotus'  1-2-3.  Lotus  is  now 
selling  its  spreadsheet  in  Czechoslo- 
vakia and  elsewhere  in  Eastern  Eu- 
rope. In  terms  of  overall  impact,  the 
primary  beneficiaries  are  neither  Lo- 
tus itself  nor  the  resellers  of  the  prod- 
uct, but  the  companies  that  use  the 
product  to  become  more  efficient. 

Zbynek  Sedivy,  33,  used  to  be  chief 
of  the  computer  department  at  Che- 
mont,  a  state  construction  firm  in 
Czechoslovakia.  He  kept  suggesting 
new  approaches  to  his  managers,  and 
they  kept  turning  him  down.  Since 
the  work  wasn't  too  taxing,  he  used 
his  spare  rime  to  become  an  expert  in 
1-2-3,  using  a  "borrowed"  copy  of 
the  program  (which  the  company  lat- 
er purchased  properly). 

Reading    the    manuals,    he    came 
across   strange    terms   such   as   "net 
present  value."  Hungry  for  more,  he 
acquired  through  a  friend  with  West 
em   contacts   a  copy   of  lack   Clark 

312 


Francis'  Investments:  Analysis  and 
Management.  "If  you  could  under- 
stand the  first  20  pages,  you  were  an 
expert  by  our  standards,"  he  recalls. 

That  experience  convinced  him  he 
could  serve  the  economy  better  by 
quitting  his  job,  and  in  March  1990 
he  left  to  start  a  private  firm,  Rentia, 
with  six  friends.  The  idea  was  to  man- 
age investment  funds  that  would  be 
created  in  response  to  the  Czechoslo- 
vakian  government  privatization  pro- 
gram just  now  getting  under  way  in 
fits  and  starts. 

Small  companies  can  go  private 
quite  simply,  through  public  auc- 
tions. For  larger  companies  the  pro- 
cess is  regulated  and  complex,  involv- 
ing investment  vouchers,  stock  auc- 
tions and  business  plans. 

Enter  Rentia.  The  firm  has  now 
grown  to  50  employees,  mostly  con- 
sultants providing  advice  along  with 
the  preparation  of  customer  business 
plans.  Preparation  of  a  simple  busi- 
ness plan  using  in-house  1-2-3  tem- 
plates (that  is,  prefabricated  formulas) 
costs  from  4,000  koruna  to  6,000 
koruna($120to$180). 

For  more  diligent  firms,  who  want 
to  do  their  own  work  and  keep  the 
tools  for  further  planning  and  man- 
agement analysis,  Rentia  offers  a  busi- 
ness-planning kit,  which  includes 
fourteen  1-2-3  templates  plus  Czech 
manuals.  The  user  fills  in  the  appro- 
priate figures  in  the  templates  to  get  a 
business  plan. 

For  larger  companies  likely  to  go 
private  through  the  voucher  process, 
Rentia  is  working  directly  with  state 
appointed  overseers  on  more  com- 
plex business  plans  and  management 
strategies.  At  last  count,  Rentia  had 
44  such  clients,  including  5  timber 
companies  in  Slovakia,  the  eastern 
region  of  the  country,  m\k\  others  in 
tood  processing,  machinery,  coal  dis 
tribution  M\d  chemical  processing. 

Of  course,  most  of  the  value  isn't  in 
the  business  plan  itself.  It's  in  forcing 


the  user  to  ask  the  questions  and  see 
the  impact  of  the  answers.  For  this 
reason,  Rentia  suggests  that  senior 
management,  not  a  computer-literate 
employee,  fill  in  the  numbers  and 
work  on  the  plan.  Then  the  user  gets 
to  see  a  cash  flow  analysis,  watch  the 
impact  of  inventory  turnover  on  prof- 
its and  juggle  the  opportunity  cost 
and  return  of  various  uses  of  funds. 

Rentia's  major  consulting  competi- 
tion comes  from  foreign  firms  such  as 
Price  Waterhouse  and  kpmg.  "What 
they  ask  in  pounds  [worth  SI. 60]  we 
ask  in  koruna  [worth  3  cents],"  says 
Sedivy,  exaggerating  only  a  little. 

Now  Rentia  is  moving  into  money 
management,  with  plans  to  start  a 
fund  to  invest  in  some  of  those  new  ly 
privatized  companies,  again  in  line 
with  a  government- fostered  program 
to  bring  business  smarts  to  this  still 
immature  economy. 

In  money  management,  Rentia 
must  likewise  compete  with  both  for- 
eign money  managers  and  (relatively  | 
well-heeled  local  banks  in  attracting 
investment  funds.  Rentia  can't  afford 
TV  and  radio  advertising.  Instead,  it's 
trying  to  attract  attention  with  such 
schemes  as  Czechoslovakia's  first  fi- 
nancial index,  Rentia  Start,  an- 
nounced in  October. 

Part  of  Rentia's  pitch  is  that  most  of 
the  other  funds  will  be  run  by  state 
banks.  "They  have  middle  manage- 
ment from  former  times,"  says  Se- 
divy. "But  we  are  young;  we  weren't 
in  the  Party.  They  may  know  technical 
data,  but  they  don't  know  the  princi- 
ples of  a  market  economy." 

One  target  for  investment  will  be 
the  44  companies  that  Rentia  now 
knows  intimatelv  through  preparing 
their  business  plans — but  only  the  best 
of  them,  savs  Sedivy,  delicately  declin- 
ing to  sav  w  Inch  those  are.  In  theory, 
those  that  follow  Rentia's  advice  and 
continue  to  pa)  tor  it  after  privati 
tion  are  likelv  to  get  even  better. 

A  U.S.  pension  sponsor  probably 
wouldn't  want  its  investment  adviser 
selling  consulting  sen  ices  to  the  com- 
panies he  invests  monev    in;  in  the 
smaller  world  oft '/cchoslovaktan  cap 
italism,  this  sort  o\  back  scratching 
mav  seem  a  harmless  rj|  even  .i  DOMI 
development.  In  the  cn<\.  Scdiw  and 
Rentia  will  benefit  most  if  the  compa 
nies  they  intluence  .\nd  the  funds  t! 
control  grow  in  vah  H 
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SHARP 
THINKING 


ow  You  Can 


Sharp  Introduces  The  World's 
First  Desktop  Full-Color  Fax. 


The  new  Sharp  Color  Fax  is 
than  unbelievable.  It's  revolutionary. 

Not  only  does  it  send  and  receive 
photographs,  designs,  illustrations  and 
storyboards  in  less  than  four  minutes 
a  page.  Every  color  image  it  produces  is 
so  extraordinary,  you  may  not  be  able 
to  tell  a  fax  from  an  original.  The  color 
is  true-to-life.  The  output  is  authentic 
*  photographic  quality. 

Which  really  means  that  if  you're 
a  manufacturer,  ad  agency,  architect,  de- 
signer, engineer,  or  anyone  who  works 
with  color  images,  Sharp's  new  FO-9000 
Color  Fax  can  have  a  major  impact  on 
the  way  you  do  business. 

But  don't  take  our  word  for  it. 
Call  1-800-BE-SHARP,  and  we'll  get  you 
a  sample  of  an  actual  color  fax.  We're 
sure  it  will  make  a  believer  out  of  you. 


©  1991  Sharp  Electronics  Corporation. 


BANKING  SYSTEMS  •  CALCULATORS  •  COLOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS  &  TYPEWRITERS  •  ELECTRO 


Actual  Sharp  Color  Fax 
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A  tiny  U.S.  company  may  be  on  to  something  important 
in  the  multibillion-dollar  flat-panel  market.  But  first  it 
must  get  investors  to  take  it  seriously. 

Image  problem 


By  Reed  Abelson 

Is  there  no  justice  on  Wall  Street? 
Alpine  Group,  Inc.  owns  technology 
that  could  enable  it  to  crack  the  multi- 
billion-dollar market  for  flat-panel 
displays  in  laptop  computers.  Alpine's 
market  capitalization  is  all  of  $40 
million.  Meanwhile,  one  CopyTele 
Inc.,  a  would-be  flat-panel  producer 
far  less  forthcoming  about  its  technol- 
ogy or  its  potential  customers,  enjoys 
a  market  value  six  times  as  high. 

That  either  Alpine  or  CopyTele  has 
any  following  on  Wall  Street  is  a 
tribute  to  the  hope  of  some  investors 


that  they  will  stumble  onto  the  next 
Xerox.  Alpine's  flat-panel  technology 
is  intriguing,  and  just  might  someday 
be  competitive  with  the  flat  panels 
pouring  out  of  Japan.  But  unless  it  can 
raise  more  money,  the  market  may 
pass  Alpine  by.  Alpine,  in  short,  is  no 
con  game,  but  it  is  among  the  longest 
of  long  shots. 

A  smallish  company  led  by  Steven 
Elbaum,  a  43-year-old  attorney,  Al- 
pine must  take  on  the  Japanese  com- 
panies who  already  have  the  lion's 
share  of  the  flat-panel  market.  Giants 
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Steven  Elbaum,  chief  executive  of  Alpine  Group,  with  flat-panel  display 
This  beats  liquid  crystals  in  some  applications — maybe. 


like  Sharp,  Hitachi  and  Toshiba  are 
together  spending  over  a  billion  dol- 
lars in  research  over  the  next  few 
years,  primarily  to  develop  liquid  crys- 
tal displays,  a  technology  pioneered  in 
the  U.S.  but  commercialized  in  Japan 
(Forbes,  July  23,  1990).  The  crystals 
act  like  tiny  camera  shutters,  turning 
to  block  the  light  when  hit  with  a  few 
volts  of  electricity. 

Alpine  Group  doesn't  have  that 
kind  of  money  or  the  ability  to  raise  it. 
The  Hackensack,  N.J.  company's 
working  capital  amounts  to  all  of  S5 
million. 

How  did  this  strange  little  outfit 
get  into  high-tech  electronics?  In  the 
early  1970s  a  French  physical  chemist, 
Bernard  Warszawski,  came  up  with  a 
mix  of  soft  plastic  and  metal  ions  that 
react  chemically  to  turn  a  deep  black 
when  hit  with  a  specific  voltage.  Wars- 
zawski claims  the  technology,  trade- 
marked  as  PolyVision,  will  one  day 
rival  liquid  crystal  displays. 

Warszawski,  58,  lives  in  Paris, 
where  he  used  to  work  in  fuel  cell 
development.  He  may  not  be  the  next 
Chester  Carlson  (the  inventor  behind 
Xerox),  but  he  is  no  flake.  Before 
coming  to  Alpine  as  the  company's 
technical  director,  Warszawski  was 
manager  of  the  electrochemical  ener- 
gy lab  at  French  electronics  giant 
Alsthom-Adantique.  He  is  responsi- 
ble for  over  50  patents  on  fuel  cells, 
batteries  and  related  technologies. 

Years  ago  Warszawski  and  his  cous- 
in Steven  Elbaum,  then  a  partner  at  a 
New  York  law  firm,  formed  a  hand- 
shake partnership  to  develop  the  in- 
vention. Elbaum's  task  was  raising 
capital.  He  began  by  taking  control  o\ 
a  failing  publicly  traded  company 
called  Alpine  Geophysical,  mu\  pro 
ceeded  to  buy  and  sell  business 
using  stock  Mid  borrowed  money. 
Most  of  the  businesses  have  been 
since  sold  off. 

With  the  help  ofan  evaluation  from 
consulting  firm  Stanford  RcSOUTI 
Elbaum  then  persuaded  Alpine's  di- 
rectors to  buy  out  Wars/aw  ski's  tech 
nologv  The  deal  was  a  convoluted 
one  in  which  Alpine  got  "0%  of  the 
Stock  in  Alpine  TolvYision  in  return 
for  a  promise  to  fund  research  and  to 
pa\  Warszawski  and  Elbaum  royalties 
beginning  in  1998.  The  royalties  are 
payable  in  Mpinc stock.  Two  months 
ago  Elbaum  raised  $2  million  by  sell 
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In  the  universe  of 

telecommunications 

companies,  some  stars 

shine  Brighter  than  others. 


Growth  in  the 
telecommunications 
industry  has  been  strong. 
But,  within  this  universe  of 
companies,  some  stars  are 
shining  brighter  than  others. 

In  the  last  five  years, 
ALLTEL  Corporation's 
average  total  annual  return 
of  27%  has  outperformed 
the  S&P  and  the  Dow,  as 

well  as  the  average  of  its  peer  group  of  the  nation's  14  largest 

telecommunications  companies. 

If  you'd  like  more  information  about  ALLTEL's  stellar 

performance,  write  or  call  for  a  copy  of  our  annual  report. 


CORPORATION 

Telecommunications  •  Cellular  •  Product  Distribution  •  Information  Services 
For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  One  Allied  Drive  •  Little  Rock,  AR  72202 


SCIENCE  &  TECHNOLOGY 


Two  ways  to  light  up  a  display 


Electrodes 


Polarized  filters 


PolyVision  materials 


"Electrodes 


Liquid  crystal  display  and  PolyVision  alternative 

PolyVision  is  supposed  to  be  simpler,  cheaper  and  more  rugged. 


ing  stock  in  the  subsidiary  to  some 
European  banks;  he  aims  to  get  a  few 
million  more  in  French  government 
subsidies. 

How  does  this  mystery  invention 
work?  Elbaum  and  Warszawski  are  in 
a  tight  spot  here .  If  they  say  too  much, 
they  might  enable  competitors  to  up- 
stage them.  If  they  say  too  little,  they 
are  going  to  have  a  devil  of  a  time 
raising  additional  equity  capital.  This 
is  not  a  conflict  from  which  Toshiba 
or  Hitachi  suffers.  An  established 
company  can  finance  iff}'  technologies 
while  saying  nothing  until  a  product  is 
ready  to  land  on  store  shelves. 

This  much  Alpine  will  say  about  the 
invention:  A  soft  plastic  film,  made  up 
of  a  combination  of  different  poly- 
mers, it  also  contains  ions  of  metals 
like  copper,  zinc  and  iron.  Etched 
into  the  film  is  a  layer  of  parallel 
conducting  lines  down  which  a  cur- 
rent can  be  sent.  The  film  lies  on  a 
sheet  of  glass  on  which  another  layer 
of  electrode  lines  has  been  etched,  at 
right  angles  to  the  first.  This  criss- 
cross of  electric  lines  can  be  controlled 
in  such  a  way  as  to  energize  just  one 
intersection,  or  pixel,  on  the  display 
screen.  (The  grid  of  elements  in  an 
expensive  laptop  display,  or,  for  that 
matter,  in  a  computer  memory  chip,  is 
controlled  in  a  similar  fashion.)  A 
pixel  in  the  Warszawski  grid  is  ener 
gi/ed  if  more  than  a  volt  of  electricity 
is  applied.   Then  the  metal  ions  com 


bine  to  turn  into  a  black  metal  alloy. 

The  idea  of  using  such  "electro- 
chromic"  substances  for  displays  is 
hardly  new,  but  technical  difficulties 
intervened.  "These  obstacles  appear 
to  have  been  resolved,"  says  David 
Mentley,  director  of  display  research 
at  Stanford  Resources. 

PolyVision,  still  lagging  far  behind 
liquid  crystal  technology,  has  one  po- 
tentially crucial  advantage:  Lower 
manufacturing  costs.  The  expensive 
liquid  crystal  displays  require  a  layer  of 
tiny  transistors,  one  for  every  pixel.  If 
there  are  just  a  few  shorts  in  the 
million  transistors  that  make  up  a  10- 
inch  color  screen,  the  display  has  a 
visible  flaw  and  can't  be  used  in  a 
high-end  application  such  as  a  $7,000 
laptop.  PolyVision  doesn't  need  a 
transistor  for  every  pixel  and  doesn't 
rely  on  clean-room,  silicon-wafer  fab- 
rication. PolyVision  can  also  take 
more  abuse  in  the  field,  Warszawski 
says,  making  it  useful  in  military  and 
other  applications.  PolyVision  is  still 
at  a  medium-resolution,  black-and- 
white  stage.  Color  is  a  long  way  off. 

Alpine  has  a  few  believers.  Me  Hon 
nell  Douglas  Technologies,  a  subsid 
iary  of  the  aircraft  company,  has  li- 
censed PolyVision  for  possible  use  in 
cockpits.    Glass    manufacturer    Coi- 
ning has   its   French   research  office 
busy  at   work  on  a  rear\  tew    mirror 
using  the  Warszawski  film.  The  nm 
ror  is  intended  to  instantly  absorb  the 


glare  of  upcoming  headlights.  Cor- 
ning is  also  trying  to  use  the  technol- 
ogy to  make  architectural  glass  that 
becomes  opaque  at  the  touch  of  a 
button,  competing  with  the  few  ex- 
pensive alternatives  available  today. 
But  the  shading  glass  is  at  least  four 
years  away  from  product  delivery. 

Elbaum,  meanwhile,  says  that  Al- 
pine itself  will  be  delivering  some 
PolyVision  products  next  year,  such 
as  displays  for  readouts  in  kitchen 
scales  or  electric  signs,  competing 
with  the  lower-end  liquid  crystals — of 
the  type  found  in  digital  wristwatches. 

But  none  of  these  is  likely  to  gener- 
ate the  kind  of  cash  Alpine  will  need. 
To  bring  some  financial  credibility  to 
the  company,   Elbaum   recently   re 
cruitcd,  as  chief  executive  o\  Alpine 
PolyVision,    Lyman    Hamilton,    the 
former  chief  executive  of  ITT,  deposed 
in  1979.  Hamilton,  65,  has  been  busy 
as  the  director  of  a  half -do/en  tech- 
nology startups.  The  recruitment  may 
not   do  much  to  impress  potential 
backers,  however,  because   none  of 
Hamilton's  companies  w  as  particular 
h  successful.  1  le  also  had  a  brief  stint 
as  chief  executive  at  Imperial  Corp.  of 
America,  the  troubled  California  sa\ 
ings  ^\nd  loan,  before  it  was  seized  b) 
the  government. 

It  seems  clear  that  Elbaum  will  have 
to  do  much,  much  more  if  he  is  going 
to  get  enough  capital  in  time  to  make 
lus  company's  invention  pa\  off.    ■ 
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For  the  Federal  Government, 

economy  is  imperative  #1. 

It's  got  lots  of  company. 

With  mounting  pressure  to  economize,  the  U.S.  Government 
seeks  new  methods,  systems  and  techniques  to  achieve 
cost-effectiveness  in  implementing  its  facility  programs. 

Increasingly,  Federal  agencies  find  that  for  design  and 
construction,  the  complete-service  approach  best  serves  the 
public  interest  because  it  saves  time  and  money,  and  ensures 
quality  to  a  degree  simply  not  attainable  by  other  systems. 

The  Austin  Company's  complete-service  philosophy, 
validated  by  more  than  nine  decades  of  private-sector  experience, 
is  now  being  adopted  by  Government  departments  to  create 
facilities  with  complex  requirements  and  logistical  difficulties. 

The  Austin  Method,  meanwhile,  continues  to  be  the  system 
of  preference  for  thousands  of  leading  corporations. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone:  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 
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SCIENCE  a  TECHNOLOGY 


Two  networking 
stocks  to  own 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


The  closely  watched  computer 
networking  stocks  have  gone  in  oppo- 
site directions  this  year.  SynOptics 
Communications  plunged  from  5 1  to 
near  14.  Cisco  Systems,  in  contrast, 
moved  from  22  to  55 .  Wellfleet  Com- 
munications has  risen  from  21  on  its 
day  of  issue  in  July  to  34.  Clearly,  the 
winning  and  losing  network  technol- 
ogy stocks  are  different  in  some  criti- 
cally important  way.  But  what  is  it? 

The  answer  is  product.  SynOptics 
makes  devices  called  intelligent  hubs 
(Forbes,  Aug.  5).  Cisco  and  Wellfleet 
make  routers.  Before  considering  the 
inner  workings  of  these  two  technol- 
ogies, note  that  the  intelligent  hub 
business  has  become  ferociously 
price-competitive — and  now  involves 
perhaps  30  competing  products.  The 
market  for  routers  remains  a  serene 
and  profitable  near- monopoly  for 
Cisco  Systems,  Wellfleet  and  a  few 
other  companies,  such  as  Proteon  and 
Network  Systems. 

Intelligent  hubs  are  the  points  of 
convergence  lor  cables  linking  com 
putcrs  into  networks.  Small  networks 
typically  unite  12  or  13  computers, 
ami  there  are  at  present  about  1.5 
million  such  small  networks.  The 
electronic  intelligence  in  the  hubs  is 
dedicated  to  keeping  the  networks 
from  failing.  As  complex,  heavily  used 


devices,  networks  are  susceptible  to 
crashes;  smart  hubs  manage  the  traffic 
load,  identify  and  isolate  looming 
problems,  and  generally  keep  the  net- 
works working. 

The  market  for  intelligent  hubs  is 
estimated  by  John  Rohol,  a  senior 
analyst  at  Alex.  Brown,  to  be  worth  as 
much  as  $350  million  annually.  Syn- 
Optics got  in  first,  in  the  mid-1980s, 
and  essentially  defined  the  business. 
Before  SynOptics,  computers  were 
commonly  linked  into  local  area  net- 
works in  the  manner  of  series-con- 
nected strings  of  Christmas  tree 
lights.  You  remember  them;  if  one 
goes  out,  they  all  go  out.  Same  story 
with  the  computers.  The  SynOptics 
approach,  which  ultimately  came  to 
be  recognized  as  a  new  standard  in 
networks  of  this  type,  called  the 
10BASE-T  standard,  used  ordinary 
telephone  cable  and  linked  the  ma- 
chines to  a  central  hub,  and  then 
provided  that  hub  with  sufficient  elec- 
tronic intelligence  to  enable  the  net- 
work to  maneuver  around  the  inevita- 
ble breakdowns  of  individual  spokes. 

For  midrange  systems,  the  hub- 
and- spoke  technology  provides  a  way 
to  link  the  computers  with  ordinary 
phone  wires  rather  than  elaborate 
custom  cable  installations.  SynOptics 
concentrated  on  quality  products, 
kept  prices  at  a  premium  and  pros- 
pered. So  did  the  stock. 

But  then  came  Cabletron  Systems, 
a  scrappy  and  enterprising  New 
Hampshire  company.  Through  hard 
selling  .md  very  aggressive  pricing, 
Cabletron  has  nov  claimed  a  big 
chunk  of  the  intelligent  hub  market — 
about  15%  versus  the  38%  still  held  bv 
SynOptics.  SynOptics'  growth  ap 
pears  to  have  stalled.  In  the  quarter 
ended  Sept.  27,  its  revenues  were 
down  7.5%  from  the  prior  quarter's 
results,  to  $59  million.  Revenues  m 
the  year  ago  quarter  were  $48  mil 

lion.  Earnings  per  share  were  dov»  n  h\ 


50%  from  year-ago  levels,  to  21  cents. 

Cabletron,  in  contrast,  reported 
revenues  of  $70  million  for  its  quarter 
ended  Aug.  31 — up  from  S61  million 
in  the  preceding  quarter,  and  from 
$42  million  in  the  year-ago  period. 
Earnings  were  50  cents  versus  32 
cents  a  year  ago.  But  at  this  point  the 
success  story  begins  to  spiral  toward  a 
melee.  SynOptics,  fighting  back,  cut 
prices  on  many  of  its  networking 
products  by  40%.  Cabletron's  stock 
reeled,  and  trading  was  even  brieflv 
halted.  And  from  the  wings  have  now- 
emerged  many  new  players.  At  In- 
terOp,  the  network  industry  show- 
held  recently  in  San  Jose,  over  30  new 
products  appeared  for  the  hub-and- 
spoke  standard  that  SynOptics  had 
devised.  The  whole  story  begins  to 
look  like  a  reprise  of  the  Compaq- 
versus-the-clones  tale  now  playing  it- 
self out  in  the  computer  business. 

Meanwhile,  the  router  manufac- 
turers, Cisco  Systems,  Wellfleet  Com- 
munications and  a  few  others,  are  still 
moving  without  friction.  Internet- 
working routers  can  be  understood  as 
simultaneous  translators  for  network 
languages,  rather  like  the  human  in- 
terpreters at  an  international  confer- 
ence. They  enable  a  company  to  link 
diverse  local  networks  into  a  single 
unified  network;  for  example,  the 
Macintoshes  of  the  marketing  de- 
partment, the  ibm  or  DEC  systems  in 
finance  and  the  Sun  workstations  in 
engineering  can  all  be  united.  What 
protects  the  router  business  is  its 
enormous  difficulty — not  patents, 
copyrights  or  proprietary  hardware. 
Software  that's  very  hard  to  writt 
very  hard  to  match,  especially  when 
the  writers  have  a  long  head  start 
Cisco's  pioneering  programmers  do. 

In  Cisco's  quarter  ended  Oct  27, 
revenues  were  up  94%,  to  Sc>4  million. 
Harnings  per  share  were  up  s  4^ 

cents.  At  Wellfleet,  Sept    30  quarter 
revenues  tripled  to  $16  million  and 
earnings  per  share  climbed   from  a 
penin  a  year  ago  to  13  cents.  In  this 
group  of  companies,  we  own  for  CUI 
tomer  accounts  SynOptics  Commit 
oications  -\nd  Cisco:  SynOptics,  be 
cause  the  stock  has  bottomed  out  on 
the  stOTJ  of  the  price  war  with  Cable 
tron  and  because  its  business  is  not 
limned  to  this  single  networking  stan 
dard;  Cisco,  because  it  is  the  group 

leader  and  a  runaway  success         bi 
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THE  AIRBUS  FAMILY  IS  BIGGER  THAN  YOU  THINK. 

traffic  should  exceed  2  billion 


The  Airbus  product  line  offers  a  profitable  solution 
for  airlines.  Our  6  Airbus  aircraft  cover  virtually  every 
need  of  the  more  than  100  customers  we  have 
worldwide.  They  can  profitably  fly  from  120  to  400 
passengers  as  far  as  8,000  miles  -  covering  short, 
medium  and  long  ranges. 

And  by  the  year  2000  -  when  annual  passenger 


Airbus  aircraft,  such  as 
the  A340,  will  provide  welcome  nonstops  that  avoid 
congested  hub  airports. 

By  that  time,  the  world's  first  integrated  family  may 
also  have  many  new  members. 

That's  why,  in  commercial  aviation,  we're  Number  2 
and  leading. 


'  or- 


AIRBUS  INDUSTRIE 


■  miKHKH*!li?:iliK 


EDITED  BY  WILLIAM  G.FLANAGAN 


Acupuncture  can  cure  ills  conventional  medical 
treatment  cannot— never  mind  how.  It's  also  relatively 
cheap  and  painless,  and  if  it  doesn't  cure  you,  it 
certainly  won't  kill  you. 

Me  and  Dr.  Gong 


The  thin,  extremely  sharp  needles 
didn't  hurt  at  all  going  in.  Dr.  Gong 
pricked  them  into  my  left  arm,  around 
the  elbow  that  had  been  bothering 
me.  Other  needles  were  slipped  into 
my  left  wrist  and,  strangely,  my  right 
arm.  And  then  into  both  my  closed 
eyelids. 

There  wasn't  any  discomfort,  just  a 
mild  warming  sensation,  when  the 
electrodes  were  connected  to  the  nee- 
dles in  my  left  arm,  and  my  muscles 
began  to  twitch  involuntarily.  But  I 
did  begin  to  wonder  what  had  driven 
me  here,  to  the  office  of  Dr.  James 
Gong,  a  floor  up  from  Mott  Street  in 
New  York's  Chinatown. 

Then  I  remembered — the  excruci- 
ating pain  in  that  left  elbow.  Several 
trips  to  a  Fifth  Avenue  neurologist 
and  two  expensive,  uncomfortable 
medical  tests  had  failed  to  produce 
even  a  diagnosis.  "Maybe  you  lean  on 
your  left  arm  too  much,"  the  neu- 
rologist concluded,  suggesting  I  see  a 
bone  man. 

But  during  the  hours  spent  waiting 
in  vain  to  see  an  orthopedist,  I  decid- 
ed to  take  another  tack  and  try  acu- 
puncture. A  Chinese- American  friend 
recommended  Dr.  Gong.  I  took  the 
subway  to  Canal  Street  and  walked 
past  the  open-air  fish  stalls,  the  in- 
cense shops,  the  Asia  Bank  branch  and 
restaurants  with  cooked  ducks  hang- 
ing in  their  windows.  Reaching 
Gong's  second -floor  office,  marked 
with  a  hand-painted  sign,  I  felt  I  could 
have  been  in  old  Hong  Kong. 

Dr.  Gong  speaks  English,  but  not 
often.  Most  of  my  questions  to  him 
were  greeted  with  friendly  grunts  and 
a  laugh.  But  I  managed  to  let  him 
know  where  my  arm  hurt.  He  hustled 
me  into  a  room,  had  me  lie  down  on  a 
cot,  and  went  to  work.  In  the  next 
room,  I  learned,  a  woman  dancer  was 
also  getting  a  treatment.  As  I  lay  there 


There  are  over  800  acupuncture  points 
Pinning  down  the  pain  on  the  body. 


a  while,  becoming  oblivious  to  the 
needles  and  the  muscle  spasms  and 
the  electric  current  shooting  through 
my  arm,  I  drifted  into  a  dreamlike 
state  and  fantasized  about  what  she 
looked  like. 

Not  every  acupuncturist  offers  such 
fanstasy  trips  to  China  and  beyond 
along  with  the  price  of  treatment,  of 
course.  Acupuncturists  today  are  as 
likely  to  be  found  on  Park  Avenue  as 
on  Mott  Street.  And  they  are  as  likely 
to  be  Caucasian  as  Oriental.  In  all 
there  a.e  an  estimated  10,000  acu- 
puncturists in  the  country,  6,500  of 
whom  are  certified  one  way  or  anoth- 
er. Nowadays,  a  lot  of  M.D.s  have 
learned  acupuncture  techniques;  so 
have  a  number  of  dentists  (stt  box. 
opposite).  Reason?  Patient  demand. 

Hut  I'll  bet  you  all  the  tea  in  China 
that  not  a  one  of  them  can  ulequatelv 
explain  how  acupuncture  worn 


They  may  say  something  about 
how  the  body  has  more  than  800 
acupuncture  points,  and  that  a  life 
force  called  qi  (pronounced  chee) 
circulates  through  the  body  along 
well-defined  circuits.  And  that  the 
points  on  the  skin  along  these  path- 
ways are  energetically  connected  to 
specific  organs,  body  structures  and 
systems,  and  that  acupuncture  points 
are  stimulated  to  balance  the  circula- 
tion of  qi.  It's  all  very  confusing.  Or 
Confucian. 

But  the  truth  is,  though  acupunc- 
ture is  at  least  2,200  years  old,  "no- 
body knows  really  what's  happen- 
ing," says  Paul  Zmiewski,  a  Ph.D.  in 
Chinese  studies  who  practices  acu- 
puncture in  Philadelphia. 

Millions  of  Americans  now  seek  out 
the  services  of  acupuncturists,  usually 
because  conventional  medicine  failed 
to  cure  their  ills.  Jack  Tymann,  51, 
president  and  general  manager  of 
Westinghouse  Electronic  Systems 
Co.,  is  typical.  Tymann  was  nagged 
for  15  years  with  severe  lower  back 
pain,  so  his  doctor  suggested  disc 
surgery.  But  he  tried  acupuncture  as  a 
next-to-last  resort. 

A  scientist  and  an  engineer  by  edu- 
cation, Tymann  was  highly  skeptical 
at  first.  "I  went  in  with  that  symptom, 
and  haven't  had  any  trouble  with  my 
back  since,"  he  says.  He  still  goes  for 
treatments,  four  or  five  times  per 
year — not  for  back  pain,  but  as  a 
preventive  measure.  "It's  been  my 
primary  form  of  health  care  for  about 
nine  years  now,"  he  sa\  v  "It's  a  holis- 
tic approach  to  health." 

Harwood    Beville,    51,    executive 
vice  president  of  the  Rouse  Co.,  start- 
ed acupuncture  nine  years  ago,  tor 
treatment   of  "what    I'll   call   tennis 
shoulder."  The  shoulder  had  both- 
ered him  for  two  years,  And  visits  to 
other  doctors  met  with  no  success 
Acupuncture    had    worked    tor    his 
wife.  After  a  tew  treatments,  his  pain 
was  gone,  .\nd  there  were  other  no 
ticeabk  effects.  "Immediately,  KTCSS 
didn't  seem  to  be  bothering  me 
much."  1  ike    tymann,  he,  GOO,  still 
goes  for  regular  treatments. 

Acupuncture  is  used  to  treat  a  host 
of  ailments     an\iet\ ,  depression,  back 
pain,  smoking,  high  blixxl  pressure, 
stress,  tendinitis,  menstrual  pain,  iff 
toxins;  the  list  goes  on.  Acupunctun 
even  used  to  help  treat  drug  addk 
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rion — with  considerable  success. 

Despite  all  the  success  stories  and — 
perhaps  as  important — the  virtual  lack 
of  horror  stories  (it  seems  the  worst 
thing  that  can  happen  to  you  is  noth- 
ing), acupuncture  is  still  not  covered 
by  many  insurance  companies.  Excep- 
tion: Some  will  pay  if  a  medical  doctor 
prescribes  or  gives  the  treatment.  (In 
24  states,  only  M.D.s  can  legally  prac- 
tice acupuncture.)  Cigna,  for  exam- 
ple, reimburses  patients  if  acupunc- 
ture is  medically  necessary  for  treat- 
ment of  some  20  different  conditions, 
including  headaches,  slipped  disc,  ar- 
thritis and  menstrual  pain. 

Probably  because  it  isn't  generally 
covered,  acupuncture  is  relatively 
cheap,  generally  $40  to  $60  per  ses- 
sion. My  first  treatment,  which  lasted 
about  40  minutes,  cost  $68,  includ- 
ing a  generous  supply  of  San  She  Tan 
pills,  made  in  Guangzhou,  China,  and 
containing  things  like  "the  Trio  of 
Snake-gall,  angelica  sinensis,  lombri- 
cus  and  bombyx  mori"  whatever  they 
are.  Wait  a  minute.  Mori  is  Latin  for 
death,  isn't  it?  I  skipped  the  pills. 

The  number  of  treatments  can  vary, 


although  one-shot  cures  are  relatively 
rare.  Figure  at  least  four  to  six  sessions 
to  treat  a  specific  ailment.  If  that 
doesn't  do  the  trick — and  it  won't 
always,  of  course — you  won't  be 
crushed  by  a  staggering  bill.  And  you 
will  probably  feel  at  least  somewhat 
better. 

If  I  sound  like  a  proselytizer,  it's 
with  good  reason.  After  five  treat- 
ments from  Dr.  Gong,  there  has  been 
dramatic  improvement  in  my  arm, 
and  the  pain  is  a  fraction  of  what  it 
was.  I  feel  less  stress,  too.  I  think. 

And  the  mainly  silent  Dr.  Gong 
finally  offered  a  diagnosis  for  what 
ailed  me.  "Pinched  nerve,"  he  said.  I 
thought  of  that  $1,100,  only  partly 
covered  test  I'd  undergone  in  the 
magnetic  resonance  imaging  ma- 
chine, when  I  was  stuffed  like  meat 
into  a  sausage  casing  and  nearly  driven 
insane  for  an  hour.  And  the  neurolo- 
gist still  came  up  empty. 

If  you're  looking  for  an  acupunc- 
turist, word  of  mouth  is  one  way  to 
start.  But  also  look  for  suitable  cre- 
dentials. The  National  Commission 
for  the  Certification  of  Acupunctur- 


ists in  Washington,  D.C.  has  certified 
3,000  pracntioncrs  in  40  siai.cs  and 
abroad,  and  requires  at  least  1,000 
hours  of  schooling  and  500  patient 
visits  (like  a  residency)  before  an  ap- 
plicant can  sit  for  the  two -day  exam. 
The  commission  (202-232-1404) 
will  furnish  names  of  certified  acu- 
puncturists near  you,  if  there  are  any. 

The  American  Association  of  Acu- 
puncture &  Oriental  Medicine  in 
Washington  (202-265-2287)  will 
also  provide  you  with  names  of  li- 
censed practitioners  in  your  area  or 
give  you  the  number  of  the  licensing 
bureau  in  your  state,  which  you  can 
call  if  there  is  one. 

If  you  want  to  read  up  oi.  the 
subject — and  I  warn  you,  it  gets  pretty 
Zen — here  are  two  books  on  the  sub- 
ject: Acupuncture:  Is  It  For  Tout  by 
J.R.  Worsley,  published  by  Element 
Books  Limited,  $9.95,  available  at 
major  bookstores;  and  Traditional 
Medicine  and  Health  Care  Coverage, 
published  by  the  World  Health  Orga- 
nization, $31 .50  plus  $3.00  shipping. 
Call  518-436-9686. 

-W.G.F.  Si 


Stick  it 
in  your  ear 

Imagine  needing  exten- 
sive dental  work  and  find- 
ing you're  immune  to 
most  anesthetics. 

Dr.  Andrew  Brand- 
wein,  56,  a  dentist  on  the 
staff  of  New  York's  Lenox 
Hill  Hospital,  one  day  in 
1973  encountered  two 
little  girls  in  need  of  dental 
care  but  who  simply 
didn't  respond  to  anesthet- 
ics. Brandwein  would 
anesthetize  them  and  then 
watch  the  tears  stream 
down  their  cheeks  when  he 
started  working.  It  broke 
his  heart,  so  he  decided  to 
see  if  acupuncture  could 
work  for  such  patients. 

He  studied  it,  tried  it, 
and  found  that  it  did  indeed 
work — two  needles  in  the 
girls'  arms,  faces  or  ears, 


and  they  didn't  feel  a 
thing.  Brandwein  has  been 
using  acupuncture  (and 
conventional  anesthetics 
for  those  patients  who 
prefer  it)  ever  since.  He  says 
one-third  of  his  1,600  pa- 
tients opt  for  acupuncture. 
Don  Pullen,  50,  a  well- 
known  jazz  pianist,  has 


used  Brandwein  as  his 
dentist  for  seven  years.  He 
recently  came  in  to  have 
some  teeth  filled.  Instead  of 
getting  injected  with  a 
novocaine  needle  in  the 
mouth,  Pullen  had  two  2- 
inch  acupuncture  needles 
gendy  inserted  into  the 
top  of  each  ear,  and  another 


Dentist  Andrew  Brandwein  drilling  jazzman  Don  Pullen 

Instead  of  a  shot,  acupuncture  needles  and  a  Ion-power  laser. 


one  into  his  left  cheek, 
near  the  ear.  During  drill 
ing  a  iow-power  laser  was 
also  directed  at  two  points 
on  his  left  ear.  The  drill 
ing  went  on  for  about  i  5 
minutes,  during  which 
Pullen  never  even  flinched. 
"I  feel  quite  relaxed,"  he 
said  afterward.  The  cost  of 
the  procedure  is  included 
in  the  price  of  dentai  w<  >rk 
and  hence  is  covered  by 
dental  insurance — just  as 
anesthetic  is. 

Brandwein  has  pub- 
lished many  papers  on  the 
subject  in  an  acupuncture 
journal.  But  many  of  his 
colleagues  remain  skep 
tics.  "I'd  say  70%  of  den 
lists  don't  believe  a 
puncture  works,"  he  says. 
Even  his  partner  isn't 
convinced. 

"He  usually  runs  out 
of  the  room  when  I  treat  a 
patient,"  he  says. 

-David  Stix  wm 
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Pace  Gallery  owner  Arne  Glimcher  understands 
that  art  is  a  service  business.  On  that 
understanding  has  been  built  a  very 
profitable  enterprise. 

Art  tutor 
to  the  stars 


By  Lisa  Gubernick 


Pace  Gallery's  Arne  Glimcher  with  "April,"  by  Chuck  Close 

Even  In  a  down  market,  Close's  recent  Pace  show  sold  out. 


When  the  suddenly  rich  take  a  fancv 
to  art,  they  often  turn  to  Arne  (pro- 
nounced Arnie)  Glimcher  for  hand- 
holding  and  advice  on  what  to  buy. 

Recalls  Terry  Semel,  Warner  Bros.' 
president  and  chief  operating  officer: 
"When  I  first  started  going  to  galler- 
ies, the  first-rate  dealers  had  little  or 
no  patience  for  someone  like  me,  who 
didn't  know  exactly  what  I  wanted,  or 
who  didn't  already  have  a  great  collec- 
tion. But  Arne  took  the  time  to  edu- 
cate me." 

And  Semel  returned  the  favor:  He 
became  an  ardent  collector  of  contem- 
porary art,  with  about  a  third  of  it 
coming  from  Glimcher's  Pace  Gallery. 

"I  like  teaching  art  history,"  says 
Glimcher.  "I  am  in  the  business  of 
education." 

It's  some  business  (see  box,  p.  325). 
Though  Glimcher  won't  talk  num- 
bers, Pace  Gallery  may  have  grossed  as 
much  as  $100  million  at  the  art  mar- 
ket's height  in  1989.  It  did  about  the 
same  in  1990,  even  after  the  market 
began  to  collapse.  Sales  this  year 
could  total  about  $80  million,  aston- 
ishing in  today's  climate. 

How  much  of  that  is  profit?  Art 
dealers  generally  share  the  proceeds 
from  selling  a  work,  with  the  artist. 
Commissions  generallv  range  from 
30%  to  50%.  On  that  basis.  Paa 
operating  revenues  in  1989  and  1990 
were  probably  close  to  S40  million 
annually.  Glimcher  has  high  over- 
head, but  even  factoring  it  in,  there 
was  plenty  left  over  to  live  well.  His 
tangible  symbols  of  success  include  a 
spread  at  the  River  House,  one  ot 
Manhattan's  most  fashionable  ad- 
dresses, and  a  house  in  Hast  Hamp 
ton,  NY. 

Like   his  close   friend   M\d   major 
client  Michael  Ovitz,  who  heads  the 
powerful  Creative  Artists  Agency  in 
Beverly  Hills,  Glimcher  is  a  promoter 
of  established  talent.  He  finds  moo 
eyed    clients — neophytes    mk\    sea 
soned  collectors  alike     for  those  art 
ists.  1  le  also  gets  their  works  hung  in 
major  museums. 

As  1  uq  Mitchell  Inncs,  head  o( 
Sotheby*s  New  York  contemporarj 
an  department,  put  it:  "Buying  from 
Pace  is  rather  like  membership  in  a 
club.  Glimcher  has  this  group  of  sub 
scriben  who  are  committed  to  his 
aesthetic,  m^\  the\  buy  works  bv  each 
of  his  stable  of  artists  " 
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"Dynasty"  producer  Douglas  Cramer  with  one  of  his  Rothkos 
Glimcher  has  close  ties  to  Hollywood. 


"Arne,"  adds  Los  Angeles  art  deal- 
er Daniel  Weinberg,  "combines  con 
noisscurship  with  commerce  better 
than  any  other  dealer." 

Glimcher  decries  being  called  .1 
marketer  and  prefers  to  be  known  .is  a 
tailed  artist.  But  his  ability  to  marry 
contemporary  art  and  commerce  sur 
faced  early.  In  I960,  as  a  snuggling 
21 -year-old  painter,  he  borrowed 
$2,400  from  his  older  brother  to 
open  .1  gallery  in  Boston.  He  named  it 


Pace  Gallery,  Pace  being  his  Russian 
immigrant  father's  name. 

Glimcher  got  his  first  break.  A 
wealthy  customer,  Irving  Rabb,  one 
of  the  principals  of  the  Stop  &  Shop 
grocery  store  chain,  lent  Glimcher 
$250,000  to  buy  all  the  works  in  an 
exhibit  Pace  was  then  running.  I'lti 
mately,  all  the  paintings  sold  out  tor 
double  the  monc\  Rabb  had  [nit  up. 

In    lc)6l    Glimcher   scored    again 
with  sculptures  by  I  ouisc  Nevelson. 


Realizing  that  presentation  was  every- 
thing, Glimcher  showcased  Nevel- 
son's  rough-hewn  wooden  assem- 
blages as  they'd  never  been  shown 
before.  He  reconfigured  walls  and 
suspended  her  sculptures  from  the 
ceiling  to  make  them  more  dramatic. 
All  but  one  of  her  sculptures  sold. 

In  1963  Glimcher  moved  Pace  to 
New  York,  where  he  continued  to 
refine  his  showmanship.  He  became, 
for  example,  one  of  the  first  dealers  to 
prepare  tony  catalogs.  The  catalogs 
helped  make  hard-to-appreciate  ab- 
stract works  by  artists  like  Jean  Du- 
buffet  and  Joan  Miro  more  accessible 
to  potential  collectors. 

Then  and  now,  Glimcher's  sell  is 
soft — but  highly  effective.  Television 
game-show  producer  and  Forbes 
Four  Hundred  member  Mark  Good- 
son  made  his  first  visit  to  Pace  Gallery 
in  the  mid-1970s.  "What  artists  do 
you  like?"  Glimcher  asked.  "Ma- 
gritte,"  Goodson  replied  Glimcher 
quickly  produced  a  Magritte  from  his 
inventory.  "I'll  buy  it,"  said  a  delight- 
ed Goodson.  "I'm  pleased  to  sell  it  to 
you,"  replied  Glimcher,  "but  you're  a 
man  who  can  afford,  and  should  have, 
great  paintings.  If  you  give  me  time, 
I'll  find  you  a  great  Magritte." 

About  a  year  later  Glimcher  deliv- 
ered a  better  and  moch  more  expen- 
sive Magritte.  Goodson  estimates  that 
80%  of  his  extensive  collection  w  as 
purchased  at  Pace. 

Over  the  years  Glimcher's  under- 
standing of  how  the  art  market  works 
has  brought  him  some  very  important 
collections.  In  1978  the  children  o( 
Mark  Rothko,  whose  estate  was  badly 
mishandled  after  the  artist's  death  in 
1970,  hired  Glimcher  to  sell  their 
father's  works.  He  first  rekindled  in- 
terest in  Rothko  by  staging  a  show  ot" 
his  murals,  \\  Inch  had  never  been 
exhibited  before  mu\  were  not  even 
for  sale.  Then  he  put  on  another 
exhibit,  this  time  featuring  works 
from  Rothko'sprcuouslv  hard  to  sell 
surrealist  period.  The  works  sold  out. 

In  1981  two  o\  Pablo  Picas 
children  M\d  one  of  his  grandchildren 
chose  Glimcher  to  sell  works  left  to 
them  by  the  master  Picasso  had 
painted  the  works  toward  the  end 
his  life.  That  presented  a  problem  for 
Glimcher:  There  was  little  interest  in 
Mich  works,  .\n>.\  collectors  were  wan 

Glimcher  came  up  with  a  brilliant 
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strategy.  He  dubbed  Picas-  f 
so's  later  years  his  "Avi-  f 
gnon"  period,  and  waited 
until  a  massive  Picasso  ret- 
rospective at  the  Museum 
of  Modern  Art  was  held. 
Then,  with  excitement  al- 
ready built,  he  put  the 
heirs'  Avignon  paintings  up 
for  show — and  the  works 
sold  out. 

Does  Glimcher's  aesthet- 
ic pay  off?  There  have  been 
flops,  like  Ernest  Trova,  a 
popular  1960s  pop  artist 
whose  falling  man  sculp- 
tures have  since  fallen  into 
obscurity.  But  Trova  seems 
to  be  an  exception.  Holly- 
wood producer  David 
Wolper,  who  bought  90%  of 
his  collection  through  Pace, 
says  he  has  made  "millions" 
from  selling  works  he 
bought  from  Pace. 

Glimcher  tries  to  protect  ^~^~ 
the  market  for  works 
bought  through  Pace.  In  some  cases 
he  insists  that  collectors  give  him  the 
right  of  first  refusal  if  they  decide  to 
sell  the  works  they  buy  from  him.  His 
aim  is  to  keep  the  works  away  from 
secondary  markets  and  auctions, 
where  prices  can  seesaw. 

With  the  speculative  fever  that 
gripped  the  late  1980s,  protecting 
values  actually  meant  selling  some 
works  well  below  the  prices  being 
hammered  down  at  auction.  Consider 
the  case  of  Robert  Ryman,  whose 


Glimcher  and  his  staff  of  dealers  at  the  Soho  Gallery 
The  painting,  "Nest,"  is  by  Georg  Baselitz. 


white  paintings  of  grids  topped  $2 
million  at  auctions  in  1989.  Glimcher 
believed  they  were  overpriced — and 
kept  his  prices  for  the  artist's  new 
works  at  less  than  half  what  was  being 
fetched  at  auction. 

With  his  skills  at  showmanship  and 
promotion,  and  with  so  many  clients 
in  show  business,  it  was  probably 
inevitable  that  Glimcher  would  make 
his  way  to  Hollywood. 

Glimcher  was  pick}'  about  his  de- 
but. Douglas  Cramer,  a  Pace  client 


and  the  producer  of  Dynas- 
ty, discussed  a  role  for  him 
in  an  episode.  But 
Glimcher  demurred.  "I 
think  it  was  because  it  was 
television  and  not  movies. 
Arne  always  has  been  a  bit 
of  a  snob,"  says  Cramer. 

In  1984  Glimcher  did 
find  a  role  in  movies — be- 
hind the  camera.  He  cho- 
reographed the  gallery 
opening  in  the  box  office 
dud  Legal  Eagles,  directed 
by  Ivan  Reitman,  now  a 
Pace  collector.  In  1987 
Glimcher  produced  Gorillas 
in  the  Mist,  distributed  by 
Warner  Bros,  and  Universal, 
a  marginal  success.  His  next 
project  was  The  Good  Moth- 
er, a  Disney  production  that 
flopped. 

Undaunted,      Glimcher 
has  just  directed  his  first 
film,    The   Mambo    Kings, 
based  on  the  Pulitzer  prize- 
winning  novel  about  two  Cuban  musi- 
cians in  New  York  in  the  1950s.  It's 
due  for  release  from  Warner  Bros,  and 
New  Regency  in  February  1992. 

Glimcher's  Hollywood  projects 
haven't  made  him  rich.  But  they  do 
give  his  gallery  entree  to  people  who 
can  help  it  thrive.  For  example,  one 
new  art  collector  is  actor  Tom  Cruise, 
who  gets  about  $10  million  for  a 
picture.  Would  Cruise  become  a  Pace 
client?  If  so,  Arne  Glimcher  will  be 
happy  to  teach  him  the  ropes.         Hi 


Arne  Glimcher's 
store 

At  the  corner  of  57th 
Street  and  Madison  Avenue 
in  Manhattan,  Arne 
Glimcher  shows  a  visitor 
the  seven  floors  that  make 
up  his  uptown  Pace  Gallery. 
In  private,  he  calls  Pace 
"the  store,"  and  that's  ex- 
acdy  what  it  is — the  snaz- 
ziest clutch  of  boutiques  in 
the  business. 

In  its  two  exhibition 
spaces,  the  one  on  57th 
Street  and  another  in 


Soho,  Pace  shows  works  by 
the  18  big- name  artists 
Glimcher  represents;  they 
include  Louise  Nevelson, 
lean  Dubuffet  and  Georg 
Baselitz.  But  "the 
store"  has  other  aspects. 
Smaller,  affiliated  opera- 
tions— Pace  Editions, 
Pace  Primitive,  Pace/Mc- 
Gill  photographs — 
showcase  prints,  ethnic  art 
and  photographs. 

To  see  Glimcher  the 
impresario  in  action,  ob- 
serve him  at  the  recent 
opening  of  a  show  of  Chuck 
Close's  massive  pointillist 


portraits.  From  the  corner 
of  his  jam-packed  gallery, 
Glimcher  surveys  the  glit- 
tering crowd  like  a  proud 
father.  "There's  Chris- 
tophe  de  Menile  [the  art- 
collecting  Schlumberger 
heiress],"  he  says,  point- 
ing to  a  coiffed  blonde. 
"Kirk  Varnedoe  [director 
of  painting  and  sculpture  at 
the  Museum  of  Modern 
Art]  is  standing  by  that  col- 
umn. Donald  Marron's 
curator  just  left.  And 
there,"  he  says,  pointing 
to  a  man  in  a  wheelchair,  "is 
Chuck  Close." 


For  Close,  the  exhibit 
is  a  triumph.  The  next 
week,  the  New  York 
Times  vnW.  rave  that  the 
show  is  the  artist's  finest. 
But  that  pales  beside 
Close's  accomplishment. 
Three  years  ago,  after  a  dev- 
astating illness,  doctors 
told  him  he  would  never 
move  again.  The  exhibit 
is  a  victory  of  will. 

For  Glimcher  the  show 
is  a  victory  of  a  different 
sort:  Despite  the  chill  in 
the  contemporary  art  mar- 
ket, Close's  show  has  sold 
out.  -L.R.G.  m 
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Coffee  merchant  Robert  Stiller  is  getting  rich  by 
following  a  trend.  Just  the  way  he  did  making 
rolling  papers  for  marijuana  cigarettes  20  years  ago. 

Hippie  redux 


By  Mary  Beth  Grover 

Some  people  just  know  how  to  smell  a 
business  opportunity.  Back  in  1971 
Robert  Stiller  cofounded  his  E-z  Wid- 
er business,  a  supertrendy  company 
that  made  rolling  papers.  As  the  coun- 
try rolled  marijuana  cigarettes,  the 
good  times  rolled  for  Stiller  (Forbes, 
Feb.  6,  1978).  Longish-  haired  and 
mustachioed,  he  traveled  to  Europe, 
lived  in  a  double-terraced  Manhattan 


penthouse,  dined  at  Lutece  and  par- 
tied  at  Steve  RubelFs  Studio  54. 

Times  have  changed.  Rubell  is 
dead,  Studio  54  is  just  a  memory,  and 
E-z  Wider  was  sold  in  1980  to  Rizla, 
an  English  tobacco  company.  At  48, 
Stiller  has  changed,  too.  Short  white 
hair,  no  mustache.  Instead  of  partying 
in  Manhattan,  he's  more  likely  to  be 
found  enjoying  the  scenery  around 


his  suburban  five-bedroom  house  in 
Shelburne,  Vt.,  which  he  shares  with 
his  wife  and  three  children. 

But  Stiller  is  still  into  trendiness — 
this  time  selling  specialty  gourmet 
coffee  to  a  lot  of  the  same  consumers 
who  once  bought  his  rolling  papers. 
His  Green  Mountain  Coffee  Roasters 
has  seven  retail  stores  throughout  the 
Northeast,  plus  over  1 ,000  restaurant 
and  gourmet  food  store  accounts. 
The  company  made  about  S200,000 
in  net  profit  on  $1 1  million  in  sales  in 
fiscal  1991. 

The  road  to  his  current  success 
began  in  1971,  when  Stiller  was  28. 
He  and  his  partner,  Burton  Rubin, 
did  some,  uh,  market  research  and 
found  marijuana  smokers  would  lick 
two  rolling  papers  together  before 
assembling  a  joint. 

So  Stiller,  who  studied  business  at 
Parsons  College  in  Fairfield,  Iowa, 


Green  Mountain 
Coffee's 
Robert  Stiller 
A  long  way 
from  the  days 
of  E-Z  Wider. 
"We're  in  this 
quality  mode 
thing." 
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The  car  that  deserves  a  bow, 
is  the  car  that  isn't  taking  one 


'Same  road,  same  speed  as  previous  three  photographs. 


The  performance  of  the  average  luxury 
car  suspension  is  fine  if  average  is  where  youVe 
set  your  standards.  We  didn't. 

At  Infiniti,  we  decided  very  early  on 
there's  no  such  thing  as  a  superior  car  with  an 
inferior  ride. 

So  after  seven  full  years  in  development, 
we  arrived  at  a  startlingly  innovative  solution. 

It's  the  world's  first  Full -Active  _ 

r     u  -a    ■*     Q-45 
Suspension  system.  Combined  with   

an  advanced  multi-link  approach,  it  physically 

counteracts  the  typical  float,  roll,  dive  and 

squat  characteristics  that  the  road  continuously 

inflicts  on  cars  and  their  passengers. 

This  is  accomplished  through  the  use 
of  G-force  sensors  and  an  ingenious,  self- 
leveling  mechanism.  The  improvement,  even 
over  cars  previously  considered  very  good  at 
handling,  is  readily  apparent. 

The  Infiniti  Q45mwith  the  Full-Active 
Suspension  system  was  selected  one  of  Road 
&JTracks  ten  best  cars  in  the  world.  If  a 
ride  in  our  car  doesn't  sway  you  to  our  side, 
believe  us,  one  ride  in  the  competition  will. 

0\^    INFINITI. 

To  arrange  a  guest  drive"  call  1-800-826-6500. 


CAREERS 


and  Rubin,  a  former  metals  trader,  set 
out  to  make  the  wider  paper.  They 
were  turned  down  by  14  American 
manufacturers,  but  finally  found  a 
Spanish  company  willing  to  invest 
S300,000  and  become,  so  to  speak,  a 
joint  manufacturer.  Soon  the  two 
were  rolling  it  in,  netting  5400,000 
on  S7  million  in  sales  in  1977. 

Problem  was,  they  couldn't  get 
along.  They  bickered  almost  daily, 
and  couldn't  even  agree  on  who 
should  buy  out  whom.  (Even  now, 
they  can't  agree  on  exactly  why  they 
didn't  get  along.)  So  they  put  the 
company  up  for  sale,  with  Stiller  con- 


he  was  looking  for  a  business  and  had 
big  plans.  "When  I  saw  how  excited 
people  got  when  they  tasted  a  really 
good  cup  of  coffee,  I  knew  this  would 
catch  on."  Stiller  planned  on  grab- 
bing a  couple  hundred  million  dol- 
lars' worth  of  the  S5  billion  coffee 
market. 

Unlike  the  cigarette  paper  business, 
the  coffee  business  was  harder  going, 
Stiller  found,  with  stiff  competition. 
He  decided  he  would  compete  on  the 
very  high  end.  That  means  Green 
Mountain,  like  other  gourmet  coffee 
merchants,  uses  only  highly  prized — 
and  priced — arabica  beans  from  Cen- 


f  Green  Mountain's 

I  store  in  Winooski,  Vt. 

An  aromatic  joint 

that's  part  cafe, 

part  retail  outlet. 


fident  he  could  still  triumph  with  the 
highest  bid.  He  didn't  when  Rizla 
paid  56.2  million.  "It  was  kind  of  a 
traumatic  day,"  he  recalls. 

On  the  bright  side,  he  walked  away 
with  about  S2  million.  And  it  was  the 
good  life  that  led  him  to  his  next 
venture.  Sipping  coffee  in  a  restaurant 
near  his  skiing  condo  in  Sugar  Bush, 
Vt.,  Stiller  decided  it  tasted  really 
great.  Asking  around,  he  found  it  was 
made  by  Green  Mountain,  a  mildlv 
profitable  retail  store  in  Waitesfield, 
Vt.  that  sold  20  specialty  coffees  to 
the  public  and  to  a  couple  of  local 
restaurants.  What's  more,  the  couple- 
that  owned  it  wanted  to  move  to 
Florida  to  start  a  separate  coffee  retail 
business.  Using  $100,000  of  his  take 
from  I  /  Wider,  he  bought  them  out. 

But  he  wasn't  looking  tor  a  hobby, 


tral  America  and  around  the  world. 
The  cheap,  lower-quality  robusta 
beans  from  Africa  and  Indonesia  are, 
sniffs  Stiller,  for  the  mass  merchants  of 
the  world. 

To  distinguish  itself  from  other 
"gourmet"  brands,  Green  Mountain 
keeps  its  highest-grade  beans  pure — 
and  the  prices  high.  For  instance. 
Green  Mountain  charges  $16  a 
pound  for  its  Hawaiian  Kona  coffee. 
Many  other  brands  cost  $6  a  pound. 
"People  think  they  can  get  the  same 
thing,"  explains  Stiller,  "but  at  those 
prices  they're  getting  blends."  As  few 
as  one  out  of  five  beans  will  be  the 
Konas,  claims  Stiller. 

The  company's  first  four  years  u  ere 
resoundingly  discouraging.  Stiller's 
tour  retail  stores  remained  profitable, 
but  it  was  hard  convincing  restaurants 


to  fork  over  S4  a  pound — almost  a 
third  more  than  the  amount  they  were 
paying.  Yet  Stiller  was  convinced  the 
best  way  to  lure  new  customers  was 
through  the  same  way  he  got  hooked: 
by  trying  the  coffee. 

To  spread  the  word,  he  gave  the 
coffee  away  to  local  charities  like  the 
Ronald  McDonald  House  and  orga- 
nizations like  the  Kiwanis  club.  "The 
trick  is  to  get  people  to  experience  it," 
says  Stiller.  Word- of- mouth  worked. 
People  began  calling  for  orders.  He 
put  mail-order  ads  in  food  magazines 
like  Gourmet  and  Bon  Appetit.  By 
1985  the  company  was  in  the  black. 

Today  Green  Mountain  is  served 
by  the  prestigious  Culinary  Institute 
of  America,  in  Hyde  Park,  N.Y.,  and 
Manhattan's  Harvard  Club.  Ralston 
Purina  features  Stiller's  coffee  on  the 
back  of  its  Muesli  cereal  boxes.  (For 
four  boxtops,  consumers  get  coffee. 
Five  percent  of  the  people  reorder 

When  you  walk  into  the  Green 
Mountain  store  in  Winooski,  Vt.,  the 
aroma  of  fresh,  roasting  coffee  beans 
hits  you  in  the  face.  Part  cafe,  part 
store,  it's  like  a  homey  country  kitch- 
en. Coffee  is  roasting  in  a  $30,000, 6- 
foot-tall  computerized  roaster  in  the 
back.  Fifty  different  kinds  of  coffee  are 
lined  up  in  glass  canisters  on  an  old- 
fashioned  pine  counter. 

Nowadays,  Stiller's  competitive 
strategy  is  to  improve  operations  and 
productivity.  Forever  trendy,  he's 
even  applying  some  of  quality  guru 
W.  Edwards  Deming's  principles,  like 
"empowering"  employees,  to  oofiec- 
makiing.  Or,  as  Stiller  savs.  "We're  in 
this  quality  mode  thing." 

So  a  computerized  database  f 
how  much  coffee  Stiller's  clients  ha\e 
been  selling,  and  indicates,  in  turn, 
how  much  coffee  the  clients  should  be 
ordering,  so  that  all  o\  the  cofibl 
used  up  within  a  week  or  two.  Too 
often,  says  Stiller,  "People  buv  coffee- 
beans  that  have  been  sitting  around 
for  months  and  \a\  ,  'What  rial 

about  this-'  " 

An  unabashed  optimist.  Stiller  dc 
pendablv  replies  "better  and  better" 
when  you  ask  him  how  he  is.  Thai's 
because  IS  yean  ago  he  u>ok  one 
of  those  power  of  positive  thinking 
courses  Was  he  simpU  being  trend) 
aganv  Maybe  so,  but  then  Stiller 
hasn't  done  badly  tor  himself  in  the 
past  by  doing  that  ■■ 
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You'll  Probably  Retire 
Before  They  Do. 


-$• 


Many  watches 
can  tell  time 
accurately, 
a  few  can  tell 
time  beauti- 
fully.    but    only 


ONE 


D    E 


signed  to  do 
both  for  the 
next  25  years. 
Introducing  the 
n  ew  accutron 
collection. 


no    other    watch    in    the    world 

protects  its  owner 
for  a  full  quarter 
century.  Designed 
in  America,  with  an 
unsurpassed  tun- 
ing fork  quartz 
movement,  unique 
three-tiered  beveling,  and  virtually 
indestructible   sapphire   crystal, 


THE  BALANCE  BETWEEN  CRAFTS- 
MANSHIP AND  TECHNOLOGY  ALLOWS 
US  TO  OFFER  A  WARRANTY  THAT'S 
SECOND  TO  NONE.  SO  WHILE  THE 
ACCUTRON  CAN  ARGUABLY  BE  CALLED 
THE  MOST  BEAUTIFUL  WATCH  IN 
THE  WORLD,  IT'S  NOT  THE  ONLY 
REASON  TO 
BE     INTRIGUED  ACCUTRON 


macys 


BY  ONE. 

* 


B    U    L    O    V    A 


Available  at  select  locations. 

©1991.  Bulova  Corporation.  Accutrorr*  and  the  tuning  fork  symbol  art  registered  trademarks  of  the  Bulova  Corporation.  To  learn  more  about  our  exclusive  warranty,  see  your  Accutron  jeweler. 
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The  princess  of  pay 

When  proxy  statements  go  out  next 
spring,  Linda  Wachner's  face  will 
probably  turn  up  on  lots  of  magazine 
covers.  Wachner,  the  chairwoman 
and  chief  executive  of  newly  public 
Warnaco  Group,  Inc.,  will  get  just  shy 
of  $23  million  in  total  compensation 
this  year. 

Wachner,  45,  has  run  Warnaco 
since  1986,  when  she  led  a  $486 
million  leveraged  buyout  of  the  mak- 
er of  women's  lingerie  and  men's 
shirts.  But  she  owned  only  770,000 
shares  until  Warnaco  sold  1.3  million 
shares  to  her  at  $4.66  earlier  this  year. 
Nice  timing:  In  early  October  the 
company  went  public  on  the  New 
York  Stock  Exchange,  selling  6.9  mil- 
lion shares  at  $20 — a  quick  paper  gain 
of  $20  million  for  Wachner.  She  also 
gets  at  least  $1.7  million  in  salary  and 
should  earn  a  $1.3  million  bonus 
based  on  cash  flow  performance. 

Warnaco's  board  obviously  likes 
what  Wachner  has  done  for  the  com- 
pany. Since  the  buyout,  she  has  nar- 
rowed Warnaco's  product  lines,  in- 
creased sales  of  high-margin  lingerie 
and  other  intimate  apparel  by  56%, 
and  nearly  erased  the  deficit  in  share- 
holders' equity.  Warnaco's  October 
offering  (lead  underwriter:  Morgan 
Stanley)  was  apparendy  underpriced: 
It  was  oversold  by  40  million  shares, 
and  the  stock  jumped  50%  in  a  month. 

Wachner's  compensation  puts  her 
in  exclusive  company.  Even  if  a  terrific 
fourth  quarter  pushes  Warnaco's  sales 
past  $600  million,  Wachner's  take 
would  still  be  an  astonishing  3.8%  of 
the  company's  total  1991  revenues. 
Last  year's  prince  of  pay,  Steven  Ross 
of  Time  Warner,  snared  $78  million, 
a  little  under  1%  of  sales. 

Wachner  makes  no  apologies. 
"The  Steve  Rosses  of  the  world  are 
brilliant,"  she  says.  "It's  a  big  bear 
they  handle,  and  if  they  handle  the  big 
bear  successfully,  I  think  they  should 
get  a  big  bear  of  a  reward." 

Leave  him  a  loan 

Christopher  Snyder  makes  money 

whenever  banks  and  regulators  make 
each 'other  uneasy.  Founder  and  prcsi 
dent  of  Loan  Pricing  Corp.,  Snyder, 

49,  sells  data  on  commercial  loans, 
including  those  regulators  force  the 
banks  to  sell.   Banks  have  unloaded 


f  Warnaco 
|  Chairwoman 
Linda  Wachner 
Going  public 
helped  put  $23 
million  into  her 
purse. 


Christopher  Snyder 
of  Loan  Pricing  Corp. 
Analyzing  loans 
as  banks 
unload  them. 


some  $20  billion  in  the  last  year. 

Formerly  an  economic  forecaster 
for   Standard    &    Poor's    Data    Re- 
sources, Inc.,  Snyder  started  his  busi- 
ness in  1985.  Banks  were  starting  to 
trade  commercial  loans,  but  no  one 
was  doing  independent  research  on 
that  market.  Recalls  Snyder:  'i  real 
ized  that  the  commercial  loan  market 
was   the   biggest,   most   price  ineffi 
dent,  most  fragmented  financial  mar 
ket  in  the  country.*1 

He  set  about  correcting  that.  For 
each  loan,  he  gathered  data  on  the 
lender,  its  fees  and  interest  rates,  as 
well  as  the  borrower's  industry  and 
credit  history.  Banks  and  brokers  buj 


the  information  through  a  newsletter 
and  electronic  database 

Snyder  now  has  over  200  clients, 
including  75  banks  that  pa\  up  to 
$80,000  apieee.  Snyder  can  look  at 
the  market  for  rir  Nabiseo  loam  .\nd 
tell  his  clients  that  prices  are  soft 
among  Japanese  banks  while  demand 
is  growing  among  European  M 

Snyder's  business  reall)  took  offin 
L988,  when  the  U.S.  Comptroller  o( 
the  Currency  ordered  thin))  capital 
i/ed  banks  to  improve  their  balance 
sheets    Those  that  couldn't  raise  cqui 
tv  had  to  sell  assets.  cspcciaU)  lc\  I 
aged  buyout  loans  1  atclv  Snyder  has 
benefited  from  the  Comptroller's  lat 
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est  kick:  making  banks  reduce  large 
exposures  to  single  borrowers.  The 
quickest  way  for  banks  to  comply  is  to 
trade  the  assets  among  themselves. 

What's  next?  Snyder  expects  that 
loan  trading  may  heat  up  as  new,  giant 
regional  banks  diversify  their  portfo- 
lios across  state  lines. 

-Tatiana  Pouschine 


Keeping  the  tiger  hungry 

Kim  Chong-in  has  a  grim  warning 
for  Korea's  chaebol,  or  giant  conglom- 
erates: "With  our  markets  opening, 
they  can't  survive  under  foreign  com- 
petition. It's  essential  that  they  reduce 
their  fat." 

Kim,  51,  is  the  powerful  economic 
secretary  and  adviser  to  Korean  Presi- 
dent Roh  Tae-woo.  The  grandson  of 
South  Korea's  first  supreme  court 
chief  justice,  he  is  also  the  latest  archi- 
tect of  the  government's  continuing 
policy  of  forcing  Korea's  huge  con- 
glomerates, like  Hyundai,  Samsung 
and  Daewoo,  to  restructure  their 
business.  The  goal  has  been  straight- 
forward: to  make  the  giants  more 
efficient  and  globally  competitive 
while  opening  up  the  economy  to 
new  entrepreneurs. 

Wielding  some  clubs  his  predeces- 
sors were  reluctant  to  use,  Kim  seems 
to  be  making  some  progress.  Among 
his  weapons:  opening  domestic  mar- 
kets, tightening  control  over  bank 
lending  and  threatening  criminal  in- 
vestigations. The  Hyundai  group,  for 
example,  is  being  investigated  for 
massive  tax  evasion. 

The  chaebol  are  attentive.  In  No- 
vember Samsung  announced  that 
Chairman  Lee  Kun-hee  and  group 
companies  would  sell  their  stakes  in 
Chonju  Paper  and  Shinsegae  Depart- 
ment Store,  two  of  the  group's  larger 
companies.  Sunkyong  chaebol  an- 
nounced that  two  of  the  brothers 
running  the  group  would  split  off  a 
highly  profitable  magnetic  tape  sub- 
sidiary from  the  group. 

"When  our  domestic  market  was 
protected  from  foreign  competition, 
these  groups  could  thrive  because  of 
their  monopolistic  positions,"  ex- 
plains the  somber,  German -educated 
economist. 

Nor  is  Kim  sympathetic  to  big  bu- 
siness' whining  about  skyrocketing 
labor  costs.  "We  can't  go  back  to  the 


Salsa  impresario 
Ralph  Mercadowith 
star  Tito  Puente 
Take  the  money, 
avoid  the  risk. 


BELOW: 

South  Korean 
Economic  Secre- 
tary Kim  Chong-in 
"We  cant  go  back 
to  the  old  days." 
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old  days  and  restrain  wages.  Our  busi- 
nessmen must  learn  to  adjust  to  the 
new  wage  rates."  Kim  knows  how  to 
wield  quiet  authority,  and  he  means 
business. 

-Andrew  Tanzer 


The  mambo  chairman 

In  putting  together  the  soundtrack 
for  the  new  film  The  Mambo  Kings, 
Warner  Bros,  called  Latin  music  im- 
presario Ralph  Mercado.  Never  mind 
that  Mercado's  record  label,  rmm,  is 
distributed  by  rival  Sony  Corp.  If  you 
need  to  reach  Latin  recording  stars 
like  Tito  Puente  or  Celia  Cruz,  Mer- 
cado is  your  man. 

A  $100  million  business  at  retail, 
Latin  music  is  one  of  the  few  bright 
spots  in  the  music  industry  today. 
Record  sales  are  up,  and  Latin  night- 
clubs are  holding  up  amid  recession. 


The  Brooklyn- born  son  of  Domin- 
ican and  Puerto  Rican  immigrants, 
Mercado,  50,  learned  the  hard  way 
that  the  best  money  in  the  entertain- 
ment business  comes  from  managing 
performers.  He  was  promoting  con- 
certs for  singers  like  the  Temptations 
and  James  Brown  in  the  mid-1960s. 
Then  he  lost  $200,000  on  one  dud 
concert  tour.  "That  was  a  lot  of  bread 
in  1968,"  he  says  today. 

Mercado  realized  that  managers 
got  paid  good  money  and  took  none 
of  the  risk  that  concert  promoters 
assume.  So  he  turned  agent  and  spe- 
cialized in  fast-paced  salsa  music. 
When  the  music  took  off  in  the  1970s, 
he  was  already  the  nation's  top  salsa 
manager.  When  salsa  faded  a  bit  in  the 
early  1980s,  Mercado  stuck  with  it 
and  even  increased  his  risk  somewhat 
by  offering  loans  to  moneylosing  club 
owners.  With  the  control  he  has  as  a 
booking  agent,  Mercado  is  a  success- 
ful concert  promoter:  Despite  a  dis- 
mal summer  for  concert  tours,  Merca- 
do's New  York  Salsa  Festival  sold  out 
Madison  Square  Garden  in  August. 

Today  Mercado's  Manhattan- 
based  RMM  Inc.  sits  astride  a  truly 
multinational  business.  One  of  his 
hottest  acts  is  Orquesta  de  la  Luz,  an 
11 -member  salsa  band  from  Japan, 
and  he  is  opening  an  office  in  Europe. 
Laughs  Mercado:  "People  in  Germa- 
ny dancing  to  salsa — it's  wild!" 

-Christopher  Palmeri    m 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


■Hhe  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
J*  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  thost 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719  ; 
3263  or  write  to:  Errol  Rvland. 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box 303   1WK3 
Ft.  Garland,  COSH 


Obtain 

Ranches  NY  a 

flerect  to  Nevi 
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THE  FORBES /BARRA  WALL  STREET  REVIEW 


BY  ERtC  S.  HARDY 


On  Nov.  14  (the  pricing  date  for  this 
page)  stocks  were  close  to  record 
levels.  The  next  day  the  Dow  lost  120 
points.  Kidder,  Peabody's  chief  mar- 
ket analyst,  Dennis  Jarrett,  sees  no 
reason  to  panic.  "This  market  has 
survived  a  crash  [in  1987],  a  reces- 
sion, a  major  war  and  a  coup  attempt 
in  the  Soviet  Union,"  says  Jarrett. 
"My  long-term  outlook  is  quite  bull- 
ish, with  no  one  industry  or  sector 
dominant." 

Is  such  bullishness  justified?  The 
market's  P/E  has  increased  sharply  this 
year,  while  its  dividend  yield  has  sunk. 
But  then,  yields  for  all  investments — 
bonds,  money  funds  and  bank  instru- 
ments like  cos — have  also  declined 
sharply  this  year.  Thus  it  is  not  surpris- 
ing that  investors  have  been  willing  to 
pay  higher  prices  for  a  dollar's  worth 
of  earnings  or  dividend  income.  The 
future  direction  of  stock  prices  may 
hinge  On  earnings  forecasts  for  next 
year  (see  p.  295). 


On  the  rebound 


How  have  last  year's  ten  best  and  worst 
S&P  500  companies  fared  this  year?  On 
average,  last  year's  ten  laggards  are  now     v 
ahead  of  the  game.  Since  12/31/90  the 
laggards  have  posted  an  average  return 
of  56%  versus  a  22%  return  for  the 
leaders.  S&P  500:  a  22%  total  return. 


1990 
leaders 

1991 

return 

1990                     1991 
iosers                  return 

Home  Depot 

122% 

USF&G                       0% 

Imcera  Group 

62 

Quantum  Chemical    1 1 

Nike 

39 

Panhandle  Eastern    21 

St  Jude  Medical 

38 

NL  Industries           28 

General  Mills 

29 

MCI  Commun           34 

Service  Corp  Intl 

16 

Marriott                  59 

Millipore 


Beverly  Ent 


Alberto  Culver 


-5 


Bank  of  Boston 


79 


Chase  Manhattan      92 


-27       Oracle  Systems      100 


Compaq  Computer  -50       Chemical  Banking  139 


The  overall  market 
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The  Barra  All-US  index 

Index  as  of  11/14/91 

Market  value:  $3,633.7  billion 

Price/book:  2.3 

P/Er26.1 

Yield:  2.8% 


12-month  closeup 
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The  best  and  worst  performing  stocks6 


Closeup  on  the  market 

Index  or  investment 

2-week  change 

%  change  from 
1  year             5-year  high 

Barra  All-US  index 

1.3% 

Hi 

28.9  % 

-0.1% 

Sharpe/Barra  Growth  index ' 

2.1 

■■■ 

32.9 

0.0 

Sharpe/Barra  Value  index 

0.8 

■ 

25.4 

-0.2 
-0.4 

Dow  Jones  industrials 

-0.2 

1 

20.4 

S&P  500 

1.2 

WM 

25.3 
26.6 

-0.1 
-0.1 

NYSE 

1.2 

M 

Nasdaq 

2.2 

HBH 

56.5 

-0.2 

Amex 
EAFE3 

1.1 
0.0 

" 

32.0 
7.5 

-1.3 
-17.5 

CRB  index45 

-1.3 

■i 

-4.3 

-20.9 

Gold' 

-0.8 

■ 

-6.0 

-29.4 

Yen5 

-1.0 

■ 

0.4 
-27.7 

-21.0 
-45.3 

Oil5 

-3.6    M^M 

Best 

Price 

2-week 
change 

1991 
EPS' 

NA 

Worst 

Immune  Response 

Price 
41 

2-week 
change 

-31% 

1991 
EPS' 

$-0.30 

Viratek 

14 

70% 

K-V  Pharmaceutical 

34 

44 

NA 

Barr  tabs 

25 

-25 

0.92* 

Ribi  Immunochemical  Res 

10 

43 

$-0.35 

Coast  Savings  Financial 

6 

-25 

2.15 
2.06 

ICN  Pharmaceuticals 

15V8 

41 

0.55 

Tektronix 

18>/8 

-23 

Omnicare 

191/2 

41 

0.50 

Response  Technologies 

63/8 

-23 

NA 

The  best  and  worst  performing  industry  factors68 

Best 

2-week 
change 

11.5% 

Since 
12/31/90 

14.0% 

Worst 

2-week 
change 

Since 
12/31/90 

Photographic,  optical 

Water  transport 

-9. 1  % 

15.9% 

-2.6 

1.9.2 

-18.5 

5.0 

Consumer  durables 

5.5 

20.0 

Oil  service 

-8.2 

Retail 

5.4 

32.8 

Forest  products 

-7.1 
-4.7 

Life  insurance 

5.0 
4.6 

29.5 
26.5 

Precious  metals 

Agriculture,  food 

Coal  &  uranium 

-4.7 

Note:  Data  for  period  ending  11/14/91.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnmgs  ratios. 3  A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. '  Index  of  21  commodity  futures. 5  Knight-Ridder  Financial 
Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences  including  company 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  *1992  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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The  biggest  new  issues1 

Company/business 
EXEL  Ltd/insurance 
Ambac/msurance 

Exchange 

Offer 
date 

Offer 
price 

Recent 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt: 

n 
n 

7/18/91 

25 Vz 

32 

487 

Goldman,  Sachs 

25% 

125 

7/11/91 

20 

273/8 

292 

Salomon  Brothers 

37 

133 

MGIC  Investment/mortgage  insurance 

n 

8/6/91 

24 

36  % 

202 

Goldman,  Sachs 

51 

152 

Interstate  Bakeries/bakery  prods 

0 

7/24/91 

16 

181/2 

200 

First  Boston 

16 

113 

Singer  NV/mfr  sewing  machines 

n 

8/1/91 

14 

17»/4 
167/8 
17'/2 

15 

187/8 

12  A 

164 
151 
128 
109 
95 
81 

Merrill  Lynch 

23 

123 

Enquirer/Star  Group/publishing                            n 
Rogers  Cantel  Mobile  Commun/cellular  telecom      o 
FoxMeyer/pharmaceutical  distributor                 n 
Smart  &  Final/food  warehouse  stores                    n 
Kaiser  Aluminum/mfr  aluminum  prods                  n 

7/19/91 

8/8/91 

8/29/91 

7/30/91 

7/11/91 

14 
17 

14  y2 

19 

12 

First  Boston 

21 

119 

103 

106 

99 

36 

Goldman,  Sachs 
PaineWebber 
Lazard  Freres 
Merrill  Lynch 

3 

3 

-1 

-12 

The  best  new  issues1 


Company/business 

Offer 
price 

Offering 

($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    reltomkf" 

Somatogen/biotech 
Biomatrix/biotech 

39V4 

18'/4 

38 
28 

Alex  Brown  &  Sons 

109% 

209 

Prudential  Sees 

83 

184 
176 
179 
175 

Video  Lottery  Tech/video  equip 

Systemix/pharmaceuticals 

Wellfleet  Commun/computer  networks 

25  >/4 
32 

297/8 

40 
36 

48 

Montgomery  Sees 
Merrill  Lynch 
Goldman,  Sachs 

80 
78 
76 

The  worst  new  issues1 


Performance  update 


Even  if  the  Nov.  15  market  crashlet 
puts  a  chill  on  business,  1991  looks 
like  a  boom  year  for  initial  public 
offerings.  During  the  third  quarter 
alone,  $3.8  billion  was  raised  on  81 
issues.  That's  almost  four  times  the 
amount  raised  for  the  same  period  last 
year,  and  it  puts  the  figure  for  the  first 
nine  months  of  1991  at  $8.9  billion. 
"If  things  continue  at  the  current 
pace,  the  capital  generated  in  the 
fourth  quarter  should  easily  surpass 
$5.8  billion,"  says  Seth  Weber,  an 
associate  at  Securities  Data  Co.  in 
Newark,  N.J.  The  last  record  year  was 
1986,  when  $15.1  billion  was  raised. 

Companies  currently  filing  for  reg- 
istration include  plastics  and  packag- 
ing manufacturer  giant  Owens-Illi- 
nois; Healthtrust,  a  health  care  ser- 
vices company;  and  supermarket 
chain  Stop  &  Shop  Cos. 

A  lot  of  new  offerings  are  very 
expensive.  Alteon,  Inc.,  a  pharmaceu- 
ticals manufacturer,  went  public  Nov. 
1  at  150  times  pro  forma  earnings  and 
92.5  times  book  value.  Presley  Cos. 
came  public  Oct.  10  at  52.6  times  pro 
forma  earnings. 

The  roaring  new  issues  business  is 
good  news  lor  underwriters.  But  it  is 
also  a  warning  to  investors  that  the 
stock  mallei  is  getting  overheated. 
That  was  probably  what  Nov.  L5's 
market  action  was  telling  us. 

Note:  Initial  public  offerings  of  common  aqulties  with  oil.  W91  to  9/30/91  if  $2.50  or  more  and  offering  value  of  $5  million  or  more.  Closed-end 

funds,  limited  partnerships,  and  ADRs  (American  Dep  Hided,  as  are  REITs  and  spinoffs.  'Last  quarter. 

The  ending  value  of  $100  invested  In  the  stock,  divided  I  ig  value  of  $1  Invested  in  the  marki  mths.  Source:  Securities  Data  Co. 


Company/business 

Offer 
price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute    reltomkt2 

Treadco/truck  tire  retreader 

15 

40 

Morgan  Stanley 
HJ  Meyers 

-6% 

94 

Laser-Pacific  Media/movie  production 
Super  Rite/supermarkets 
Teknekron  Commun/telecomm  software 
Monro  Muffler  Brake/auto  repair 

4 

7 

-33 

67 

15  VS 

8 

13'/2 

33 
23 

AS 

DU 

PaineWebber 
Lehman  Brothers 

0 
-20 
-16 

99 
79 
83 

The  most  active  investment  bankers 

industries  going  public 

Underwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Total 
offerings 

Total  raised 
($min 

Goldman.  Sachs 

17 

$2,384 

Manufacturing 

26 

$1,333 

Merrill  Lynch 

12 

1,374 

Insurance 

5 

1.03 

First  Boston 

11 

794 

Professional  sves 

15 

423 

Salomon  Brothers 

7 

517 

Wholesale 

9 

310 

PaineWebber 

16 

509 

Health  care 

9 

184 

334 


Forbes  ■  Decembei  ^.  1°°1 


FwbeS  Magazine  Presents 


Project 

Financing 

&  Construction 

in  the  1990V 


An  unprecedented  conference  on  domestic  and  international  limited  recourse 
project  financing.. .The  Structuring  ...The  Risks  and  their  Management 
...The  Rewards  ...The  Opportunities 

Interface  with  preeminent 

Project  Sponsors  □  Representatives  of  Host  Countries  and  State  Agencies  D  Developers  D  Government 
Regulators  □  Lenders  □  Project  Financing  and  Construction  Attorneys  □  Contractors  D  Design  Professionals 
□  Equipment  Manufacturers  □  Material  Suppliers 


Sessions  include 

□  The  Mobilization  of  Equity  and 
Commercial  Financing 

□  The  Mobilization  of  Official  (Agency) 
Financing 

□  Domestic  and  International  Power  and  Co- 
Generation  Projects 

□  Domestic  and  International  Oil  and  Gas 
Related  Projects 


□  Bridges  and  Tunnels 

D  Highways  and  Toll  Roads 

□  Resource  Recovery 

□  Public  Buildings  Including  Hospitals, 
Recreation  and  Other  Facilities  as  well  as 
key  business,  legal,  insurance,  construction 
and  environmental  issues. 


Presented  in  association  with 

Q  C.F.S.P.S.  World  Bank  □  Ailes  Communications, 
Inc.  □  Ansaldo  Energia  □  Asea  Brown  Boveri  D 
Bechtel  Group,  Inc.  □  Bradley,  Arant,  Rose  & 
White  D  Campenon  Bernard  D  CIGNA 
Corporation  □  Citibank  □  Crescent  Petroleum 
Company  International  □  GE  Capital  Corporation 
□  Hinckley,  Allen,  Snyder&  Comen  □  A.W. 
Hutchison  &  Assoc,  Inc.  □  Kumagai  Gumi  □ 
Pepper,  Hamilton  &  Scheetz  □  Peterson 
Consulting  Limited  Partnership  □  Thelen, 
Marrin,  Johnson  &  Bridges  D  Willis-Corroon 
&  Black  □  Xenel  Industries 


For  information  and  a  free  brochure: 
Mail:  CMC,  200  Connecticut  Avenue, 

Norwalk,  CT  06856-4990 
Fax:  203  857-4075 
Call:  203  852-0500 


Name 


Title 


Company 
City  


State 


Phone 


/Project" 
/  Financing 
&  Construction/ 
\in  the  1990 y 


Zip 


PFl 
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EDITED  BY  SUZANNE  L.  OLIVER 


Having  moved  his  Mathers  Fund  heavily  into  cash, 
Henry  Van  der  Eb  has  missed  out  on  this  year's  bull  market. 
Is  he  sorry?  No.  He  sees  trouble  ahead  and  would  rather 
be  out  too  soon  than  too  late. 

Voice  of  caution 


Henry  Van  der  Eb  took  on  a  30 -year 
home  mortgage  when  he  was  34  years 
old,  and  scraped  to  pay  it  off  in  less 
than  6  years.  "Debt  makes  me  un- 
comfortable," says  the  manager  of  the 
$495  million  Mathers  Fund.  Today 
the  onerous  debt  of  the  government, 
corporations  and  consumers  is  mak- 
ing Van  der  Eb,  46,  very  uncomfort- 
able. "The  1980s  were  the  decade  of 
debt.  The  1990s  will  most  likely  be 
characterized  by  its  painful  unwind- 
ing," he  wrote  last  year  to  Mathers 
Fund  shareholders.  What  about  the 


120-point  drop  in  the  Dow  on  Nov. 
15?  "Buying  the  dip,  as  people  did  in 
1987,  1989  and  1990,  may  not  be  a 
good  strategy,"  Van  der  Eb  warns. 

In  the  spring  of  1989  Van  der  Eb 
began  building  a  cash  hoard  that  to- 
day equals  88%  of  the  Mathers  Fund 
and  a  like  portion  of  the  separate 
accounts  Van  der  Eb  manages.  As  a 
result,  he  has  missed  the  recent  stock 
market  rally.  But  if  the  market  crashes 
within  the  next  few  years,  being  too 
early  will  be  a  price  worth  paying.  Van 
der  Eb  moved  into  cash  in  advance  of 


the  October  1987  crash;  the  62%  cash 
position  he  had  on  the  fateful  Oct.  19 
was  largely  built  up  that  summer. 
Mathers  Fund,  based  in  Bannock- 
burn,  111.,  gained  27%  in  1987,  while 
the  market  was  up  only  5%. 

Last  year,  when  the  s&r  500  lost  3% 
(after  reinvestment  of  dividends),  the 
Mathers  Fund  was  up  10%,  thanks  to 
its  cash  booty.  Since  Van  der  Eb 
began  managing  Mathers  Fund  in 
1975,  his  20%  average  annual  return 
has  outpaced  that  of  the  s&p  500  by 
four  percentage  points. 


Henry  Van  der  Eb 
of  Mathers  Fund 
What  happened 
to  his  fund  in  the 
Nov.  15  crash? 
It  went  up. 
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2*1.  was  Wed"into 


;a  dioxin.  Now 


Recently,  Insight  scooped  The  New  York 
Times  on  a  story  about  the  U.S.  government's 
overreaction  to  the  dioxin  scare. 

Ahead  of  the  curve. 


ON  THE  NEWS! 
Call  1-800-356-3588  to  start  a  full  year  of  Insight  for  just  $25.50. 


THE  FUNDS 


So  why  is  Van  der  Eb  sitting  on  the 
sidelines  now?  He  believes  the  current 
recession  may  last  another  two  years 
because,  for  one,  consumers  won't 
resume  buying  soon.  They're  over- 
leveraged.  Historically,  the  national 
savings  rate  has  been  between  6%  and 
9%  at  the  end  of  a  recession.  Today  it  is 
3.5%.  Consumers  are  squeezed  by  a 
drop  in  their  interest  income  and 
home  prices  on  one  side  and  rising 
taxes  on  the  other.  Corporations  like 
Allied -Signal,  Compaq,  AT&T  and 
Citicorp  are  laying  off  thousands  of 
workers,  and  people  are  frightened 
for  their  jobs.  "This  is  not  what  we 
should  see  in  a  recovery,"  Van  der  Eb 
says  dourly. 

The  government's  fiscal  and  mone- 
tary options  for  jump -starting  the 
economy  are  constrained  by  the  bud- 
get deficit,  and  the  result  could  be 
dire.  Predicts  Van  der  Eb,  "Govern- 
ment revenues  will  fall  short,  and 
Treasury  will  need  to  borrow  even 
more  to  bail  out  the  government,  the 
s&ls,  banks  and  insurance  companies. 
The  perception  of  the  credit  quality  of 
the  U.S.  government  will  fracture, 
and  the  dollar  will  collapse." 

So  why  is  the  stock  market  climb- 
ing? "The  stock  market  is  the  para- 
dox," Van  der  Eb  continues .  While  the 
earnings  of  the  companies  in  the  Dow 
Jones  industrial  average  have  dropped 
from  $192  to  $101  in  the  past  year, 
their  stock  prices  have  risen  15%.  The 
result  is  that  the  Dow  is  now  trading  at 
a  stratospheric  29  times  12 -month 
trailing  earnings.  Here  is  the  market, 
in  typical  fashion,  trying  to  antici- 
pate— reacting  not  to  current  earnings 
but  to  forecasts  of  the  future.  But 
could  the  anticipators  be  taking  their 
logic  a  little  too  far?  "The  stock  market 
has  already  discounted  two  years  of  a 
decent  recovery,"  says  Van  der  Eb. 

In  its  high  valuations  of  a  small 
group  of  popular  stocks,  today's  stock 
market  reminds  Van  der  Eb  of  the 
early  1970s,  when  the  so  called  Nifty 
Fifty  (incuding  Avon,  Polaroid  and 
Xerox)  traded  at  huge  multiples  of 
their  earnings  for  years,  then  col 
lapsed.  "People  think  that  a  good 
company  is  a  good  investment  at  any 
price.  But  it's  not  true,"  he  says.  "It  is 
the  Nifty  Fifty  all  oxer  again,  but  the 
players  are  wearing  different  jerseys. 
This  time  they  are  1  lome  Depot,  U.S. 
Surgical   and   Amgen."    Price/earn 


ings  multiples  for  these  three:  56,  71 
and  743,  respectively. 

Of  course,  some  investors  make 
money  in  this  sort  of  market.  For 
instance,  the  aggressive  growth  Alger 
Small  Capitalization  Fund  (see  story,  p. 
59)  is  up  64%  for  the  12  months 
through  October.  Mathers  Fund  is  up 
just  12%,  according  to  Lipper  Analyti- 
cal Services.  But  this  hasn't  made  Van 
der  Eb  restless.  "I  can't  buy  a  stock 
just  because  it's  going  up,"  he  says. 
"It  must  be  good  value." 

With  the  s&p  500  trading  at  2V6 
times  its  book  value,  the  only  real 
value  Van  der  Eb  finds  these  days  is  in 
gold  stocks.  He  owns  shares  in  four 
gold  mining  companies:  Battle 
Mountain  Gold,  Homestake  Mining, 
lac  Minerals  and  Placer  Dome.  "The 
risk  of  losing  money  in  these  stocks 
isn't  very  high,  while  the  possibility  of 
making  money  is  reasonable,"  says 
Van  der  Eb.  The  only  other  equity 
holdings  in  Mathers  Fund  are  Inter- 
national Technology  (hazardous 
waste  disposal)  and  Panhandle  East- 
ern (gas  transmission),  which  Van  der 
Eb  thinks  is  just  about  fully  valued  at 
its  recent  14%  per  share. 


Preparing  for  the  worst 

Fund 

Net 

'ortion 

assets 

n  cash 

Vanguard  Windsor 

$7,800 

21% 

Janus  Venture* 

1,206 

30 

Phoenix  Growth 

1,186 

27 

Sequoia  Fund* 

1,115 

36 

Templeton  Smaller  Co  Growth 

892 

22 

United  Vanguard 

875 

24 

Shearson  Lehman  Bros  Growth 

740 

23 

Zweig  Total  Return 

618 

22 

Finl  Strategic  Health  Sciences 

595 

22 

Capital  Income  Builder 

534 

20 

Brandywine  Fund 

528 

35 

Mathers  Fund 

478 

88 

IDS  Strategy— Aggressive  Equity    404 

20 

AIM  Equity-Charter 

378 

24 

IAI  Regional 

374 

28 

Zweig  Series  Trust  Strategy 

357 

22 

AMEV  Growth 

336 

24 

Franklin  Growth 

331 

26 

Assets  as  of  Sept.  30.    'Closed  to  new  investors. 
Source:  Mommgstar,  Inc. 


The  largest  mutual  funds 
whose  cash  positions  are  20% 
or  more  of  net  assets. 


Even  with  most  of  the  Mathers 
Fund's  assets  in  cash,  Van  der  Eb  isn't 
finding  any  extra  time  for  himself.  He 
reads  the  Value  Line  Investment  Sur- 
vey, a  2,000-page  quarterly,  cover  to 
cover;  among  the  1,700  stocks  are 
always  60  he  is  ready  to  buy  when  thev 
get  cheap  enough.  Van  der  Eb  often 
wakes  in  the  middle  of  the  night  and 
listens  to  foreign  stock  market  news 
on  the  portable  radio  that  hangs  on 
his  bedpost.  His  wife  has  grown  ac- 
customed to  it. 

In  November  of  1989  Van  der  Eb 
expected  a  drop  in  the  Japanese  stock 
market  and  paid  S2 5 0,000  for  Nikkei 
puts  for  the  employee  investment 
fund  of  Mathers  &  Co.  "We  made 
$1.9  million,"  boasts  Van  der  Eb, 
who  became  the  majority  owner  of 
the  firm  when  Thomas  Mathers  left 
last  year.  Currendy  the  Mathers  Fund 
is  short  $60  million  of  Standard  & 
Poor's  500  stock  index  futures;  it  has, 
meanwhile,  just  S60  million  invested 
in  stocks.  Net  effective  long  position: 
0%  invested. 

"I  get  the  feeling  money  managers 
are  buying  into  the  expensive  drug 
and  food  stocks  today  and  just  hold- 
ing their  noses,"  laments  Van  der  Eb. 

Something  doesn't  smell  right. 
Mathers  Fund  investors  agree.  They 
are  putting  $1  million  a  day  into  the 
fund.  "We  may  look  bad  this  year/' 
says  Van  der  Eb,  "but  that's  the  time 
to  buy  us." 

If  you  don't  want  to  pay  Van  der  Eb 
0.98%  a  year  in  fees  and  expenses  to 
run  what  is  in  effect  a  money  market 
fund,  you  can  create  a  cheap  imitation 
of  the  Mathers  Fund:  Put  a  little  of 
your  money  in  a  gold  fund  such  as 
freedom  Investment  Gold  &  Got 
ernment  and  the  rest  in  Treasury  bills. 
Be  prepared  to  switch  cjuicklv  into 
Mathers  as  soon  as  the  fund  report*  a 
sharp  decline  in  its  cash  balance 
However,  there  is  a  risk  that  von  will 
miss  some  of  the  rebound  if  it  comes 
quickly. 

The  table  lists  funds  with  large 
cash  positions.  One  of  the  best  ot 
these  in  long  term  performance,  the 
Sequoia  fund,  has  held  a  large  cash 
position  mk\  has  kept  its  doors  closed 
to  new  investors  since  1982.  It's  a 
good  bet  that  it"  Sequoia  evei 
opens,  it  will  be  when  pessimism  is 
rampant  .\n<\  the  market  is  abounding 
in  cheap  stocks  si   O      M 


.s.^S 


Forbes  ■  December  9,  l°°l 


fym 


igson 


nude 
r  Eb, 
rrof 
5  left 
Fund 
rd  & 
tins, 


igers 

Jrug 
41- 
Eb. 
ght. 
to 
the 

■i" 

ime 

•Eb 

as 


FORBES 

GIFT  SUBSCRIPTIONS 

For  the  executive  or  investor  who 
has  yet  to  find  a  business  magazine  that  can  be  valued 

and  enjoyed,  no  gift  could  be  more  welcome  than  a 
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HIGH    CAPITAL   SPENDING 


SPIRIT    OF    ENTERPRISE    IN    EASTERN    GERMANY 


■  Production  Sites 
•  Branches  in  Trading/ 
Transportation  /  Services 


Willi  sales  of  DM  55  billion,  wc 
Uh  largest  company  in  Ger- 
many. We  are  engaged  in  energy,  chemi- 
cals, oil.  trading,  and  transportation.  All 
of  these  divisions  are  already  I  elding 
strung  positions  in  Western  L 
are  now  seizing  the  opportunit) 
cipate  in  building  up  Eastern  Get 
The  chemicals  sector  is  strengthening 
strategic  relevant  areas  by  acquiring 
equity  interests.  In  a  consortiu 
man  and  Western  European  pari 
acquired  the  biggest  Easl  German 
nerv.  This  way,  we  arc  creating  a  firm 


base  on  which  VEBA's  own  network  oi 
fuels  and  heating  oil  distribution  can  be 
developed.  With  their  core  businesses. 
the  trading  companies  are  active  in  all  oi 
the  new  states.  The  transportation  sector 
provides  services  throughout  Eastern 
Germany.  Today,  some  I  5.000  VEBA 
employees  are  working  in  250  East  Ger- 
man locations. 
Until  1995,  we  are  planning  to  in\CM 

nM  7.7  billion,  i.e.  2591  oftheGroup's 

pita!  spending,  in  the  area  I 
tween  Ro    vk  and  Dresden. 
In  th,         all  of  1991,  Group  sales  and 


earnings  worldwide  were  above  the  pre- 
vious \ ear's  level.  For  the  entire  busi- 
ness year,  we  e  ur  results 
remain  satisfactory 
Copies  o\  the  Interim  Report  for  the 
first  half  of  Wl  and  further  inforr 
tion  nun  be  obtained  ' 
4000  Dusseldorf  50,  Gerrat 
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MONEY  a  INUESTMENTS 


ieware  tax-free  bonds  that  involve 
>ase  arrangements  of  municipal  facilities, 
"hey  aren't  full  faith  and  credit  obligations, 
md  many  of  them  aren't  rated  or  insured. 

(Dangerous 
bonds 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Here's  the  latest  trap  for  the  un- 
#wary  investor:  tax-free  municipal 
bonds  based  on  municipal  lease  obli- 
gations, otherwise  known  as  certifi- 
cates of  participation. 

Usually,  these  are  for  projects 
where  lease  payments  to  meet  bond 
debt  service  are  dependent  on  future 
legislative  appropriations. 

There  are  about  $50  billion  of  these 
bonds  outstanding.  In  the  higher- 
quality  sector  of  these  issues,  a  25- 
year  lease  obligation  would  yield  an 
average  6.8%,  or  about  10  basis  points 
above  comparable  tax-free  general 
obligation  issues. 

Sounds  kind  of  attractive.  The 
problem  is  these  issues  were  created 
largely  to  get  around  restrictions  on 
government  spending,  property  tax 
limits  or  voter  approval  requirements. 

Because  lease  payments  are  subject 
to  annual  appropriations,  more  than 
most  bond  issues  they  could  be  open 
to  political  meddjing. 

The  investment  risks  are  high.  It's 
imperative  for  investors  to  know  and 
understand  terms  of  the  agreements 
involving  the  particular  property,  the 
lease  and  what  kind  of  record  the 
municipality  that  is  using  the  facility 


has  in  paying  debt  service  on  previ- 
ously issued  bonds. 

Lease  obligation  issues  have  be- 
come more  popular  as  it's  become 
more  difficult  to  finance  capital  facili- 
ties in  the  usual  way  through  general 
obligation  bonds. 

When  voters  in  California  voted  in 
1978  to  limit  property  tax  increases  in 
the  state,  politicians  countered  with 
new  legislation  to  permit  them  to 
spend  on  projects  through  leasing 
arrangements  that  would  not  require 
the  usual  voter  approval. 

How  do  these  bonds  work?  In  a 
typical  lease  transaction,  long-term 
lease  revenue  bonds  are  issued  to  pay 
for  the  acquisition  or  construction  of 
a  building  or  the  leasing  of  equipment 
like  fire  engines.  The  debt  is  secured 
by  the  lease  that  calls  for  budgetary 
appropriations  to  fund  the  lease  pay- 
ments, which  are  used  to  pay  interest 
and  principal.  At  the  end  of  the  lease 
term,  the  investor  is  repaid  his  princi- 
pal, and  the  issuer  gets  the  building  or 
equipment. 

Cities,  counties  and  school  districts 
in  over  40  states,  particularly  in  Cali- 
fornia, New  York,  Florida  and  Colo- 
rado have  all  turned  increasingly  to 
this  kind  of  financing  to  fund  capital 
projects.  But  there  have  been  de- 
faults, and  credit  analysts  at  Standard 
&  Poor's  are  concerned  that  there 
may  be  more. 

Why?  Local  administrations,  which 
are  faced  with  increasingly  tight  bud- 
gets, have  more  discretion  to  curtail 
lease  payments  than  they  do  interest 
payments  on  traditionally  funded 
debt  projects.  These  lease  obligations, 
in  fact,  are  hot  considered  debt  at  all, 
but  rather  a  form  of  off-balance-sheet 
financing. 


And  don't  think  that  you're  any 
safer  investing  in  a  lease  obligation  for 
an  "essential"  facility  like  a  school  or 
jail.  Interest  and  principal  of  Califor- 
nia's Richmond  Unified  School  Dis- 
trict $9.8  million,  7.8%  lease  obliga- 
tions have  been  in  default  since  Au- 
gust even  though  the  school  district 
itself  emerged  from  bankruptcy  in 
October. 

Lease  obligations  in  California  are 
particularly  vulnerable  because  the 
state's  economy  is  in  a  deeper  reces- 
sion than  the  rest  of  the  country. 

Two  years  ago  Brevard  County, 
Florida  sold  $23.9  million  of  7%,  25- 
year,  triple -A  rated  lease  obligations 
to  build  and  finance  the  lease-pur- 
chase of  a  new  county  administration 
building.  Local  taxpayers,  who  must 
foot  the  bill  but  weren't  able  to  vote 
on  the  issue  to  begin  with,  recently 
pressured  local  authorities  to  call  a 
referendum  on  whether  to  continue 
the  lease  payments. 

Voters  charged,  among  other 
things,  that  the  construction  quality 
was  poor  and  the  building's  location 
wasn't  convenient. 

But  the  county  authorities — pres- 
sured by  rating  agencies,  municipal 
insurers  and  investors — said  it  was  too 
late  for  the  citizens  to  have  a  voice  in 
the  matter.  Investors,  in  any  event, 
would  not  have  suffered,  because  the 
issue  carries  insurance  by  the  Munici- 
pal Bond  Insurers  Association. 

Sometimes  even  the  politicians 
who  set  up  the  lease  arrangements 
have  second  thoughts.  Earlier  this 
year  in  Florence  County,  S.C.,  the 
legislative  board  debated  not  continu- 
ing debt  service  on  a  $42.5  million, 
7.60%,  24-year  Law  Enforcement 
Project  issue  brought  to  market  only  a 
year  ago.  The  project's  size  was  ques- 
tioned by  the  very  politicians  who  had 
ordered  it  designed  and  funded. 

On  a  smaller  scale,  Klamath  Falls, 
Ore.  allowed  an  unrated  $110,000 
lease-secured  certificate  to  go  into  de- 
fault earlier  this  year.  Why?  The  city 
simply  decided  to  stop  making  lease 
payments. 

In  addition,  only  a  third  of  these 
bond  issues  are  insured  for  interest  and 
principal  payments  in  the  event  of 
default.  All  the  more  reason  to  beware. 
The  incremental  yield  on  these  issues 
simply  isn't  worth  the  risk.  We  say,  stay 
away.  Period.  Hi 
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MONEY  &  INVESTMENTS 


A  sure  way  to  lose  money  is  to  believe  earnings 

forecasts,  but  there's  a  way  to  turn 

the  analysts'  notorious  inaccuracy  to  your  advantage. 

Flawed  forecasts 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


"Sell  Apple,  Merrill  lowered  its  esti- 
mate." Or,  "Buy  casualty  stocks, 
Goldman  has  hiked  its  forecasts." 

Thus  even  small  estimate  cuts  by 
brokerage  research  departments  can 
drop  a  stock  sharply  or,  if  earnings  are 
hiked,  send  it  skyward.  Investors, 
from  megabuck  managers  to  average 
Joes,  often  act  quickly  on  such  news, 
which  is  flashed  immediately  by  the 
wire  services.  Near-term  earnings  esti- 
mates are  the  major  trigger  on  invest- 
ment decisions  today. 

This  is  particularly  ironic,  since  the 
forecasts  are  notoriously  inaccurate. 
Buying  or  selling  stocks  on  the  basis  of 
these  estimates  is  an  almost  guaran- 
teed way  to  lose  money. 

Look  at  the  table.  In  collaboration 
with  Professor  Michael  Berry  of 
fames  Madison  University,  I  exam- 
ined analysts'  estimates  from  1973 
to  1990  on  a  quarterly  basis.  Esti- 
mates of  earnings  for  the  quarter 
were  always  made  in  the  prior  three 
months,  the  last  revisions  only  two 
weeks  before  the  end  i.wtcr. 

To    avoid    outriders,    w< 
companies  that   had  a  minimun 
six  estimates  by  analysts  from  difl 
cut  brokerage  firms.   The  numbei 
individual  estimates  went  as  high  as 
30,   40   or   more    for   some   of  the 
largest     or    most     widely     followed 
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stocks.  On  average  there  were  about 
800  NYSE  or  Amex  companies  in  the 
sample  in  each  quarter. 

The  results  of  this  study,  which  to 
my  knowledge  is  the  most  compre- 
hensive to  date,  are  startling:  Ana- 
lysts' estimates  have  been  sharply  and 
consistently  off  the  mark,  even 
though  they  were  made  less  than 
three  months  before  earnings  were 
actually  reported.  The  average  error 
over  the  term  of  the  study  was  40% 
annually.  And  this  was  no  small  sam- 
ple: It  included  almost  60,000  esti- 
mates by  groups  of  analysts. 

In  spite  of  the  information  revolu- 
tion, estimates  have  gotten  far  worse, 
not  better.  In  the  past  six  years  the 
average  error  was  an  astounding  52%, 
and  in  the  past  two  years,  57%  and 
65%,  respectively.  Since  an  estimate 
change  of  10%  or  less  can  result  in 
major  stock  price  movements,  what 
did  a  miss  of  57%  in  1989  or  65%  in 


Forecast  error  as  a  percent 
of  reported  earnings 


Year 

Year 

1990 

65% 

1981 

40% 

1989 

57 

1980 

35 

1988 

42 

1979 

27 

1987 

45 

1978 

25 

1986 

52 

1977 

27 

1985 

52 

1976 

29 

1984 

43 

1975 

41 

1983 

45 

1974 

32 

1982 

48 

1973 

31 

Source:  Dreman  Value  Management,  L.P. 

There  were  1,221  NYSE  and 
Amex  companies.  We  included 
positive  and  negative 
earnings  surprises.  There 
were  estimates  from  six 
or  more  analysts  for 
each  company  in  every 
quarter  between  1973  and  1990. 


1990  do?  The  answer  is,  created  hav- 
oc in  numerous  industry  groups. 
Worse  yet,  since  most  analysts  fore- 
cast earnings  at  least  a  year  or  further 
ahead,  it's  more  than  likely  that  these 
latter  misses  were  far  wider. 

The  bottom  line,  as  I  have  noted 
frequently  in  this  column,  is  that  it  is 
dangerous,  if  not  suicidal,  to  attempt 
to  live  by  fine-tuned  earnings  fore- 
casts in  a  competitive,  dynamic  and 
constantly  changing  environment. 
The  collapse  of  the  bank  and  financial 
stocks  last  year,  or  of  many  technol- 
ogy and  hospital  management  com- 
panies in  1991,  are  the  latest  confir- 
mation of  what  happens  when  inves- 
tors depend  on  estimates  that  prove  to 
be  wildly  inaccurate. 

There  is  a  big  edge  here  for  the 
astute  investor.  Let  me  explain.  Al- 
though forecasts  have  proved  enor- 
mously inaccurate  for  stocks  in  vogue, 
they  have  been  just  as  wrong  for  those 
out  of  favor.  Estimates  of  popular 
stocks  often  prove  too  high,  and,  just 
as  frequently,  too  low  for  companies 
in  the  doghouse. 

What  this  means  is  simply  this: 
Earnings  expectations  get  capitalized 
in  a  stock's  price.  Where  expectations 
are  favorable,  the  stock  probably 
commands  a  high  price/earnings 
ratio;  where  expectations  are  low,  the 
converse.  Since  the  favorable  and 
unfavorable  predictions  are  both 
probably  wrong,  the  low  p/e  stocks 
are  quite  possibly  underpriced — and 
vice  versa. 

Hence  my  low  r  E  strategy. 

So,  chuck  those  earnings  predic- 
tions and  concentrate  on  companies 
that  are  out  of  favor,  but  are  not  d- 
or  cats.  Stocks  with  good  earnings  and 
dividend  records  and  strong  finances 
that,  for  one  reason  or  another,  have 
been  blasted  by  The  Street.   If  the 
estimates    prove    inaccurate — m\    al 
most   sure   bet  from  the  record  W* 
reviewed— many  of  the  bettercompa 
nies  will  bounce  back  sharp!) . 

In  spue  of  No*  I5's  minicrash. 
some  Stocks  that  still  tit  this  categorv 

H.F.  Ahmanson  (15)  has  a  P  I  of  1 0 
mu\  yields  5.7%.  Club  Meat,  Inc.  [2 
trades  at  a  P  i  ot  1  1,  yielding  1.2%. 
( 'immunity  Psychiatric  (13)  is  priced 
al  a  P  i  of  8  m\^\  yields  2.8%.  Gi 
fi»Mf<Ai(23)hasaP  i  ofl2andyields 
2.K)  it  Western  Fimmndmi (] 

trades  at  a  P  t  ot"S,  vicldir  aal 
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AN  OPPORTUNITY  TO  GIVE  YOUR 
FAMILY  SOMETHING  PRICELESS 


A, 


Jl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres.  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1%  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 


'Price  subject  to  change  without  notice 


Forbes  Lake  of  the  Ozarks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address 


City/State/Zip 


Telephone 


or  phone  816/438-2801 


10E5 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing 
Opportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
Cristo  Ranches.  NYA88-178  • 
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MONEY  &  INVESTMENTS 


Harry  Browne  doesn't  trust  economic  forecasts. 

So  why  is  he  bearish?  Because  he  thinks  there  are  just 

too  many  things  right  now  that  could  go  badly  wrong. 

Wear  a  belt 
suspenders,  too 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


A  few  years  back  Harry  Browne  pub- 
lished a  book  forecasting  a  serious 
economic  crisis  (The  Economic  Time 
Bomb,  St.  Martin's  Press).  Three  years 
later  Browne's  nightmares  have  not 
materialized.  At  least  not  yet. 

But  here's  a  curious  thing:  If 
Browne's  musings  have  turned  out  to 
be  a  poor  guide  to  the  economy's 
short-term  prospects,  he  hasn't  been 
such  a  bad  investment  adviser.  His 
Harry  Browne's  Special  Reports'  in- 
vestment performance  has  been  good 
over  the  ten  years  I  have  been  tracking 
it  in  the  Hulbert  Financial  Digest. 

This  year  has  been  the  best  of  any 
ot  those  ten,  for  example:  Though  he 
has  slightly  undcrperformed  a  very 
strong  stock  market,  that's  not  bad 
considering  thai  Browne  takes  a  very 
cautious  stance  in  his  model  portfo 
lio,  focusing  on  the  bond  ious 

metals  ami  currency  markets,  !di- 
tion  to  stocks. 

Browne  believes  that  three  current 
economic  problems  could  worsen  at 
any  time  and  send  the  economy  into  a 
tailspin:  The  federal  deficit,  an  insol 
vent  banking  system  and  erratic  Fed 
era!  Reserve  monetary  policy.  While 


any  one  of  these  three  would  be  rea- 
son enough  to  worry,  Browne  is  par- 
ticularly concerned  about  the  interac- 
tion among  them.  Any  attempt  to 
resolve  any  one  of  these  three, 
Browne  argues,  would  only  exacer- 
bate the  other  two. 

As  he  put  it  recently,  to  be  bullish 
on  stocks  now  is  to  bet  "that  the 
skyrocketing  federal  debt  doesn't 
send  interest  rates  soaring,  the  wors- 
ening bank  crisis  doesn't  take  the 
economy  down  with  it,  the  Fed 
doesn't  panic  and  push  the  monetary 
accelerator  to  the  floor  and  the  politi- 
cians don't  load  more  new  taxes  on  us 
now  that  the  last  tax  increase  has 
clearly  worsened  the  deficit."  That's 
not  a  bet  Browne  believes  a  prudent 
investor  should  take,  especially  in 
light  of  scary  one-day  drops  like  Nov. 
15's  120-point  decline. 

Browne  is  not  your  typical  low-rent 
doom-and-gloomer,  however.  His 
worldview  is  heavily  influenced  by  the 
Austrian  school  of  economics,  which 
holds  that  detailed  economic  fore- 
casts are  impossible.  As  a  result, 
Browne's  investment  approach  is  any 
thing  but  doctrinaire.  Though  he 
made  his  reputation  in  the  1970s  by 
recommending  gold,  he  was  one  of 
the  first  in  the  hard -money  world  to 
entertain  the  possibility  that  the 
1980s  might  be  the  decade  of  equities 
rather  than  of  hard  assets.  In  fact,  he 
sold  his  precious  metals  positions 
within  one  month  of  what  turned  out 
to  be  their  alltime  high. 

Since  he  has  little  faith  in  economic 
forecasts  as  such,  Browne  ictuses  to 
bet  his  portfolio  all  or  nothing  on  any 
one  investment  forecast  including 
the  scary  one  outlined  in  his  book. 
Even  his  speculative  model  portfolio 
is  oik   .-('the  least  nsk\  of  am  that  I 


track  in  the  Hulbert  Financial  Digest. 
Though  Browne,  therefore,  doesn't 
hit  many  home  runs,  he  often  gets  on 
base.  His  letter  consistently  has 
ranked  above  average  over  the  longer 
term,  especially  when  its  performance 
is  adjusted  for  his  below-average  risk. 

Contrast  Browne's  w orldview  with 
that  of  Shearson's  Elaine  Garzarelli. 
She  has  really  caught  the  public's 
imagination:  At  a  recent  string  of 
seminars  I  gave  on  the  West  Coast,  I 
was  asked  repeatedly  about  her 
much-publicized  forecast  of  at  least  a 
25%  increase  in  stocks  over  the  next 
6  to  12  months,  with  "very  little 
chance"  of  more  than  a  4%  to  7% 
correction.  Browne  thinks  such  fore- 
casts are  dangerous,  and  he  encour- 
ages his  clients  to  mistrust  them.  In 
no  event,  he  argues,  should  investors 
bet  a  large  part  of  their  assets  all  or 
nothing  on  one  or  another  of  them 
coming  to  pass. 

It  might  be,  says  Brow  ne,  that  none 
of  his  three  problems  will  cause  a 
crisis — "but  that's  presupposing  a 
lot."  Especially  so  with  the  Federal 
Reserve  obviously  under  increasing 
political  pressure  to  get  the  economy 
moving,  with  a  federal  deficit  balloon- 
ing out  of  control  and  with  a  semi- 
insolvent  banking  system. 

The  bottom  line:  Browne  ach 
that  investors  speculate  with  only  a 
small  portion  of  their  investable 
sets  (a  portion   they  can  afford   to 
lose)  and  place  the  buik  of  tin 
assets  in  what  he  calls  a  "permanent 
portfolio."  If  you  feel  that  you  must 
bet  all  or  nothing  on   a   particular 
forecast   coming   true,   do    so    with 
your  speculative  portfolio.    In  con 
trast,     your     permanent      portfolio 
ought  to  be  split  among  several  dif- 
ferent       asset        classes — including 
bonds,  precious  metals,  cash  and  di- 
versified equity  mutual  funds 

In  that  way,  at  least  some  pan  o\ 
your  investment  should  be  able  to 
make  money,  regardless  ot  whether 
we    have    hyperinflation  ng 

precious  metals),  a  deflationary  col 
lapse  ( bonds  and  cash),  or  the  econo 
my  is  able  to  dodge  the  bullet  ODOC 
more  M\d  good  Mock  market'  times 
are  here  again.  It'  this  sounds  like 
advising  people  to  wear  both  a  belt 
and  suspenders,  so  be  it,  Browne 
thinks  this  is  no  time  tor  taking  big 
chances     tor  a  w  lule.  H 
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MONEY  &  INUESTMENTS 


Peddling  their  old  redistributionist 
schemes  in  the  guise  of  relief  for  the  middle 
class  will  backfire  on  the  politicians. 

McGoveraism 


recycled 


Alan  Reynolds  is  the  director  of 

economic  research  for  the  Hudson  Institute  of 

Indianapolis,  Ind. 


The  revived  debate  over  tax  policy 
began  with  a  few  of  the  younger 
members  of  Congress  actually  look- 
ing for  ways  to  improve  the  economy, 
by  reducing  tax  barriers  to  productive 
effort  and  investment.  However,  it 
soon  degenerated  into  schemes  for 
bribing  voters. 

The  chairman  of  the  House  Ways  & 
Means  Committee,  Congressman 
Dan  Rostenkowski  (D— 111.),  thus 
offers  a  trivial  and  temporary  tax  break 
to  the  masses  in  exchange  for  a  huge 
and  permanent  tax  increase  on  older 
professionals  and  managers  who 
don't  vote  correctly. 

This  kind  of  tax  break  may  win  a  few 
votes,  but  it  docs  less  than  nothing  to 
encourage  productive  investment  and 
productive  effort.  The  one-time  tax 
break  is  a  Subsidy  to  those  who  don't 
pay  taxes,  and  it  is  to  be  paid  for  by 
higher  tax  rates  on  the  fruitful,  who 
already  pay  over  two  thirds  of  all  in 
come  taxes.  This  is  said  to  benefit  the 
economy  by  "stimulating  consumer 
demand."  Reducing  Smith's  taxes  at 

the  expense  of  lones  does  not   im 

prove  overall  buying  power. 

Thus  the   new  rallying  cry     "tax 
relief  for  the  middle  class"     IS  just  a 


smokescreen  for  a  bit  more  income 
redistribution  that  does  nothing  for 
the  overall  economy.  Senator  Bent- 
sen's  (D-Tex.)  little  tax  credit,  for 
example,  is  not  based  on  income  at  all, 
but  on  the  number  of  children  under 
18.  (Those  middle -income  taxpayers 
who  have  older  kids  in  college  are  out 
of  luck.)  This  is  a  rather  cynical  effort 
to  woo  young  people  back  into  the 
Democratic  camp. 

However,  those  like  Bentsen  and 
Rostenkowski  who  are  playing  poli- 
tics with  the  economy  are  not  even 
counting  noses  correctly.  Only  one- 
third  of  all  households  have  children 
under  age  18.  On  the  other  hand, 
more  than  half  of  all  households  are 
headed  by  someone  older  than  45, 
who  gets  no  relief  at  all  under  these 
proposals.  The  rapidly  growing  num- 
bers of  middle-aged  and  retired  peo- 
ple form  an  expanding  constituency 
for  a  more  reasonable  tax  on  capital 
gains.  Yet,  not  only  Democrats  but 
several  easily  intimidated  "me,  too" 
Republicans  are  eager  to  surrender 
the  capital  gains  issue  in  favor  of  a  tax 
break  for  individuals  who  buy  the 
stock  of  small  companies. 

It  won't  work.  Shares  that  qualified 
for  this  tax  break  would  still  race  a 
brutal  28%  capital  gains  tax  when 
resold,  and  capital  gains  are  the  only 
motive  for  buying  stocks  of  firms  too 
new  to  pay  dividends. 

Since  the  w  hole  rationale  is  to  pre 
v«  nt  anyone  from  becoming  too  pros 
mis,  the  tax  relief  would  undoubl 
edl\  be  limited  in  ways  that  make  it 
use  to   successful   investors.   The 

succ.  sfi  I  investors,  the  people  with 
the  me.  to  invest,  would  continue 
to  be  .  ked  into  existing  holdings. 
Those  investing  in  the  tax  break 
would  shun  companies  that  grew  too 


large  to  qualify,  as  well  as  most  real 
estate  investments,  thus  misallocating 
capital.  Only  the  tax  shelter  business 
would  benefit  from  this  proposal. 

The  sad  fact  is  that  many  older 
congressional  veterans  are  uncom- 
fortable with  economic  growth,  be- 
cause growth  inevitably  causes  more 
and  more  people  to  become  prosper- 
ous— as  happened  in  the  Reagan 
years.  (The  percentage  of  families 
earning  more  than  $50,000  in  con- 
stant 1989  dollars  thus  rose  from 
21.9%  to  29%  from  1980  to  1989.) 
These  old  pols  are  right  to  worn 
about  prosperity,  because  as  more 
people  gain  higher  incomes  and 
wealth,  they  invariably  vote  against 
the  redistributionist  schemes  that 
have  given  so  many  federal  politicians 
life  tenure.  Such  permanent  incum- 
bents have  a  vested  interest  in  policies 
that  keep  people  in  the  middle  class, 
or  lower. 

This  is  the  real  meaning  behind  all 
the  silliness  about  the  1980s  haxing 
been  a  unique  "era  of  greed."  Greed 
is  a  constant,  not  a  variable.  People 
always  want  more  rather  than  less. 
What  made  the  1980s  so  frightening 
to  redistributionists  is  that  more  and 
more  U.S.  couples  began  earning  fair- 
ly comfortable  incomes  at  a  fairly  early 
age,  which  made  them  natural  allies  in 
the  tax  revolt. 

Ridiculing  stereotype  "yuppies" 
for  working  too  hard  (and  voting 
incorrectly)  has  now  become  the  po- 
litically correct  form  of  bigotry.  So  we 
have  "luxury"  taxes,  which  lose  mon- 
ey for  the  Treasury  by  shutting  down 
the  affected  industries.  Tor  lou2  the 
goal  of  redistributionist  tax  polie\  is 
more  ambitious — namely,  to  shut 
down  any  economic  activity  that 
yields  a  substantial  income. 

Virtually    all    Americans    describe 
themselves  as  "middle  class.*1   But 
that  doesn't  mean  they  are  satisfied  to 
Stay  there.    Most   educated  working 
couples  start  in  the  lowest  fifth  of  the 
income  distribution  and  gradualh 
through  the  ranks.  Those  mm  in  their 
40s  and  50s  did  not  vote  for  McGdl 
ernite     schemes     while     they     were 
young,  because  they  did  not  want  to 
make  it  any  harder  than  neccssaf)  to 
get  ahead  in  later  years,  Those  now  in 
then  20s  and  30s  will  not  vote  fortius 
season's  version  ol  recycled  McGcm 
ernism  tor  the  same  reason.  H 
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THE  NEW  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life,  in 
both  its  one-  and  expanded  two- 
volume  forms,  has  for  a  number  of 
'  years  now  been  appreciated  by  a 
growing  number  of  devotees  for  its 
pearls  of  wisdom  that  span  the 
centuries  from  ancient  times  to  mod- 
ern day. 

Forbes  is  proud  to  announce 
that  yet  another  volume  has  been 
added  to  this  collection  of  timeless 
quotes.  The  three-volume  set,  print- 
ed on  fine  quality  stock,  bound  in 
blue  cloth  and  housed  in  a  hand- 
some matching  slipcase,  is  the 
quintessential  bedside  companion 
with  over  10,000  meticulously 
culled  quotes  of  many  of  the  world's 
greatest  authors. 


The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on  your 
list.  It  is  a  pleasure  to  read,  wheth- 
er you  choose  to  sample  a  random 
few  inspirational  thoughts  at  a  time 
or  to  pursue  a  more  charted 
course  with  the  aid  of  both  subject 
and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
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for  a  lifetime.  The  cost  including 
slipcase  and  shipping  is  $49.50.  To 
receive  your  edition  or  send  it  as  a 
gift,  simply  fill  out  and  return  the  cou- 
pon below.  The  company  of  the 
greatest  writers  and  thinkers  awaits. 
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FINANCIAL  STRATEGY 


MONEY'*  INVESTMENTS 


What's  ahead  for  the  economy?  Forget  the  comfortable 
official  figures  and  think  about  the  Nov.  15  market  break. 

The  misleading 
indicators 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes  Insight, 

a  monthly  newsletter  covering  the  business 

outlook  and  investment  strategy. 


In  Washington,  they  panicked. 
Thornburgh  was  creamed,  and  the 
second  leg  of  the  recession  is  showing 
its  ugly  foot.  So  Congress  and  the 
Administration  are  stumbling  all  over 
each  other  to  propose  tax  cuts.  All 
incumbents  know  they  are  in  trouble 
if  the  economy  is  weak  on  Election 
Day.  If  they  weren't  already  aware, 
the  Nov.  1 5  market  break  should  have 
alerted  them  that  plenty  is  wrong. 

The  economy's  relapse  is  a  shock  to 
those  who  watched  the  official  lead- 
ing indicators  index  rise  every  month 
from  January  through  July,  signaling 
a  comforting  recovery.  What's  wrong 
with  this  index,  which  correctly  fore- 
told every  postwar  recovery  and  reces- 
sion, and  avoided  false  starts  as  well? 

It\  dominated  by  manufacturing, 
which  was  strong  in  the  spring  ,\\n\ 
Slimmer,  when  inventory  liquidation 
was  ending.  Bui  that's  over.  \nd 
recession  has  resumed  because  li. 
huge  debt  piled  up  in  the  last  two 
decades  rem.; in  |fs  a  balance  sheet 
recession,  the  lust  since  the  1930s 
but  the  leading  indicators  index  con 

tains  no  debt  rel  Lted  scries. 

The  credit  crunch  is  clearly  debt 


related,  since  sour  loans  have  scared 
lenders,  bank  examiners  and  credit- 
worthy borrowers.  Overbuilt  com- 
mercial construction,  financed  by 
heavy  borrowing,  continues  to  slide, 
despite  falling  interest  rates.  Oversize 
consumer  debts  are  depressing  confi- 
dence and  spending.  Debts  and  defi- 
cits have  prevented  federal  pump- 
priming,  at  least  until  now,  and  state 
and  local  governments  are  contract- 
ing to  rein  in  their  deficits. 

The  big  layoffs  in  service  industries, 
extraordinary  for  a  recession,  are  in 
part  forced  by  debt  problems.  Bad 
loans  are  pushing  lenders  to  slash  staff 
to  reduce  costs  and  rebuild  capital. 
Amazingly,  only  one  leading  indica- 
tor, initial  unemployment  claims,  is 
even  remotely  related  to  the  service 
sector,  where  77%  of  us  work.  But 
manufacturing,  which  employs  just 
17%,  claims  6  of  11  index  compo- 
nents. Small  wonder,  when  we  split 
the  index  into  manufacturing  and 
other  components,  the  former  ac- 
counts for  all  of  the  rise  in  the  index 
since  spring,  when  the  latter  flattened. 

As  the  second  recessionary  dip  be- 
gins, the  leading  indicator  index  will 
flunk  because  it  doesn't  reflect  weak 
services  or  disastrous  balance  sheets. 
But  not  to  worn-.  The  statistical  w  i/ 


ards  in  Washington  will  simply 
change  the  index's  components  to 
correct  it — retroactively — as  they  al- 
ways do.  That's  fine  for  historians,  but 
about  as  handy  as  a  pocket  in  your 
underwear  for  forecasters. 

Look  at  the  chart.  The  revised  in- 
dex peaked  in  January  1973,  well 
ahead  of  the  November  top  in  the 
economv,  and  bottomed  in  Decem- 
ber 1974,  before  the  March  1975 
business  trough.  But  the  preliminary- 
index,  the  one  released  at  the  time, 
didn't  top  out  until  August  1974,  21 
months  into  the  recession,  and  turned 
up  3  months  after  the  trough.  The 
problem?  Most  components  were  not 
inflation -adjusted  and,  with  high  in- 
flation, failed  to  turn  down  as  the  real 
economy  collapsed.  Each  time,  some- 
thing different  goes  wrong — inflation 
then,  excessive  manufacturing  em- 
phasis now.  So  ex-post  changes  in  the 
index's  components  correct  the  past, 
but  not  the  future. 

Furthermore,  normal  data  revi- 
sions after  the  index's  initial  releases 
are  often  huge.  Even  if  not,  it's  hard  to 
know  whether  a  few  months'  change 
in  direction  is  a  zag  or  a  turning  point. 
Bottom  line,  researchers  found  that 
the  average  revision  error  is  about 
three-fourths  of  the  month-to-month 
change  in  the  revised  index.  Wow! 
And  the  preliminary  index  does  a 
worse  job  of  predicting  industrial  pro- 
duction than  the  momentum  of  in- 
dustrial production  itself. 

So  forget  the  leading  indicators 
Look    around    instead.    Notice    the 
spending  slump  for  cars,  appbaix 
houses;    job    cuts;    scared    bank. 
empty  shopping  center  parking  !■ 
vacant  restaurants.  When  eyeball  indi- 
cators look  negative,  bet  on 
sion — mk\  m,\n.\^c  your  business  .\nd 
investment  affairs  accordingly.       ■§ 


The  1973-75 
recession  was 
worse  than 
thought  at  the 
time.  The  same  is 
true  today. 


Leading  economic  indicators  index 


Recess 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


#1  IN  PROFITS,  with  a  581.5%  total 
return,  for  the  whole  11  years  through 
6/91  among  all  advisory  services 
tracked  by  Hulbert. 
(Past  results  do  not 
guarantee  future 
results.)  Call  today  for 
bonus  Performance 
Ratings  and  gift  book 
with  your  Zweig  Fore- 
cast trial.  Time  is 

crucial  EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 
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STOCK 

RECOMMENDATIONS 

ON  CASSETTE! 


No  time  to  read 
stock  reports? 
We  will  supply 
you  with  our 
stock  recommen-C 
dations  on  cassette,  so  you 
can  listen  while  driving  or 
whenever  you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,1)00. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York,  NY  10022 


INVESTMENT  BOOKS 


What  you  don't  know  about 
could  fill  a  book... 


The  1992Supertrader  s  Almanac 


by  Prmnk  A.  Taucher 

Free  brochure        800-878-7442 


IMMEDIATE 
CASH 

FOR YOUR 

SLOW  PAYING 

ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 

417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


BUSINESS  OPPORTUNITIES 


THE  LAST  FRONTIER  IN 
"BEER  DISTRIBUTORSHIPS' 


In  Japan:  On  sidewalks 

everywhere  machines  offer 

cigarettes,  soft  drinks,  and  beer 

New  technology  n6w  makes 

beer  vending  legal  in  the  U.S. 

Investments  from  $15k  to 

$1  million  Must  qualify. 

Call  7  days  (800)  9334677. 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft. 
Boat  &  Shelf  Corporations. 
tXimurv     CakVWtitefor  FREE  KIT: 
r^RviNfrV  P.O.  Box  484-FB 

I  \     7  Wilmington.  OE  19899 

L-fl    /'',/  erXKCI-CORP- 302-652-6532 





Receive  V* 
for  only 


Line 
55 


An  introductory  subscription  to  The  Value  Line  \ 

Investment  Survey  brings  you  the  2000-page  Investors  Reference  \  I 
Service— Value  Line's  most  recent  Ratings  and  Reports  on  1700    " 
stocks.  You  will  also  receive  analyses  ofabout  130  stocks  each 
week  for  10  weeks  for^$6£  $55.  Available  only  once  every  two  vears 
to  any  household.  SPECIAL  BONUS:  With  your  subscription'you     «| 

will  also  receive  the  J.K.  Lasser's  "Your  Income  Tax  1992  " 

(Retail  price  $14.00)  covering  •  Year  Round  Financial  Planning  • 

Free  Tax  Update  Supplement  •  24  hours  Tax  Update  Hotline  • 

Income  Tax  Forms  and  Worksheets... (available  while  supplies  last) 

Your  subscription  to  Value  Line  may  be  tax-deductible.  Consult 

your  tax  advisor.  Send  check  or  money  order  along  with  name 

address  and  zip  code  together  with  this  ad  or 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  316H09)  American  Express.  MasterCard  or     y 
Visa.  24  hours  a  day.  7  days  a  week.  30  day  Money-Back      / 
Guarantee.  Allow  4  weeks  for  delivery.  NY  residents  add    / 
sales  tax.  Foreign  rates  upon  request 

.The  Value  Line  Investment  Survey*, 

71 1  3rd  Avenue  NY.  NY 
10017-4064 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa   Alabama  36403 
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BUSINESS  OPPORTUNITIES 


EDUCATIONAL  SERVICES 


The  Compact  Payphone  Specialists 
Japan's  leading  payphone  is  making 
giant  strides  in  the  i  s  Owaet 
operators  arc  enjoying  Big  Profits  in 
companj  established  locations  Com- 
plete turnkey  operation  Minimum 
investment  $22,500.  Interest  free 
financing  for  expansion 

CstHl  M0  »9>  1W3 
I.T.C.  LTD. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 


for  Wot  I*  *M  111— 1 


Kiwi  

Pai-ifn  Western  I  niversit^ 
i  s  -mi  r  in  ft*  om  'ss  ia  *v 
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s  over  one  billion  s  |  ^  pREE  C0LLEGE  TAPE 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Minuticluring  to  Small  Retail  Shops 

No  BroKerage  Fms 

'    Bu> .  ■  Sill 
^  SALE 

GREAT  WESTERN  BUSINESS  SERVICES  INC 


NATIONWIDE 


•  EXTERNAL  DEGREES  • 


TOLL  FRII  2*  hra.  (100)  TSt-OOOS 


FORBES  MARKET 


FRANCHISING 


ranchise 

our  business! 


or  the  expert  help  you  need 

to  become  a  franchisor, 
all  the  franchise  specialists. 

Frcincorp 

New  York  Chicago         Los  Angeles 

7V  Path  Avenue  20200  Gowmiwi  Onve      6033  W   Century  Blvt) 

It w  York    NY  tOOU     Olympu  Fields   II  60461    Lot  Anqelet   C A  90045 

(212)  922-3600    (708)  481-2900     (213)  338-0600 

1-800-877-1103 


DO-IT-YOURSELF 
FRANCHISE  KIT 


j  Just  released,  the  only  low- 
cost  easy  way  to  Franchise 
/our  business.  Free  info  call! 
1-800-444-4199 


tract 

H700 
each 

B- 

roe  • 
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BUSINESS  SERVICES 


RESEARCH  REPORTS 

W.278  academic  topics  available! 

Send  $2.00  for  the  272-page  catalog. 

Custom-written  reports  also  available. 

RESEARCH  ASSISTANCE 

11322  Idaho  Ave,  #206FM, 

Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California:  213-477-8226) 


FURNITURE 


!r 


Shut  (I  far  ( success 

with  our  maxmfuant    Ergonomic 
Stand-LJp  Desks 

■Think  better  "Work  better 

•  Feel  fitter   'Makes  a  great  gift! 

It  worked  fur  (  HurchUt,  Hemingway, 
Frankfurttr,  Jtfftnon  and  many  oiktn 

Fur  ijulnp 

Interttior      706-34&-1270 

18t7l*ochSt  Broodv*«wiL  60153 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
l%7!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 
One  Main  Street*  * 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


VOICE  MAIL 


Sound  like  A  MILLION  BUCKS! 


YOUR 
MESSAGE 
THRU! 


GOLF  VACATIONS 


VOICE  MAIL 
*T      CALL  PROCESSING 

Let  Voice  Solution  transform  your 
PC/XT/AT/386  into^jfculti-line  voice 

0  processing  commarra  center.  Have 

your  computer  intelligently  pro- 
jij  l  cess  your  sales,  inquiries  and 
S^  *     messages.  Complete  package. 

I    Single  Line  isigmouth) .  .$295.00 
i    Multi-Line.  $995.00 

g  (Developer/OEM  packages  available) 

5  VISA  -MC-AMEX-  coo 

1  Call:  (510)  522-3800 

5  FAX:  (510)  522-5556 


TALKING  TECHNOLOGY,  INC. 

1125ATIANTICAVE   •  ALAMEDA,  CA 94501 


EXECUTIVE  GIFTS 


W 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain. 


■  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

'  Forward-tilt 
feature 


RilfLf^IlV^r     FREE  Color  Otolog 
PaiKJdVer     I.8OO-25I.2225  or  write 
S3  Jeffrey  Ave..  Depl.  WE.  Holliston.  MA  01746 


INVESTMENT  SEMINARS 


HOTEL  &  RESORT 
ADVANCED  SEMINAR 


Early  '92  in  Costa  Rica 

Featuring 
•  Outstanding  10  day  program 

•  Tax  shelters  •  New  tourism 
•  Booming  opportunities 

•  Field  trips  •  Island  cruise 

•  For  pros  or  those  who  want 
to  become  professionals  in 
Resort  Development  or  Mgt. 

Costa  Rica  The  Peaceful 

Stable  Country  Offers, 

Ground  Floor  Investment 

Opportunities 

For  free  seminar  brochure 

Call  1-800-232-6959 

or  Fax  305-452-2822  (Florida) 


EXECUTIVE  GIFTS 


•  16"  lo  22"  models  ore  hand- 
crofted  from  solid  mahogany  with 
handpoinled  markings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99,50 

•  Satisfaction  guaranteed 

Call  1-800  950-9944 


U255  North  79*  Strttl 
Scorn**  Airport.  AZ85M 
«07|99I-I84I   —    I 


GOLF  GIFTS 


You  give  us  the  photo  or  logo, 
we'll  put  it  on  the  ball ! 


Send  us  any  color  or  b&w  photograph  or 
^^  logo.  Your  photo 
or  artwork  is 
.  resized  and 

imprinted  in 
\  b<xw  on 
\  Spalding® 
,1  golf  balls 
i  with 

J  unsurpassed 
Jf  clarity.  9  day 
"  turnaround. 


The  Buffalo  Runners,  Big  Horn 
Basin  by  Frederic  Remington 

Includes  story  booklet  and  custom  gift 
presentation.  Touring  America  Guild.  Inc. 
P.O.  Box  275,  Palmer,  Texas  75152 
1-800  541-8058    Free  color  brochure 


COMPUTERS 


Checks  payable  to: 

<£OQ  OR  GotfShots 

\J>  C  C7  .  ^  O  Riverbend  Office  Park 

dozen  plus  Suite  020 

$5.00  P/H  9  Galen  Street 

.„.,,„    ,    _     .  Watertown,  MA  02172 

VISA  /  MasterCard  (H7)  „26.0940  Ex,  7 

Designate  section  of  photo  to  be  imprinted  on  ball. 


HEALTH/FITNESS 


inTmflRYmflc 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy®  Computers 

Radio  Shack®  phones ...  and  more 

Toll  Free  800-231-3680 
22511  Katy  Fwy.  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


wm 

I  ifalmn 

wyiff 

tw 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

jftji! 

"Gym  in  a  briefcase 
is  Jitness  to  go" 

USA  TODAY 

H*  -^BIjb  *■ 

FREE  INFO 

1-800-553-6633 

LIFELINE 

1421  S.PARK  ST 

MADISON,  Wl  53715 

Made  in  the  USA 

Fbrbes.Capitalistlool® 
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Shelter 

With  THE  current  market  so  vola- 
tile, what  kind  of  stocks  should  in- 
vestors take  shelter  in?  Streetwalker 
put  the  question  to  Geraldine  Weiss, 
editor  of  the  highly  regarded  La 
Jolla-based  newsletter  Investment 
Qttality  Trends.  "A  good-quality, 
undervalued  blue-chip  stock  with  a 
relatively  high-dividend  yield  and 
an  above -average  dividend  growth 
rate,"  Weiss  answers.  "Yes,  there  are 
such  things,  even  in  this  overvalued 
market." 

One  example:  Dun  &  Brad- 
street.  Recent  NYSE  price:  47;  re- 
cent yield:  4.5%.  d&b  has  increased 
its  cash  dividend  25  times  in  the 
past  25  years.  Over  the  past  decade 
alone,  the  dividend  has  grown 
from  60  cents  a  share,  in  1981,  to 
the  current  $2.16  rate,  up  260%. 
The  price  has  risen  by  over  three 
times  during  that  period. 

Other  Big  Board  stocks  Weiss 
likes  on  this  basis  include  Flowers 
Industries  (14;  5%),  ServiceMaster 
L.P.  (33%;  5.8%)  and  Thomas  & 
Betts  (51%;  4.4%).  There's  also 
Amex-listed  A.T.  Cross  (25%;  5%). 
All  have  had  above-average  dividend 
growth  rates  over  the  past  ten  years. 
Flowers,  for  instance,  has  boosted  its 
dividend  in  every  quarter  of  the  last 
decade  at  a  compound  18%  annual 
rate.  Nice  stocks  to  own  in  the  dovvn- 
drafts  of  this  November's  market. 

Last  leg  up  to  come? 

Thf  market's  120-point  drop  on 
Nov.  15  and  subsequent  tremors  left 
many  an  investor  reeling.  But  techni- 
cal analyst  Robert  Ritter,  of  New 
York's  Ladenburg,  Thalmann  &  Co., 
thinks  the  market  may  still  be  headed 
higher  over  the  next  several  months. 

Ritter  is  fond  of  an  analytical  tool 
known  as  the  Standard  &  Poor's 
Low  Priced  Index.  It  is  based  on  20 
stocks,  all  priced  at  $25  a  share  or 
kss  in  most  cases  tar  below  (see  ta- 
bic). All  but  three  (Seagate  Technol- 
ogy, Navistar  and  Wendy's)  arc  in  the 
small    to  mid  cap  range. 

According  to  Ritter,  in  a  specula 
tive  market     and  that's  how  he  char 
acterizes  the  present  one     the  Low 
Priced  Slock  Index  breaks  out  of  a 
consolidation  several  months  before 
the  broader  market  peaks.  Evidence: 


S&P's  Low-Priced  Index 
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Company/business 

Allen  Group/auto  products 
Anacomp/computer  systems 
Champion  Enterprises/mfd  homes 
Consolidated  Freightways/freight 
Cray  Computer/supercomputers 

Environmental  Sys/waste  mgmt 
Fedders/air  conditioners 
Genesco/apparel,  shoes 
GenRad/electronic  test  equipment 
Harcourt  Brace/publishing 

Hillhaven/nursing  homes 
ICN  Pharmaceuticals/drugs 
Kaufman  &  Broad  Home/home  bldg 
Navistar  International/trucks 
Parker  Drilling/oil  &  gas  drilling 

Publicker  Inds/div  mfg,  services 
Seagate  Technology/disk  drives 
Universal  Matchbox/toys 
Varity/farm,  industrial  machinery 
Wendy's  International/restaurants 


In  1978  the  index's  breakout  came  six 
months  prior  to  the  overall  market's 
top.  In  1982  it  happened  in  October; 
the  Nasdaq  peaked  the  following 
lune,  and  the  big  caps  in  the  fourth 
quarter  of  1983.  In  1987  the  break- 
out came  in  January,  ahead  of  the 
market's  August  high. 

Today?  Ritter  notes  that  the  index 
began  i991  at  424,  briefly  drifted 
below-  400,  then  shot  to  a  high  for  the 
year  of  702  in  November.  Based  on 
past  patterns,  Ritter  figures  the  broad 
market  will  continue  higher  before 
suffering  a  major  reversal.  Says  the 
technician:  "There  may  be  six  months 
of  excitement  still  ahead." 

Invest  along  with  Henry 

Dr.  Hfnrv  Singleton,  the  legend- 
ary chairman  of  conglomerate   Tele 
dyne  Inc.,  did  right  by  his  sharehold 
ers  when  in  the  fall  of  1 986  he  spun  off 
insurer  Argonaut  Group  to  the  pub 
lie.     The    stock    opened    over  the 
counter  at  l7Vi.  By  the  time  it  split  3 
for  1  this  lune.  Argonaut  had  risen  to 
nearly  100.  Recent  price:  2o  ion  the 
presplit  stock,  78). 

Hut  if  you  missed  Argonaut's 
runup,  says  analyst  Ronald  Mcintosh 
of  New  York's  Fox  Pitt,  Kelton.  vou 


can  still  clean  up  with  Chicago- 
based  Unitrin  Inc.,  spun  off  bv 
Teledyne  in  April  1990.  Opening 
o-t-c  price:  33.  Recently:  33V2, 
about  equal  to  its  conservatively 
stated  book  value. 

Unitrin,  with  estimated  reve- 
nues of  SI. 2  billion,  is  in  home 
service  life  insurance — door-to- 
door  sales  and  collections.  There 
are  52.1  million  shares.  Insiders, 
led  by  Singleton  (who's  also  chair- 
man), own  24%. 

Mcintosh  is  impressed  by  Uni- 
trin's  conservative  accounting.  Its 
interest  rate  assumption  for  dis- 
counting reserves  is  4.75% — over 
400  basis  points  below  its  portfo- 
lio's 8.8%  yield  rate.  The  lower  the 
discount  rate,  says  Mcintosh,  the 
higher  the  value  of  those  reserves. 
Last  year  it  expensed  the  cost  of 
commissions  paid  to  its  agents  at  a 
26%  rate;  the  eight  home  service 
insurers  Mcintosh  covers  averaged 
1 1.5%.  If  Unitrin  had  followed  the 
group  average,  1990  earnings 
would  have  been  S2.85  a  share,  45 
cents  more  than  reported. 

Mcintosh  also  likes  Unitrin's  bal- 
ance sheet;  nearly  all  its  surplus  is 
invested  in  high-quality  stocks  and 
Treasurys.  lunk  bonds,  private  place- 
ments, mortgages  and  real  estate  rep- 
resent less  than  2%  of  its  S3. 2  billion 
investment  portfolio.  When  the  com- 
pany was  spun  off,  any  debt  related  to 
Unitrin  stayed  with  Teledyne.  Mean- 
while, SI. 2  billion,  or  $22.55  a  share, 
of  excess  capital  went  with  Unitrin. 

Mcintosh  expects  Unitrin  to  report 
earnings  of  $2.56  a  share  this  year, 
S3. 15  in  1992.  And  he  thinks  Unitrin 
may  be  a  takeover  target.  Mcintosh 
says  it's  worth  $52  a  share. 

The  valley  of  fear 

This  summer,  when  General  Mot 
was  selling  tot  421  t  ,\nd  yieldim 
analyst  Ronald  Giants  of  Dean  Witter 
Reynolds  said  the  stock  should  sell  for 
31 '  j,  priced  to  yield  - 
Ann.  5).  After  the  market's  Nc*    15 
correction.  GM  stock  indeed  yielded 
5.1V  The  Stock  had  dropped  CO  3  I 
a  25%  decline  in  four  months. 
Now  Glantz  warns  <..w  could  easily 

nose  under  30    Continued  weakness 

in  sales,  Glantz  s.ns,  may  force  »..m  to 
cut  the  dmdend  in  February,  even 


fit 
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hough  the  dividend  was  shaved  from 

3  to  $1.60  last  February.  Glantz 

inks  the  odds  on  a  cut  are  50-50. 

Glantz    does    give    the    company 

redit  for  wanting  to  strengthen  its 

apital  by  selling  at  least  $750  million 

f  high -yielding  preference   shares. 

ut  even  so,  he  goes  on,  the  balance 

heet  is  still  the  weakest  it's  been  since 

Korean  War.  Debt  at  the  end  of 

e  third  quarter  equaled  more  than 

24%  of  total  capital.  Without  the  new 

financing,  gm's  debt-to-capital  ratio 

will  deteriorate  to  nearly  32%  by  the 

end  of  next  year,  Glantz  projects. 

Glantz  looks  for  gm  to  lose  $6. 1 5  a 
share  this  year.  While  he  expects  a 
recovery  in  1992,  he  thinks  gm  will 
still  run  50  cents  a  share  in  the  red. 


No  heart  for  parts 

Speaking  of  the  automobile  industry, 
Dean  Witter's  Glantz  says  Genuine 
Parts  Co.  "has  been  the  quintessential 
stock  to  own  during  a  recession." 
Why?  The  $3.4  billion  (estimated 
sales)  company  derives  more  than 
60%  of  revenues  and  over  70%  of 
profits  from  the  wholesale  distribu- 
tion of  automotive  replacement  parts. 
The  idea  is  that  people  hold  on  to 
•their  cars  in  recessions,  boosting  de- 
mand for  replacement  parts. 

Between  the  summer  of  1990  and 
this  July,  Genuine  Parts'  stock  rose 
around  30%,  from  the  mid- 30s  to  the 
mid-40s.  But  ever  since,  the  price  has 
been  choppy.  Recent  nysk  price: 
42%.  What  gives? 

Investors,  says  Glantz,  are  con- 
cerned about  how  Genuine  will  do 
once  the  economy  begins  to  emerge 
from  the  recession.  During  the  early 
recovery  stages,  the  company  will  be 
hard-pressed  to  match  the  earnings 
leverage  reported  by  growth  compa- 
nies and  cyclicals.  Between  1982  and 
1984,  for  instance,  Genuine's  earn- 
ings improved  only  19%,  versus  a 
nearly  32%  increase  for  the  S&P  500. 
The  stock  lagged  the  overall  market. 

Glantz  expects  the  pattern  to  repeat 
over  the  next  few  years.  He  thinks 
Genuine  Parts  will  earn  $2.72  a  share 
in  1991,  a  few  cents  above  last  year. 
He's  looking  for  $3  in  1992;  his  1993 
earnings  estimate  is  only  $3.20  a 
share.  As  a  result,  Glantz  sees  no 
reason  to  chase  the  stock.  Hold. 
(There  are  76  million  shares.)         IH 
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This  is  the  way  you  always 
imagined  the  South  Pacific 
to  be' 


d  what 
Andrew  Harper's 

to  unspoiled  places 
t  Malcolm  Forbes' 
land  paradise         W 

It's  the  vacation 
of  a  lifetime  for 
$2,100  a  week! 

■ 

Taken  as  a  whole,  Fyi  is 
perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Inaeav^^Eepoart 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 
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in  a  time  wnen  most  other 
magazines  are  plummeting.  General 
Media  publications'  advertising  pages  just 
keep  gaining  altitude. 
Of  course  that's  no  surprise  to  us.  With  five  star 
vehicles  like  these  leading  a  whole  fleet  of  successful 
General  Media  books,  how  could  we  go  anywhere  kul  up? 
Reserve  your  space  today,  because  with  General  Media 

ven  the  sky  isn  t  the  limit  GENERAL  MEDIA  INTERNATIONAL 
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■The  more  things  change  . . ." 
¥0  years  ago  in  Forbes 

t  ROM  the  issue  of  Dec.  10, 1921) 
I  Faith  is  strong  among  financial  and 
lusiness  men  that  the  Washington 
■Naval]  Conference  will  achieve  far- 
leaching  results.  Looking  ahead,  they 
Ibresee  the  inevitability  of  coopera- 
tion between  the  world's  leading 
lowers.  .  .  .  Just  as  no  gigantic  busi- 
ness enterprise  can  be  managed  suc- 
cessfully without  conferences  among 
those  in  authority,  so  businessmen 
believe  world  affairs  cannot  be  han- 
dled successfully  .  .  .  without  confer- 
ences among  those  in  authority." 

r'Jail  sentences  imposed  in  New  York 
upon  four  members  of  the  'Tile  Trust' 
will  be  heartily  endorsed  by  the  pub- 
lic. Regret  will  be  felt  that  29  others 
found  guilty  of  violating  the  Sherman 
Act  were  not  also  imprisoned  instead 
of  fined." 

60  years  ago 

(From  the  issue  of  Dec.  15, 1931) 
"The  government  taxed  us  far  be- 
yond its  actual  financial  needs  during 
prosperity.  Billions  more  than  legally 
Called  for  were  lopped  off  our  public 
debt.  When  trouble  came,  Congress 
ladled  out  money  lavishly,  especially 
for  so-called  farm  relief  and  for  lar- 
gesse to  ex-servicemen.  Now  that  we 
are  faced  with  a  colossal  deficit,  what 
course  does  prudence  dictate?  Tax- 
payers should  not  be  burdened  by  one 
avoidable  dollar." 

"Factory  prepacking  is  another 
movement  that  is  gaining  momen- 
tum. .  .  .  L.  Bamberger  &  Co.  depart- 
ment store  in  Newark,  N.J.  less  than  a 
year  ago  was  delivering  to  customers 
about  200  packages  a  week  that  had 
been  packed  in  retail  sales  units  at  the 
factory.  In  November  of  this  year  the 
weekly  total  was  reported  to  have 
reached  nearly  5,000  packages.  ..." 

50  years  ago 

(From  the  issue  of  Dec.  15, 1941) 
"The  diabolical  duplicity  of  Japan 
has  rendered  the  U?6.  an  incalculable 
service:  It  has  welded,  united  all  the 
people,  has  aroused  their  righteous 
indignation,  has  incited  our  fighting 
spirit  to  the  pitch  of  a  hurricane- 
driven  prairie  fire." 


By  1941  the  first  small  self-service  stores  were  fast  growing  into  supermarkets. 


"John  Guernsey  of  the  U.S.  Census 
of  Business  recently  called  the  super- 
market 'the  fastest- growing,  basically 
sound  development  in  the  history  of 
retail  distribution.'  Fast- growing  be- 
cause housewives  and  merchants  both 
know  a  good  thing  when  they  see  it. 
Basically  sound  because  it  cuts  to  the 
bone  the  cost  of  getting  food  from 
farm  to  consumers." 

25  years  ago 

(From  the  issue  of  Dec.  15, 1966) 
"Chairman  Donald  Douglas  and  his 
son,  President  Donald  Douglas  Jr.,  are 
fighting  a  last-ditch  battle  to  retain 
control  of  the  company  founded  by 
the  elder  Douglas  in  1928.  At  the 
moment,  Douglas  Aircraft  Co.  of  San- 
ta Monica,  Calif,  is  dangerously  close 
to  being  completely  out  of  cash." 


Having  to  build  DC-8s  and  DC-9s  on  the 
same  production  line  was  one  of  Douglas 
Aircraft's  troubles. 


"They've  stopped  asking  how  Ber- 
nard Cornfeld  does  it  and  have  begun 
to  wonder  how  long  he  can  last.  The 
39-year-old  mutual  fund  salesman 
from  Brooklyn,  who  built  a  billion- 
dollar  empire  in  banking,  insurance 
and,  above  all,  mutual  funds,  is  dis- 
liked by  many  European  financiers, 
spurned  by  some  U.S.  fund  managers 
and  investigated  by  the  Securities  & 
Exchange  Commission." 

10  years  ago 

(From  the  issue  of  Dec.  7,  1981 ) 
"A  good  bank  stock  analyst  must  be 
a  good  reporter  these  days.  In  fact,  a 
good  investigative  reporter.  James  H. 
Wooden,  head  of  the  five-member 
bank  research  staff  at  Merrill  Lynch, 
Pierce,  Fenner  &  Smith,  explains: 
'The  accounting  rules  now  require 
that  massive  adjustments  involving 
nonrecurring  events  must  be  taken 
into  account  before  determining 
earnings.'  Wooden  is  saying  as  polite- 
ly as  possible  that  many  bank  earnings 
these  days  grossly  overstate  true  oper- 
ating earnings  power.  .  .  ." 

"Although  U.S.  manufacturers  still 
gripe  that  Japan's  rules  keep  Ameri- 
can goods  out  of  that  market,  Ameri- 
cans are  making  headway  in  one 
area — golf.  Imports  of  American  golf 
balls  [last  year]  hit  a  record  820,000 
dozen,  and  during  the  first  seven 
months  of  this  year  sales  ran  25% 
above  1980."  mm 
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The  art  of  conversation 
lies  in  listening. 

When  things  are  bad  we 
take  a  bit  of  comfort  in 
the  thought  that  they 
could  always  be  worse. 
And  when  they  are,  we 
find  hope  in  the  thought 
that  things  are  so  bad 
they  have  to  get  better. 

If  you  want  understanding 
try  giving  some. 

Looking  the  part  helps 
get  the  chance  to  fill  it. 
But  if  you  fill  the  part, 
it  matters  not  if  you 
look  it. 

-Malcolm  Forbes 


All  the  people  like  us  are  We, 
And  everyone  else  is  They. 

And  They  live  over  the  sea, 
While  We  live  over  the  way. 

But — would  you  believe  it? — 
They  look  upon  We 

As  only  a  sort  of  They. 

-Rudyard  Kipling 

Nationalism:  An  infantile 
disease.  It  is  the  measles 
of  mankind. 
-Albert  Einstein 

The  great  social  adventure  of 
America  is  no  longer  the 
conquest  of  the  wilderness 
but  the  absorption  of  fifty 
different  peoples. 
-Walter  Lippmann 

Admiration  for  ourselves  and 

our  institutions  is  too  often 
measured  by  our  contempt  and 
dislike  for  foreigners. 
-William  Ingi 

The  te.us  of  strangers  are 
only  water. 
Russian  proverb 


A  Text ... 

When  I  was  a  child, 
I  spake  as  a  child,  I 
understood  as  a  child, 
I  thought  as  a  child: 
but  when  I  became  a 
man,  I  put  away 
childish  things. 
-I  Corinthians  13:11 


Sent  in  by  W.C.  Gilger,  El  Ca- 
jon,  Calif.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


We  are  in  favor  of  tolerance, 
but  it  is  a  very  difficult 
thing  to  tolerate  the 
intolerant  and  impossible  to 
tolerate  the  intolerable. 
-George  D.  Prentice 

Every  nation  ridicules  other 
nations,  and  all  are  right. 
-Schopenhauer 

Nationalism:  One  of  the 
effective  ways  in  which  the 
modern  man  escapes  life's 
ethical  problems. 
-Reinhold  Niebuhr 

The  religion  of  Hell  is 
patriotism,  and  the  government 
is  an  enlightened  democracy. 
-Jamis  ''.ram  h  Cabej  i 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  1001 1 .  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Nationalism  has  two  fatal 
charms  for  its  devotees: 
It  presupposes  local  self- 
sufficiency,  which  is  a 
pleasant  and  desirable 
condition,  and  it  suggests, 
very  subtly,  a  certain 
personal  superiority  by 
reason  of  one's  belonging  to 
a  place  which  is  definable 
and  familiar,  as  against  a 
place  that  is  strange,  remote. 
-E.B.  White 

Ants  and  savages  put 
strangers  to  death. 
-Bertrand  Russell 

All  nations  have  present, 
or  past,  or  future  reasons 
for  thinking  themselves 
incomparable. 
-Paul  Valery 

Every  country  should  realize 
that  its  turn  at  world 
domination,  domination  because 
its  rights  coincided  more  or 
less  with  the  character  or 
progress  of  the  epoch,  must 
terminate  with  the  change 
brought  about  by  this  progress 
-JuAN  Ramon  Jimenez 

Even  nation  thinks  its  own 
madness  normal  and  requisite; 
more  passion  .\nd  more  fancy 
it  calls  folly,  less  it  calls 
imbecility. 
-George  S  \\  rAiANA 

Altogether,  national  hatred 
is  something  peculiar.  You 
will  always  find  it  strong* 
mk\  most  violent  where 
there  is  the  lowest  degl 
of  culture. 

GOE  mi 

A  nation  without  dregs  and 
malcontents  is  order!) , 
peaceful  mk\  pleasant,  but 
perhaps  without  the  seed 
of  things  to  come. 
Ew<  Hoi  n  k 
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Some  say  it  was  the  1939  SS-100  or 
the  1954  XK-120.  Others  are  partial 
to  the  1963  E-type.  But  it's  time  to 
put  all  such  arguments  aside. 

Presenting  the  1992  XJS,  the  best 
sporting  Jaguar  cur  built. 

That  lofty  status  was  attained  by 
incorporating  do  fewer  than  1,200 
refinement!  into  die  new  XJS.  Thej 

range  from  a  new  fuel  management 


system  that  enhances  its  legendary 
V-12  performance,  to  a  redesigned 
interior  with  power  memory  seats. 
And  its  exterior  has  been  restyled 
from  its  European  headlamps  to  its 
neutral  density  taillights. 

Innoawimi  extendi  even  to  the 
manufacturing  proceee,  the  most 
advanced  ever  inatkuted  b>  Jaguar. 

All  ot  which  means  we  can  now 

uttei  thebeai  warrant)  in  Jaguar 


history— four  years  or  50.000 
miles  — providing  a  sense  ot  neurit) 

that's  further  enhanced  b\  a  stand- 
ard dmer's  side  airbag. 

Although  some  ma\  still  want  to 
debate  the  MUe,  at  Jaguar  we  think 
the  new  XJS  settles  the  argument. 

lor  \our  nearest  dealer  — who  CM 
provide  details  on  Jaguar's  limited 
warrann      .all  l-MXM  |\v,l  \R 
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Do  your  assets  belong  at  J.R  Morgan? 

For  more  than  150  years,  we  have  protected  and  helped 
to  grow  t  he  wealth  and  holdings  of  privately  held 
companies  and  individuals  who  demand  the  level  of 
trust  found  at  J.  P  Morgan. 

The  security  of  our  clients'  assets  is  supported  by  the 
integrity  of  our  people,  _the  quality  of  our  advice,  and 
the  capital  strength  of  our  firm. 

For  information  on  private  banking  for  assets  of 

$5  million  or  more,  contact  George  W  Rowe,  President, 

J.P  Morgan  California. 

In  Los  Angeles:  444  S.  Flower  Street,  (213)489-9310 
In  San  Francisco:  101  California  Street,  (415)954-3200 

Private  Banking  in  California 


JPMorgan 


Private  banking  locations  in  New  York,  Wilmington,  Del.,  Palm  Beach, 
HjOS  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan, 
Nassau,  Paris.  Geneva,  Zurich,  I  long  Kong.  Singapore,  and  Tokyo 


©  1991  J.R  Morgan  &  Co.  Incorporated,  parcni  of  Morgan  Guarant)  I  rust  Company 
(Member  I  l)K  )  and  other  J.R  Morgan  subsidiaries 


r 


tzj^tsz^  <£^W>  t&t^C  &Cesy  a^^z^^. 


roroes 


DECEMBER  23. 19S1  VOLUME  148  NUMBER  14 


Lot's  see:  Loop  plus  east 
concavity  equals  R. 

^MB   150 


A  lowered 
credit  rating, 
a  spicy  lawsuit, 
and  lots  of 
unanswered 
questions. 
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Now  departing 
for  Taiwan? 
Making  a  bold  bid. 


ON  THE  COVER 


Computers/Communications: 
The  Computer  As  Detective         150 

By  David  Churbuck 

Artificial  intelligence,  that  stuff  of  sci- 
ence fiction,  is  on  its  way. 

TVs  Killer  Businessmen  38 

By  Peter  Brimelow 

TV  and  the  other  mass  media  produce 
images  of  America  that  differ  sharply 
from  the  American  reality. 

What  To  Do  When 

Your  CDs  Gome  Due  185 

By  Matthew  Winkler 

If  you  want  a  return  on  your  money, 

you're  going  to  have  to  take  some 

risk. 
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McDonnell  Douglas 

By  Howard  Banks 

McDonnell  Douglas  may  finally  be 
able  to  develop  the  planes  it  needs, 
with  Taiwanese  help. 

Kentucky  Central  Life  Insurance  43 

By  John  H.Taylor 

A  gold  mine  for  its  managers  and 
directors,  it  may  be  more  of  a  land 
mine  for  investors. 

Dayton  Hudson  48 

By  Subrata  N.  Chakravarty 

The  retailer  s*  earnings  are  hurting 
right  now,  but  Chairman  Ken  Macke 
is  playing  for  the  history  books. 


Up  &  Comers: 

Healthdyne,  Inc.  64 

By  Christopher  Palmeri 

How  a  company's  early  success  was 

almost  its  undoing. 

Up  &  Comers: 

MediQual  Systems  70 

By  Gretchen  Morgenson 

Giving  consumers  the  cost  informa- 
tion they  need  to  make  intelligent 
choices  about  health  care. 

Centel  Corp.  80 

ByGarySlutsker 

A  slimmed -down  Centel  has  a  messy 

balance  sheet  but  some  wonderful 

properties. 

IBM  116 

By  Norm  Alster 

Don't  be  put  off  by  all  the  turmoil  at 
IBM.  It  remains  a  great  business  and 
is  greatly  underpriced. 

Utilities  122 

By  James  Cook 

Should  utilities  be  forced  to  open 
their  transmission  lines  to  indepen- 
dent power  producers? 

Mobile  Homes  132 

By  Edward  Giltenan 

Oakwood  Homes  and  Clayton  Homes 

are  doing  well. 

Housing  134 

By  Steve  Kichen 

Despite  what  you  read  in  the  media, 
the  nation's  entire  housing  stock  is 
not  engulfed  by  recession. 


Xerox  Corp.  136 

By  Kathleen  K.  Wiegner 

Trying  to  make  sure  good  ideas  don't 

die  or  make  someone  else  rich. 
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Preferred  Fuel 

By  Andrew  Tanzer 

Asia  is  greedy  for  all  the  natural  gas  it 

can  get. 

GM  Europe  54 

By  Jerry  Flint 

Coming  up  with  a  clever  way  to  enter 
the  growing  European  market  for 
four-wheel-drive  vehicles. 

Out  Of  The  Asylum  76 

By  Joel  Millman 

Having  prospered  under  statism,  Ar- 
gentina's Rocca  clan  looks  forward  to 
competing  in  the  real  world. 

Whooosh!  113 

By  Gale  Eisenstodt 

The  air  is  rushing  out  of  the  Japanese 

real  estate  balloon. 

The  Road  From  Serfdom  126 

By  Peter  Fuhrman 

Like  America's  states,  the  old  Soviet 
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Litigation  and  the  First  Amendment 

New  Yorker  Roland  Betts,  a  former  entertainment  lawyer,  has  made 
a  ton  of  money  from  the  movies,  big  money,  many  millions  of  dollars. 
Betts  doesn't  make  movies  or  show  them.  He  has  offered  ordinary 
investors  a  shot  at  financing  them  by  buying  into  investment 
partnerships  with  names  like  Silver  Screen  I,  Silver  Screen  II,  etc. 
Investors  haven't  made  big  money  from  the  deals.  Betts  has. 

But  he  can't  stand  criticism.  So  it  was  that  when  Forbes  looked  at 
his  Silver  Screen  Partners  IV  ("So  you  want  to  be  in  pictures,"  Mar. 
21,  1988)  and  found  it  wanting  as  an  investment,  Betts  sued  us  for  a 
whole  laundry  list  of  things:  libel,  injurious  falsehood,  blah,  blah, 
blah.  Betts  didn't  have  much  of  a  case,  but  that  didn't  stop  him. 
Perhaps  he  was  determined  to  punish  us  and  discourage  others  in  the 
media  from  commenting  unfavorably  on  his  merchandise.  For  three 
years  the  case  dragged  on  with  lengthy  pretrial  proceedings.  Mean- 
while, as  he  has  himself  admitted  in  a  report  to  his  investors,  Silver 
Screen  IV  had  "disappointing"  results  from  its  films. 

Late  last  month  New  York  State  Supreme  Court  Justice  Shirley 
Fingerhood  threw  Betts'  case  out  of  court,  granting  Forbes  summa- 
ry judgment  and  ruling  that  our  story  was  accurate  in  its  facts  and  fair 
in  its  opinions.  Defending  the  case  has  cost  Forbes  lots  of  money  and 
has  taken  lots  of  time  editors,  reporters  and  executives  could  have 
spent  more  productively — a  sad  waste.  Yet  it  is  part  of  the  cost  in 
these  litigious  times  of  doing  what  Forbes  does:  first  finding  and 
weighing  the  facts;  then  drawing  strong,  unhedged  conclusions 
from  them.  That's  what  our  readers  pay  us  for,  and  the  Roland 
Bettses  of  this  world  cannot  shut  us  up. 


IBM,  unhedged 

Weighing  the  facts  and  deriving  from 
them  an  unhedged  conclusion  is  just 
what  we  do  in  our  coverage  of  the  IBM 
crisis.  While  most  of  the  media  have 
concentrated  on  the  breaking  story  of 
the  computer  giant's  reorganization  and 
the  turmoil  accompanying  it,  Forbes 
looks  beyond  the  immediate  situation 
and  sees  some  unexpected  and  surprising 
strengths  in  IBM.  The  author:  Contribut- 
ing Editor  Norm  Alster.  "IBM  as  holding 
company"  and  "Wonderful  leverage" 
start  on  page  116. 


John  Akers 


Sex  education?  Or  sexual  propaganda? 

That  sex  education  in  schools  is  constructive  and  helpful  has 
become  an  article  of  faith  in  the  American  educational  establishment. 
That's  one  of  those  "truths"  these  days  where  everything  is  true  but 
the  facts  supporting  it.  In  his  column  Thomas  Sowell  argues  that  sc\ 
education  does  more  to  worsen  the  problems  of  teenage  pregnancy 
and  venereal  disease  than  it  does  to  alleviate  them.  "Most  of  what  is 
taught  as  'sex  education,'  "  he  writes,  "is  neither  biological  nor 
medical,  but  ideological."  Every  parent,  every  citizen  m\<\  especially 
every  teacher  should  read  "The  big  lie."  Page  52. 
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The  1997  side-impact 

standard  could 
save  hundreds  of  lives 

every  year. 
Which  is  why  these 
cars  meet  it  in  1991. 


Side-impact  crashes  are  esti- 
mated to  cause  24,000  serious 
injuries  and  almost  30  percent 
of  all  American  automotive 
fatalities  every  year. 

According  to  the  U.S. 
Department  of  Transporta- 
tion, more  stringent  side- 
impact  measures  applied  to 
all  new  cars  could  reduce 
that  toll  — by  hundreds  of 
lives  annually. 


Which  is  why  the  federal 
government's  new  dynamic 
side-impact  standard  will 
require  all  new  cars  to  meet 
just  such  a  standard  by  1997 
at  the  latest. 

Based  on  preliminary 
Mercedes-Benz  tests,  the  cars 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


you  see  at  left  substantially 
meet  it  today. 

Mercedes-Benz  has  been 
working  hard  for  over  forty 
years  to  anticipate  and  ad- 
dress the  safety  needs  of  mod- 
ern driving  life.  And  will 
continue  doing  so— into  1997 
and  beyond. 

For  more  information  on 
Mercedes-Benz  safety,  call 
1-800-243-9292  anytime. 


Forbes 


President  and  Editor-in-Chief 

MALCOLM  S.  FORBES  JR. 

Publisher 

CASPAR  W.  WEINBERGER 

Vice  Chairmen 

CHRISTOPHER  FORBES 
JAMES  J.  DUNN 

Executive  Vice  President 

LEONARD  H.  YABLON 

Associate  Publisher 

JEFFREY  M.  CUNNINGHAM 

Vice  President- Administration: 

Scott  R.  Yablon 

Vice  President-Treasurer: 

Joel  B.  Redler 

Vice  President-Consumer  Marketing: 

John  M.  Thornton 

Director  of  Corporate  Communications: 

Wm.  Donald  Garson 

Director  of  Circulation: 

Lawrence  B.  Freeman 

Director  of  Data  Processing: 

Joseph  J.  De  Marte 

Vice  President- Advertising 
and  Promotion 

STEPHEN  G.  NICOLL 

Director  of  Advertising: 

William  J.  Flatley 

New  York:  Russell  Cherami,  Mgr.; 

George  C.  Clissold,  Cons.  Adv.  Mgr., 

Christopher  Clark,  Ted  Gramkow, 

Joseph  A.   Gutherz,  Michael  McCormack, 

Hunter  G.  Millington,  Susan  D.  Toscani 

Atlanta:  John  H.  Reock,  Mgr. 

Boston:  Nick  Carter,  Mgr. 

Chicago:  David  C.  Nordhoff,  Mgr.; 

William  J.  Powers  Jr. 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  Don  Dane,  Mgr.; 

David  Forgione,  Assoc.  Mgr. 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S.  Harris 

Philadelphia:  Patrick  Dignan,  Mgr. 

San  Francisco:  Ward  J.  Flock,  Mgr. 

Director  of  International  Advertising: 

Peter  M.  Schoff 

James  W.  LaCirignola,  Dir.,  Ind.  Adv., 

Latin  America,  Korea,  the  Philippines 

Hong  Kong:  Jane  G.  Flowers,  Dir.,  Ind. 

Adv.,  Southeast  Asia 

London:  Stephen  Rau,  European  Mgr. 

Tokyo:  Hirowo  Itow,  Japan  Regional 

Adv.  Dir.;  Hiroyuki  Nakagawa, 

Japan  Adv.  Sis.  Mgr. 

Director  of  Advertising  Programs: 

Irwin  Kornfeld 

G.  Croft  Henry,  Dir.  Econ.  Dev. 

Virginia  Carroll,  Linda  Loren,  Sarah  Madison 

Director  of  Advertising  FYI: 

Ellen  S.  Dweck 
Evelyn  Mitchell,  Mgr. 

Director  of  Market  Development: 

Bruce  H.  Rogers 

Robert  Bohn,  Marisa  Marks,  Carol  Nelson 


tULLUW  MKUUUH 


EDITED  BY  EDWARD  GILTENAN 


Soda  flop 

In  selling  soda,  bigger  isn't  always 
better.  Joseph  Seagram  &  Sons,  Inc. 
is  pulling  the  plug  on  Soho  Natural 
Soda,  a  line  of  seltzers  made  with  real 
fruit  juice  (Forbes,  May  4,  1987). 

Founded  in  1977  by  two  entrepre- 
neurs in  Brooklyn,  Soho  had  grown 
to  $25  million  in  sales  by  1989,  when 
Seagram  bought  it  for  nearly  $15 
million.  Seagram  quickly  bounced 
Soho's  management  and  several  key 
distributors.  Many  of  Seagram's  li- 
quor distributors  had  little  experience 
in  grocery  stores,  where  most  sodas 
are  sold. 

Worse  yet,  growth  in  "New  Age" 
beverages  went  flat  as  competition 
heated  up;  well  over  100  brands  are 
slugging  it  out  in  the  $600  million 
market.  This  year  Soho's  sales  will  be 
less  than  half  of  what  they  were  before 
Seagram  bought  the  brand.  Soho  is 
up  for  sale,  but  buyers  are  scarce.  A 
Seagram  spokesman  won't  say  how 
much  the  company  wants,  but  indus- 
try sources  say  Seagram  will  be  lucky 
to  recoup  half  of  its  investment. 

-Gregory  Viscusi 

Lion  on  the  prowl 

Tom  Smith,  chairman  of  the  $5.6 
billion  (sales)  supermarket  chain 
Food  Lion,  Inc.,  keeps  making  good 
on  his  promises  to  expand  (Forbes, 
Apr.  1 ) .  Food  Lion  is  pouncing  on  the 
suburbs  of  resurgent  Oklahoma  City, 
where  it  should  open  three  stores  by 
next  fall.  Smith  is  also  looking  hard  at 
Arkansas,  Missouri  and  Kansas,  and 
the  southernmost  states  between 
Texas  and  Florida. 

Smith  roared  into  Dallas/Fort 
Worth  this  fall,  opening  41  stores  and 
a  distribution  center  in  less  than  three 
months.  Sales  per  store  are  averaging 
higher  than  at  similar-size  Food  Lion 


A  Food  Lion  store  in  Salisbury,  N.C. 
An  insatiable  appetite  for  growth. 


supermarkets  in  other  markets.  Local 
rivals  like  Kroger,  Cullum  Cos.'  Tom 
Thumb  and  American  Stores'  Jewel 
Osco  fought  back  with  triple  coupons 
and  home  delivery.  But  Food  Lion 
has  managed  to  claw  out  market 
share — mainly  by  undercutting  rivals 
as  much  as  15%  on  some  items  by 
keeping  a  tight  lid  on  costs.  Rivals 
have  resisted  lowering  their  prices, 
probably  because  their  parents  are 
heavily  leveraged  and  can't  afford  to 
let  cash  flow  drop.  Food  Lion  has  very 
little  debt.  At  a  recent  20,  its  stock  is 
valued  at  a  rich  33  times  trailing  earn- 
ings, versus  16  for  the  supermarket 
industry.  But  if  Food  Lion  keeps  tak- 
ing the  country  by  storm,  it  may  be 
worth  it.  — Claire  Poole 

"The  Pig"  is  back 

Since  February  the  stock  of  over- 
the-counter-traded  Aqua  Buoy 
Corp.,  a  maker  of  water-sports  equip- 
ment, has  bounced  up  from  S 1  a  share 
to  a  recent  5%  bid.  Who's  behind  this 
hot  little  number?  Constance  and  Jo- 
seph Pignatiello. 

Joe  Pignatiello — he's  known  affec- 
tionately as  "the  Pig"  in  the  penny- 
stock  rackets — is  the  former  gym 
teacher  who  was  sentenced  in  1986  to 
two  years  in  prison  for  conspiracy  to 
commit  securities  and  tax  fraud  in 
connection  with  the  scams  of  now 
defunct  Denver  pennv-stock  firm  OTC 
Net  (Forbes,  Jan.  4,  1982;  May  29, 
1989).  Constance  is  his  wife. 

"The  Pig"  was  released  from  the 
slammer  in  September  1987  but  is 
still  a  defendant  in  a  Securities   & 
Fxchange  Commission  civil  action  al 
leging,    among    other    things,    that 
Constance  Pignatiello  and  her  lovi 
juco  Investments  hold  some  o\  her 
husband's     ill-gotten     penny-stock 
gains.  "The  Pig"  calls  the  feds'  allega 
tions  "totally  ludicrous 

In  1989  the  Pignatiellos  got  con 
trol   of  Aqua    Buoy.    Since    January 
locM)  Aqua  Buoy  has  issued  (v4  mil- 
lion new  shares,  using  them  to  finance 
acquisitions  o\  a  manufacturing  and 
distribution   facility   in   Michigan,  a 
retirement  hotel  in  California,  a  nuk 
CT  of  skin  diving  suits,  a  sailboat  man 
ufacturer  and  a  sweater  company.  The 
company's  stated  shareholders*  equi- 
ty has  jumped  over  sixtyfbld,  to  nearly 
$19  million. 
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RELIABILITY: 


One  of  the  ways  GE  Capital  brings  good  things  to  life. 


If  you're  seeking  financing 
these  days,  you  want  a 
partner  with  strength  and 
stability  as  well  as  an 
intimate  understanding  of 
your  needs. 

At  GE  Capital,  years  of 
outstanding  performance 
have  built  us  into  a  rock-solid 
financial  institution.  We  have 
over  $70  billion  in  assets.  A 
triple-A  credit  rating.  And 
strong  ties  to  GE,  one  of  the 
world's  most  successful 
corporations.  This  strength 
enables  us  to  finance  even 
the  largest  and  most  complex 
transactions. 


Xerox  Corporation  decided  to  sell  off  its 
third-party  financing  and  leasing 
businesses.  One  of  them  was  its  LMV 
fleet  leasing  operation.  Since  Xerox 
itself  was  an  LMV  customer,  it 
wanted  to  insure  that  the  new  owners 
could  provide  top-flight  customer 
service.  Enter  GE  Capital,  with 
$350  million  and  the  most 
experienced  corporate  fleet 
management  team  in 
North  America. 


0 


Cogen  Technologies 
wanted  to  build  a 
cogeneration  plant 
and  sell  both  its 
electricity  and  its 
steam  byproduct. 
To  minimize  the 
hassle  and  expense 
on  this  large  project, 
Cogen  wanted  single- 
source  financing. 
GE  Capital's  cogeneration 
experts  recognized  a  good 
idea,  and  stepped  in  with 
$870  million. 


Our  success  has  also 
helped  us  attract  a  corps  of 
talented  people  with  special- 
ized experience  in  the 
businesses  on  which  we 

focus.  People 
with  the  expertise  to  weigh 
critical  variables  and  custom- 
tailor  a  program  to  your 
needs.  People  with  the 
creativity  and  initiative  to 


solve  even  the  toughest 
problems. 

Reliability.  Experience. 
Creativity.  These  qualities 
and  a  can-do  attitude  have 
helped  GE  Capital  bring 
financial  solutions  to  life  for 
nearly  60  years.  Give  us  a  call 
at  1-800-243-2222  to  find 
out  how  we  can  help  you. 

Macy's,  one  of  the  world's  premier 
department  stores,  wanted  to  sell  its 
private  label  credit  card  operation.  But  it 
wanted  a  buyer  that  would  continue 
Macy's  high  level  of  customer  service. 
Macy's  choice:  sell  its  $1.4  billion 
portfolio  to  Monogram  Bank  U.S.A., 
a  GE  Capital  subsidiary.  GE  Capital 
services  over  65  million  private 
label  credit  card  holders 
worldwide.  ^ 
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GE  Capital 

We  bring  good  things  to  life. 


Auto  Fleet  Financing  &  Services  •  Commercial  Equipment  Finan<  trig  •  ( lommercial  K<;il  Estate  Finant  mg 

Computet  Leasing  •  Corporate  Finance  Group  •  Financial  Guaranty  Insurance  Company  •  GECC  Financial/Hawaii 

Gelco  Space  •  Gehstai  Container  •  Insurance  Services  •  Mortgage  Corporation  •  Polaris  Aircraft  Leasing  •  Railcar  Services 

Retailer  Financial  Services  •  TIP  •  Transportation  ana  Industrial  Funding  •  Vendoi  Financial  Services 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 

THAT  USES 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  card  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex6 
Personal  Organizer.  The  first  and 
only  organizer  with  Post-it"'  brand 
Notes.  And  accessories  that  let  you 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  organization  is  dedicated  to  yours. 


Rolod«K*  I>  a  registered  trademark  of  the  Rolodex  Corporation. 
"Poit-it"  u  a  trademark  of  3M. 
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FIDELITY  MAGELLAN  FUND 


The  Record  No  Other 
Fund  Can  Match 


Why  Choose  Fidelity 
For  Stock  Market 

Investing? 

•  We  manage  over  $45 
billion  in  equity  assets. 

•  Our  analysts  and  port- 
folio managers  contact 
over  6,000  companies 
annually. 

•  Over  40  years  of  stock 
market  experience. 


•According  to  Upper  Analytical  Sc 
#205  out  of  17%  funds  for  the  IS, 
changed  6/1/90). 


Magellan:  #1  Performer  for  15  Years* 

Magellan  searches  for  long-term  growth  in  the 
stock  of  any  type  of  company-large  and  small,  at 
home  or  abroad.  It's  a  fundamental  approach  that 
means  getting  to  know  the  companies  we  invest  in 
personally.  And  it's  an  approach  that  has  helped  make 
Fidelity  Magellan  the  best  performing  stock  fund 
in  the  nation  for  the  15-year  period  ended 
9/30/91-  Share  price  and  return  will  varv.  Start  with 
$2,500;  $500  for  IRA  or  Keogh. 

rvlces,  Magellan  ranked  #i  out  of  362,  #3  out  of  453,  #59  out  of  979.  tnd 

10.  5,  and  I  year  periods  ended  9/30/91,  respective!)  (portfolio  manager 


1-800-544-8888    24  hours 


Fidelity  Magellan  Fund.  For  more  complete  Information  Including  management  ices  and 
the  fund's  396  safes  charge  and  expenses,  please  call  or «  rite  for  a  free  prospectus  Kc.nl  H  carefull] 
before  von  invest  or  send  money,  fidelity  Distributors  Corporation.  P.O.  Box  660603,  Dallas,  EX 
75266-0603 


Fidelity 


Investments 

CODE:  FORB/MAG/122391 


Joe  Pignatiello  stepped  down  as 
Aqua  Buoy's  head  in  May,  partly  over 
what  he  calls  concerns  about  his 
"background."  He  was  replaced  by 
Connie  Pignatiello.  Soon  thereafter 
Aqua  Buoy  bubbled  off  the  pink 
sheets  and  onto  the  Nasdaq  over-the- 
counter  market,  where  its  market  val- 
ue has  shot  up  to  S42  million — not 
bad  for  a  company  with  SI. 9  million 
in  sales  and  $169,000  in  earnings  for 
the  fiscal  year  that  ended  June  30. 
Connie  Pignatiello's  20%  stake  was 
recently  worth  over  58  million.  Her 
Jovijuco  has  $1  million  in  loans  out- 
standing to  Aqua  Buoy. 

Aqua  Buoy's  new  president  won't 
be  running  the  company  at  arm's 
length  from  her  husband.  The  com- 
pany's headquarters  is  the  Pignatiel- 
los'  Englewood,  Colo.  home. 

-Graham  Button 


Truth  and  consequences 

Judging  from  mid-November  filings 
with  the  Securities  &  Exchange  Com- 
mission, David  Eller's  Granada  Bio- 
Sciences  and  Granada  Foods  are  in 
even  worse  shape  than  Forbes  report- 
ed (Nov.  11). 

For  the  third  quarter,  both  compa- 
nies reported  sharply  widening  losses, 
a  dearth  of  cash  and  the  creation  of 
fourth-quarter  reserves  almost  equal 
to  their  combined  net  worth.  All  out- 
side directors  quit — "schedule  con- 


Granada's 
David  Eller 
New 
disclosures. 


tlicts,"  according  to  one  SE<  report 

Meanwhile,  Granada's  Houston 
headquarters  has  been  posted  for 
foreclosure.  And  an  appeals  court 
ruled  in  one  of  many  shareholder  suits 
that  Granada's  own  documents 
"demonstrate  m\  alleged  fraud." 

In  their  sec  reports,  the  companies 
blamed  Forbes  for  cash  flow  prob 
letns.  Would  that  mete  words  could 
accomplish  so  much  so  tast 

W'u  i  [AM  P.  R\rri  it  M 
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CHOOSE    YOUR    PEN    AS    CAREFULLY  AS    YOU 
CHOOSE    YOUR   WORDS. 


Dillard's 

select  stores 


select  stores 
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Mikhail's  overdraft 

Not  only  does  it  look  as  though 
Mikhail  Gorbachev  will  soon  be  out 
of  a  job,  he  also  faces  accusations  that 
he  illegally  spent  90  billion  rubles. 
Some  members  of  the  U.S.S.R.  Su- 
preme Soviet  say  that  Gorbachev  or- 
dered Gosbank,  the  Soviet  state  bank, 
to  print  billions  of  rubles  above  the 
limit  imposed  in  the  1991  budget. 
The  money,  equivalent  to  about  one- 
third  of  the  Soviet  empire's  1991 
budget  deficit,  was  used  to  finance 
government  operations.  Most  of  it  is 
presumed  to  have  gone  to  buy  the 
loyalty  of  the  bosses  of  the  party,  KGB 
and  military.  But  after  the  coup  in 
August,  their  loyalty  didn't  matter 
anyway.  Good-bye,  90  billion. 

-Peter  Fuhrman 


October  massacre 

Third  World  debt  had  been  recov- 
ering nicely  this  year — until  October. 
Then  Brazilian  debt,  which  had  trad- 
ed as  high  as  40  cents  on  the  dollar, 
dropped  to  21  cents  in  three  weeks. 
Argentinean  debt  went  from  39  cents 
to  28  cents.  "There  was  blood  all  over 
the  street,"  says  Maria  Alejo  Consue- 
gra,  a  trader  for  Chartered  West  L.B. 

What  happened?  Traders  are  blam- 
ing Brazil,  whose  government  has 
been  struggling  to  privatize  Usi- 
minas,  the  state-owned  steel  compa- 
ny. The  deal  was  finally  completed  at 
the  end  of  October,  but  foreigners 
took  less  than  6%  of  the  shares.  This 
cool  reception  and  lack  of  foreign 
capital,  say  traders,  gave  the  market  a 
case  of  the  jitters  from  which  it  has  not 
yet  recovered. 

Bankers  Trust  and  Banco  Santan- 
der  of  Spain  are  said  to  have  taken 
some  of  the  nastiest  hits.  The  story  is 
they  were  stuck  with  put  options  on 
Brazilian  debt  that  plunged  by  50% 
during  the  massacre.  Morgan  Guar- 
anty may  have  tared  the  best  of  U.S. 
banks  in  the  swirl.  Morgan  spokes- 
people  won't  comment,  but  it's  ru- 
mored that  the  bank  was  selling  ahead 
of  the  crash.  -RlTA  K.OSE1  KA 


Do  as  I  say 

EVER  READY  to  police  corporate  mo 
rality,  the  publicity  hounds  who  run 
the  California  Public  Employees1  Re 
tirement   System  dumped  Salomon 


Brothers  as  its  government  security 
trader  after  Salomon  admitted  to  rig- 
ging U.S.  Treasury  auctions.  But 
Calpers  (assets,  $66  billion)  is  still 
doing  lots  of  business  with  Nomura  of 
Japan,  which  was  disgraced  in  Tokyo 
when  it  was  caught  paying  off  rich 
losers  in  the  Japanese  stock  market. 
Its  subsidiary,  Nomura  Capital  Man- 
agement, continues  to  handle  some 
$400  million  in  assets  for  Calpers. 

Calpers  says  the  sins  of  the  parent, 
Nomura  Securities,  should  not  be 
visited  upon  its  subsidiary — and  be- 
sides, the  returns  are  terrific. 

-William  Stern 


Win  some,  lose  some 

Heavyweight  champ  Evander  Holy- 
field's  fight  with  Mike  Tyson  has  been 


postponed.  But  unless  Mike  is  behind 
bars  Holyfield  is  still  guaranteed  S30 
million  if  and  when  he  fights  Tyson. 

Meanwhile,  Holyfield  has  been  do- 
ing some  interesting  things  with  his 
earnings.  He  invested  in  a  Buick/Su- 
baru  dealership  in  Morrow,  Ga.  with 
Atlanta  car  dealer  Herb  Newton.  But 
the  dealership  closed  down  in  April. 
Holyfield  said  that  Newton  failed  to 
clean  up  the  dealership's  finances; 
Newton  said  the  champ  handed  out 
hundreds  of  thousands  of  dollars  in 
cars  and  services  to  his  relatives,  girl- 
friends and  members  of  his  entou- 
rage. Now  the  two  are  working  to- 
gether to  settle  their  debts  with  GM. 

On  a  brighter  note,  Holyfield 
signed  a  multiyear  endorsement  con- 
tract with  Coca-Cola  earlier  this  year, 
and  bought  more  than  a  million  dol- 
lars in  Coke  stock  at  around  45  a 
share.  The  stock  now  trades  at  nearly 
70,  for  a  paper  gain  of  around 
$500,000.  Most  of  Holyfield's  win 
nings  are  professionally  managed. 
This  could  be  one  champ  who  doesn't 
end  his  fight  career  as  a  casino  door- 
man. -Christopher  Palmeri 


Numbers  game 

Capital  Cities/abc  chief  Daniel 
Burke  pleaded  poverty-  when  he  ad- 
dressed the  ABC  network  affiliated  ty 
station  managers  in  a  closed  circuit 
appeal  in  November.  The  arc  net- 
work,  Burke  complained,   has  pro- 


Evander  Holyfield,  investor 

The  car  business  is  a  bummer,  but  everything  goes  well  with  Coke. 
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duced  just  $450  million  in  earnings 
since  1986,  when  it  was  bought  by 
Capital  Cities.  The  parent  company, 
Cap  Cities,  would  have  done  better  by 
putting  the  $1  billion  purchase  price 
it  allocated  for  the  network  into  mon- 
ey market  funds. 

Burke  was  being  a  bit  disingenu- 
ous. Cap  Cities  hasn't  done  all  that 
badly  with  ABC.  At  the  total  acquisi- 
tion price  of  $3.4  billion — including 
the  $1  billion  for  the  network — Cap 
Cities  also  got  trade  publications,  four 
very  profitable  TV  stations  and  a  num- 
ber of  other  properties.  Some  of  the 
purchase  price  was  recouped  from 
selling  assets.  Had  it  not  bought  ABC, 
Forbes  calculates  that  Capital  Cities 
might  have  earned  $1.1  billion  be- 
tween 1986  and  1990  from  its  exist- 
ing stations.  But  with  abc's  stations 
and  the  network,  the  combined  com- 
pany actually  made  $3.5  billion  in 
operating  income  from  broadcasting 
during  the  period — in  large  part  be- 
cause of  the  free  programming  affili- 
ates get  from  the  network.  So  ABC  was 
not  the  terrible  investment  Burke  was 
suggesting. 

Why  was  Burke  singing  the  blues  to 
his  affiliates?  Simple.  Cap  Cities/ABC 
wants  to  invest  in  cable  TV  systems, 
and  Burke  doesn't  want  his  network 
affiliates  to  oppose  his  application  to 
the  Federal  Communications  Com- 
mission to  change  the  rules  forbid- 
ding networks  to  own  cable  systems. 

-SUBRATA  N.  CHAKRAVARTY 

Please,  Br'er  Fox! 
Don't  throw  me  in 
the  briar  patch! 

The  deal  Nintendo  cut  to  settle  anti- 
trust complaints  by  the  Federal  Trade 
Commission  and  some  states  turns 
out  to  be  another  shrewd  move  by  the 
Japanese  videogame  manufacturer. 
Nintendo  agreed  to  mail  5  million  $5 
coupons  good  on  Nintendo  car- 
tridges, plus  pat-myself-on-the-back 
letters  from  some  local  attorney  gen- 
erals. That's  some  punishment.  Nin- 
tendo has  just  put  a  new  16-bit  ma- 
chine on  the  market,  but  the  coupons 
are  good  only  for  the  old  8 -bit  car- 
tridges. So  the  deal  helps  clear  old 
inventory  as  well  as  bring  in  lookers 
for  the  more  powerful  new  sets. 
Please,  Br'er  Attorney  General.  .  .  ! 
-Steve  Kichen  h 
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$19,995  * 

IWC's  Da  Vinci",  an  automatic  chrono- 
graph with  perpetual  calendar  and  moon 
phase  indicator. 

It  will  be  a  reminiscence  of  Leonardo 
Da  Vinci's  ingenuity  for  entire 
generations  of  watch  connoisseurs  to 
come  -  at  least  until  the  year  2499. 


The  century  slide  for  IWC's  Da  Vinci® 
automatic  chronograph. 
In  the  year  2200,  it  will  propel  an  entire 
generation  of  watchmakers  into 
the  technological  world  of  the  1990s. 
Dear  watchmaker:  we  hope  you  will 
forgive  us  that  your  colleagues  from 
Schaffhausen  have  created  the  Da  Vinci 
in  such  a  way  that  you  rarely  have  the 
opportunity  to  see  one  in  your 
professional  capacity. 
But  chances  are,  you  will  be  able  to  open 
one  of  them  in  early  January  2200  and 
marvel  at  the  ingenuity  of  the  old  masters. 
As  you  peer  in  amazement  into  its 
intricate  movement,  don't  forget  to  insert 
the  new  century  slide  for  the  period  from 
2200  to  2499.  Your  customer  will  have 
brought  it  along  sealed  in  a  tiny  vial. 
Should  you  elect  to  keep  the  Da  Vinci  a 
little  while  -  for  educational  purposes,  of 
course  -  we  suggest  that  you  refrain  from 
offering  the  owner  a  substitute  watch. 
After  all  this  time,  he  is  likely  to  regard  it 
as  a  breach  of  loyalty  to  his  Da  Vinci. 
Yours  truly,  IWC. 


IWC 

S&vcef66S 

For  further  information  and  a  complete  catalogue  on  all  IWC  timepieces 

please  call  1-800-432-9330 

Beverly  Hills,  CA:  Fred  Joaillier,  Inc.,  (213)  278-3733  •  Beverly  Hills,  CA:  Princess  Jewels  Collection,  (213)  276-5556 

Carmel,  CA:  Hesselbein's  Inc.,  (408)  625-2522  •  Dallas,  TX:  deBoulle  Jewelry,  (214)  522-2400  •  Denver,  CO:  Hyde  Park  Jewelers, 

(303)  755-3541  •  Fargo,  ND:  Royal  Jewelers,  (701)  232-2491  •  Honolulu,  HI:  Royal  Hawaiian  Gems,  (808)  926-2722  •  Ketchum,  ID: 

Jensen-Stern,  (208)  726-2361  •  Lincolnwood,  IL:  Smart  Jewelers,  (708)  673-6000  •  Los  Angeles,  CA:  Chong  Hing  Goldsmith, 

(818)  289-6992  •  Los  Angeles,  CA:  Morgan  &  Co.  Jewelers,  (213)  208-3377  •  Monterey  Park,CA:  Chong  Hing  Goldsmith, 

(213)  623-3645  •  New  Orleans,  LA:  Adler's,  (504)  523-5292  •  Newport  Beach,  CA:  Traditional  Jewelers,  (714)  760-8035 

Salt  Lake  City,  UT:  O.C.  Tanner,  (801)  532-3222  •  San  Francisco,  CA:  Shapur,  (415)  392-1200 

♦Manufacturer's  suggested  retail  price. 
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When  Three 

Microprocessors  Talk 

To  Each  Other,  What  Do 

They  Talk  About? 

C  omputer  conversation:  It  could  be  about  something  as  ordi- 
nary as  wheel  speed  or  as  esoteric  as  steering  angle  rate  of 
change.  Or  any  of  thousands  of  bits  of  electronic  information  that 
help  make  Continental  one  of  the  world's  most  capable  and 


comfortable  luxury  cars.  C  onsider  for  example,  Continenta 
EEC-IV  drivetrain  core  computer-the  same  system  that  regulat« 
the  powerful  engine  of  the  Benetton/Ford  Formula  One  raa 
Continental,  EEC-IV  controls  all  vital  engine  functions  mcludir 
fuel  injection  and  ignition  timing,  then  coordinates  engine  open 
tion  and  electronic  transmission  shifting  for  a  near  seamless  flo 
of  powei     F  urther  enhancing  this  smooth  sensation  of 


H)|VISI(JN      JS*      Buckle  up-togafrier  we  con 
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ipse  is  a  computerized  suspension  system.  Here,  dual-rate  gas 

.surized  shock  absorbers  and  air  springs  are  electronically 

'I  sgulated  to  optimize  ride  and  handling.  The  result  is  a  reassuring 

ise  of  confident  control  and  an  extraordinary  sense  of  riding 

;fC  omfort.   T  o  this,  add  the  stability  of  computer-controlled  four- 

•&vheel  disc  anti-lock  braking  (ABS).  The  precision  of  computer- 

f  emulated  speed-sensitive  power  steering.  The  peace  of  mind  of  a 


driver-  and  passenger-side  air  bag  Supplemental  Restraint  Sys- 
tem. A  dd,  in  brief,  a  keenly  proficient  array  of  microprocessor- 
managed  driving  systems.  Systems  that  help  make  Continental 
one  of  today's  most  advanced  luxury  cars.  Something  well  worth 
talking  about. 

LINCOLN 

What  A  Luxury  Car  Should  Be. 

For  more  information  on  the  1992  Lincolns,  coll  1-800-446- 


READERS  SAY 


Down  and  out 

Sir:  Re  "Meet  the  undertakers" 
(Nov.  11).  Due  to  a  company  take- 
over, I  suddenly  became  unem- 
ployed. Fortunately  my  previous 
company  supplied  me  with  outplace- 
ment services  with  the  firm  of  Cunis 
&  Nolan.  The  instruction  and  guid- 
ance that  I  received  from  Charlie 
Cunis  and  Bob  Hacker  was  excep- 
tional. We  need  a  little  equal  time  for 
some  of  the  good  guys  in  outplace- 
ment services. 
-John  O'Hara 
Pawling,  N.T. 

Sir:  Drake  Beam  Morin  Annual  Qual- 
ity Surveys  collected  from  clients  na- 
tionwide report,  year  in  and  year  out, 
that  the  hallmark  of  our  service  is  our 
dedicated  and  professional  consul- 
tants. That  Mr.  Lien  found  them  to  be 
otherwise  is  unfortunate;  that  it  was 
reported  is  unforgivable. 
-William  J.  Morin 
Chairman  and  CEO 
James  C.  Cabrera 
President 

Drake  Beam  Morin,  Inc. 
New  York,  N.  T. 

Sir:  Outplacement  is  not  a  service 
through  which  job  openings  are  of- 
fered, nor  do  outplacement  firms  act 
as  employment  agencies  or  executive 
search  firms.  Outplacement  is  a  cor- 
porate service;  the  corporation  is  the 
client,  not  the  individual. 

Outplacement  eases  the  stressful 
job  of  termination  for  the  manager; 
reduces  the  overall  cost  of  termina- 
tions to  the  employer  and  reduces  the 
corporation's  exposure  to  litigation. 
-Murray  Axmith 
President 
The  Association  of  Outplacement 

Consulting  Firms 
Parsippany,  N.J. 

Knock,  knock 

Sir:  Re  "Ding-dong,  capitalism  call- 
ing" (Oct.  14).  The  article  stated  that 
"direct  selling  is  stagnant  in  the  U.S." 
Direct  selling  is  booming  in  the  U.S., 
with  sales  up  23%  from  1988  to  1990, 
to  $11,908,000,000. 
-Neil  h.  Offen 
President 

Pi  net  Selling  Assoc  i  at  i  on 
Washinaton,  DC. 


%  James  Florio 
|  of  New  Jersey 
■   Cost-shifting 
governor. 


No  insurance 

Sir:  Re  "Unnecessary  crisis"  (Fact 
and  Comment,  Nov.  11).  The  only 
strategy  our  tax-hungry  governor  can 
offer  is  a  reduction  for  individuals 
who  choose  their  employer's  medical 
policies  to  cover  personal  auto  acci- 
dents. A  typical  "shift  the  burden" 
plan,  sure  to  increase  business  costs 
and  N.J.  unemployment. 
-Maury  S.  Kauffman 
Cherry  Hill,  N.J. 

Just  a  piece 

Sir:  You  state  that  Marc  Rich  &  Co. 
acquired  Philipp  Brothers  this  year 
(Forbes  400,  Oct  21).  Marc  Rich  & 
Co.  only  acquired,  as  did  several  other 
companies,  certain  inventories  and 
was  assigned  certain  contracts  from 
Philipp  Brothers. 
-Michael  D.  Young 
Vice  President  and 
General  Counsel 
Phibro  Energy  Inc. 
Greenwich,  Conn. 

Philanthropic  pursuits 

Sir:  The  scholarship  I  provide  is  in  the 
amount  of  $500,000  ("Raising  the 
levels  of  hope  and  expectations,"  Oct. 
21).  I  would  feel  bad  if  any  article 
mentioning  an  effort  I  am  involved 
with  would  leave  the  impression  that 
$50,000  would  go  very  far! 
Gin  \V.  Mn  i  m  k 
i'hainnan  and  (  i'O 
Norrcll  ( 'orp. 
Atlanta,  Ga. 


NuSkin 

Sir:  I,  myself,  fell  prey  to  the  flashy 
get-super-rich-quick  promotions  of 
the  Nu  Skin  scam  ("Pyramid  power?" 
Nov.  11).  It  took  persistent  nagging 
by  a  friend  to  convince  me  to  saw 
"Oh,  what  the  heck,  it's  only  $200.'" 
Well,  that  S200  soon  turned  into 
expenditures  of  well  over  S3, 000.  I 
began  buying  product  just  to  meet  my 
monthly  quotas,  but  with  no  custom- 
ers to  sell  it  to. 
-Joseph  M.  O'Neil 
Valley  Stream,  N.T. 

Sir:  If  there  are  thousands  of  people 
who  have  become  distributors  only  to 
fall  along  the  wayside,  that  is  unfortu- 
nate. Not  everyone  is  willing  to  do  the 
work  necessary  to  become  successful 
in    multilevel    marketing.    We    have 
worked  hard,  and  our  business  is  be- 
coming successful. 
-Brenda  J.  PANGBORN 
Nu  Skin  Executive  Distributor 
Bloomfield  Hills,  Mich. 

Not  profitable 

Sir:  The  statement  on  Amwav  Corp. 
cofounders  Richard  M  DeVos  and 
fay  Van  Andel  which  reads  "ir.. 
money  [is]  made  from  salespeople's 
purchase  o\  tapes,  books  and  rally 
tickets"  is  inaccurate  (Forbes  400, 
Oct.  21).  Amwav  lost  money  during 
the  last  fiscal  year  selling  these  iter 

w'n  1 1  \m  \v  Nicholson 

( 'htcf  Operating  Officer 

Amwmy  ( 'orp. 
Ada.  Mich. 
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It's  so  beautiful  we're  afraid  some  people  will  miss  the  point. 


What  kind  of  impression  should  a  ball  point  make?  The  new  Parker  Duofold  Ball  Point  Pen  pictured  below 
unquestionably  makes  a  rather  beautiful  one.  Indeed,  no  expense  has  been  spared  to  make  it  so. 

More  to  the  point,  however,  is  that  looks  have  never  been  everything  at  Parker.  Put  to  paper,  the  Duofold 
Ball  Point  will  glide  across  the  page  leaving  an  even  flow  of  ink.  No  skipping.  No  blobbing. 

To  guarantee  that  it  will  (and  we  do  for  a  lifetime),  we  sculpt  our  ball  points  from  tungsten  carbide,  rather 
than  using  the  more  common  and  less  wear-resistant  steel  ball.  It  is  the  finest  writing  ball  point  in  the  world. 

We  invite  you  to  examine  the  new  Parker  Duofold  Ball  Point  Pen  and  matching  propelling  pencil  at  your 
nearest  Parker  dealer.  Beauty,  as  they  say,  is  in  the  eye  of  the  beholder.  A  statement  never  truer  than  when  you're 
making  one  with  the  new  Parker  Duofold  Ball  Point  Pen. 
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Precisely  how  sturdy  is  a  Range  Rover? 


K 


«ot  this  sturdy. 

fen  tons  ol  careening  boulder  would 
undoubtedly  turn  even  a  Range  Rover 
into  .1  convertible 

Short  of  such  an  inconvenience, 
however,  you  can  reasonably  expecl  a 
Range  Rover  to  bear  up  under  some 
considerably  unreasonable  conditions 

In  fact,  with  features  like  a  1 1  gauge 
steel  chassis  and  welded  frame  Range 
Rovers  routinely  survive  not  mereh  foi 


decades,  but  for  decades  in  jungles,  des 
(.its  and  the  odd  tundra 

So  us  hardly  surprising  t  I1.1t  Range 

Rovers  here  hold  Up  so  well  lhc\  retain 
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ORANGE  ROVER 


then  value  better  than  a  host  ofoompi 
ble  ears  Including  some  with  names  like 
BMW  and  M< 

And  even  at  a  Starting  price  just  under 
839,000,  that  makes  Range  Raw  one  of  the 
smallest  investments  on  the  nvad  Orofl  it 

Win  not  eall  I  800  KINK  4WD  tor  a 
dealer  near  your 

Atter  all.  w  hen  it  comes  to  buildi 
uncommonly  strong  vehicle,  we  leave  no 
stone  unturned 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


REPUBLICANS  CAN  THANK  THEIR  LUCKY  STARS 


that  George  Bush  is  a  clutch  hitter  who  does  best  when  his 
back  is  against  the  wall.  Otherwise,  growing  GOP  gloom 
about  next  year's  election  would  be  more  than  justified. 

By  letting  Democrats  dominate  the  domestic  debate, 
and  by  not  getting  a  capital  gains  tax  cut  to  revive  the 
wounded  economy,  the  President  has  dangerously 
lengthened  his  reelection  odds. 

What  can  we  anticipate  in  '92?  A  combination  of  Harry 
Truman  (against  Congress)  and  visionary  about  being  pre- 
pared for  the  year  2000.  Whatever,  don't  expect  a  passive 
President.  The  Sununu  ouster  is  one  symptom  of  this. 


In  1988  Bush  not  only  saved  his  badly  wounded 
candidacy  but  clinched  the  nomination  by  battering  Dole 
on  taxes  in  the  New  Hampshire  primary.  His  brilliant 
convention  acceptance  speech  shattered  Dukakis'  then- 
invincible  campaign.  Stunned  by  Saddam's  invasion  of 
Kuwait,  the  President  pulled  himself,  the  country  and  our 
allies  together  into  a  force  that  won  the  most  lopsided 
military  victory  in  over  500  years. 

A  onetime  baseball  player,  George  Bush  doesn't  like  to 
be  left  looking  at  a  third-strike  pitch.  He  will  swing  for 
the  fences. 


THIS  AH)  WOULD  WORK 


If  the  U.S.  wants  to  prevent  economic  chaos  from  tear- 
ing apart  the  formerly  communist  countries  of  Europe  and 
the  Soviet  Empire,  there's  a  simple  way  to  do  it:  Help  them 
set  up  currency  boards.  Otherwise,  __  ^^^^^^^mmmmmm 
many  of  these  lands  will  experience 
the  same  debilitating  hyperinflation, 
trade  wars  and  economic  collapse  that 
characterized  this  area  during  and 
after  World  War  I.  That  turmoil  de- 
stroyed democracy,  boosted  Fascism, 
gave  Russia  Communism  and  helped 
pave  the  way  for  Germany's  Nazism. 
Currency  boards,  once  common  in 
many  British  or  former  British  colo- 
nies, are  a  simple  mechanism.  A  coun- 
try cannot  issue  its  own  money  unless  it's  backed  by  a  strong 
currency  such  as  the  dollar,  the  deutsche  mark  or  the  yen  or 

TALKING  ABOUT 

Buenos  Aires  continues  to  confound  skeptics  with  its 
sweeping  free -market  reforms. 

The  Peronist  government  recendy  issued  decrees  abol- 
ishing numerous  regulations  and  restrictions  on  the 
country's  economic  life.  Overnight,  Argentina  is  trans- 
forming itself  from  a  statist,  Fascist-like  economy  to  one 
designed  by  Ada/n  Smith,  Milton  Friedman  and  Alexan- 
der Hamilton.  State-owned  companies  are  being  priva- 
tized, government  finances  are  being  rationalized,  taxes 


Vienna,  1921— bank  employees  carry  in 
country's  worthless  currency. 


a  commodity  such  as  gold.  The  board  works  automatical- 
ly— no  reserves,  no  money.  Hong  Kong  and  Singapore 
have  used  currency  boards  for  years.  Their  money  is  among 
__ the  soundest  in  the  world,  and  their 
economies  among  the  strongest.  Ar- 
gentina today  has  a  variant  of  this 
concept.  The  austral  is  100%  backed 
by  dollars  and  gold.  That  country's 
inflation  has  quickly  plummeted  from 
1,396%  to  under  25%. 

Given  the  deep  misgivings  people  of 
Russia  and  elsewhere  have  toward 
government  institutions,  a  currency 
board  would  be  ideal.  The  U.S.  and  its 
European  allies  should  immediately 
mobilize  their  central  banks  to  help  these  countries  set  them 
up.  This  kind  of  assistance  would  pay  rich  dividends  for  all. 

ARGENTINA... 

and  tariffs  are  being  cut,  and  the  local  currency  is  being 
made  usable  and  reliable  for  the  first  time  in  memory. 

No  wonder  newly  issued  shares  of  the  Argentina  Fund 
trade  on  the  Big  Board  at  a  premium  to  their  net  asset  value. 

The  lesson  of  Argentina  is  fundamental  for  Russia 
and  Eastern  Europe:  No  matter  how  bad  the  situation, 
an  economy  can  be  rapidly  revitalized  through  fast- 
paced  implementation  of  sound-money,  low-tax,  free- 
market  reforms. 


BY  CONTRAST... 

the  Brazilian  economy  remains  stuck  in  statist  mud.      replacing  her  with  a  respected  one,  despite  an  occasional 
Despite  ditching  an  incompetent  economic  minister  and     privatization  and  despite  government  noises  about  free 
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enterprise,  Brazil  still  trashes  its  economy  with  controls, 
taxes  and  restrictions.  Its  stock  market  tumbled  and  so 
did  the  price  of  the  Brazil  Fund  here  in  the  U.S. 

A  growing  number  of  exasperated  Brazilians  are  ready 


to  vote  to  reinstate  the  monarchy,  overthrown  in  1889. 
Brazil  is  planning  a  referendum  to  choose  one  of  three 
systems:  presidential,  parliamentary  or  constitutional 
monarchy.  Polls  show  the  royal  option  at  28%  and  rising. 


HEAVENLY  HIGHWAYS 


Thirty-five  years  ago  Congress  passed  legislation 
launching  the  most  monumental  public  works  program  in 
our  history — the  42,500-mile  interstate  highway  system. 

After  an  enthusi- 
astic send-off,  these 
^y  rJr,^  .»y»      :   super  roads  crashed 
"^  '<■-      '~^  ^+J^i   into  mounting  criti- 

cism: Highways 
were  ruining  cities 
( by  bypassing  them ) 
as  well  as  the  coun- 
tryside (by  despoil- 
ing the  environ- 
ment). They  en- 
couraged people  to  drive,  hastening  the  day  the  world 
would  run  out  of  oil.  The  strictures  were  overwrought. 
The  interstate  system  enormously  boosted  the  economy, 
making  it  easier  for  people  and  goods  to  move  from  one 
part  of  the  country  to  the  other.  Auto  injuries  and  deaths 
dropped  sharply  per  mile  driven. 


Railroads  never  had  an  equivalent  of  interstates;  you 
couldn't  ship  freight  on  a  single  line  coast-to-coast — one 
reason  rails  were  so  vulnerable  to  auto  and  trucking 
competition. 

I  was  a  young,  early  enthusiast  of  Dwight  Eisenhower's 
grand  highway  plan.  Each  summer  my  parents,  siblings,  a 
couple  of  dogs  and  I  rode  in  a  station  wagon  from  New 
Jersey  to  our  cabin  in  Wyoming.  To  those  who  motored 
on  two-lane  state  and  country  roads  (especially  those  in 
Iowa)  with  their  innumerable  traffic  lights,  traffic -slowing 
tractors,  trucks  and 
speed  traps,  the  in- 
terstates were  mi- 
raculous. Their  only 
drawback  to  us  kids 
was  the  lack  of  bill- 
boards, which  made 
for  fun  reading,  par- 
ticularly those  for 
Burma  Shave. 


WE  NAME  NEW  YORK'S  MOST  ARRESTING  RESTAURANTS  FOR  1991 

This  year's  winners  survived  the  grueling  ^astronomical  gauntlet  of  brothers  Bob, 
Kip  and  Tim,  and  two  otherFoRBES  eatery-experts,  Jeff  Cunningham  and  Tom  Jones. 


Aquavit 

Bouley 

Chanterelle 


La  Grenouille 
Le  Bernardin 
Le  Cirque 


Le  Regence 

Lutece 

The  Quilted  Giraffe 


Two  Four  Star  newcomers.  Aquavit's  soaring,  modern  atrium  matches  its  food, 
especially  the  salmon;  Bouley  offers  superb,  sophisticated  Franco- American  fare. 


Arcadia 

La  Cote  Basque 

March 

Parioli  Romanissimo 

i 

The  Box  Tree 

La  Metairie 

Maurice 

San  Domenico 

vr 

Coco  Pazzo 

La  Reserve 

Mondrian 

Shun  Lee  Palace 

The  Four  Seasons 

Lafayette 

Montrachet 

Shun  Lee  West 

11  Cantinori 

Lespinasse 

Nippon 

"21"  Club 

11  Mulino 

High  Star  status  for  restaurants  no  more  means  heav- 
enly permanence  than  it  does  in  1  lollywood,  fashion  or 
business.  Seven  of  last  year's  Three  Stars  fell  off,  while 
two  moved  up  to  an  even  brighter  Four.  After  a  shaky 


ccial 


stan,  the  new  "21"  Club  is  resoundingly  resurrecting 
its  reputation  of  old.  Another  once  fallen  but  now  up- 
and  coming  returnee  is  Maurice.  Two  firsters  in  this 
firmament:  Coco  Pazzo  mu\  II  Cantinori. 


These  out  ot  the  ordinar)  restaurants  remain  so  c  aft 
Luxembourg,  Gotham  Bar  &  Grin,  Hard  Rock  Cafe, 

Jo  Jo,  Ix  Steak,  I.uma  (vegetarian),  Mortimer's, 
Oyster  Bar  at  Grand  Central,  Rainbow  Room,  River 
(  \\i\\  Savoy,  Serendipity  3,  TriBcC*  Grill,  World 


Yacht,  Zarela.  Inusual  eateries  new  to  this  lisi     The 
Gibbon,  Lc  Piston,  Lola,  Pcriyali,  Planet  Holly 

wood  (long  lines,  long  Wail  ,  Rosa  Mcxicano,  The 
Royal  Canadian  Pancake  House  another  long- lir 
Trattoria  Dell' Arte,  Union  Square  Cafe.  Zip  C  \i\ 
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If  it  sometimes  seems  that  work- 
station vendors  talk  too  much  about  specs, 
maybe  it's  because  they  have  so  little  else 
to  talk  about. 

Not  so  with  Sun's  new  SPARC  station" 
ELC  and  SPARCstation  IPX."  Yes,  you'll 
be  impressed  with  their  specs.  Really 
impressed  —  especially-  considering  the 
price. 

But  step  away  from  the  hardware  a 
bit,  and  you'll  discover  other  numbers 
that  are  just  as  powerful. 

Consider,  for  instance,  that  SPARC- 
station is  the  Number  One  selling  work- 


station family  available  today.  It's  a  com- 
forting fact  in  a  world  of  ever-changing 
vendor  alliances,  consortiums,  and  deal- 
making. 

Or  that  SPARCstation  is  famed  for 


4,995 


making  tremendous  power  increasingly 
affordable  (our  new  $4,995  SPARCstation 
ELC —  a  20.3  SPECmark  power- 
house —  is  a  good  example). 

The  475,000  Sun  workstations  and 
servers  that  are  up  and  running  make 


475,000 


ours  the  industry's  third  most  popular 
operating  system.  And  since  software 
developers  go  where  the  users  .ire,  you 
can  imagine  how  much  your  company 
can  gel  done  <>n  .1  Sun. 

Hcitcr  yet,  don  t  Imagine  (  r.u  k 
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workstations 


most  powerful 
the  business. 


The  new  $11,995  SPARCstation  IPX  is  the  lowest-cost  acceler- 
ated graphics  workstation  we've  ever  offered.  Its  GX  accelerator 
is  on  the  motherboard,  freeing  up  an  expansion  slot.  Its  40-MHz 
integrated  integer  /floating  point  processor  performs  up  to  24  A  SPEC- 
marks.  (Color  monitor  available  at  additional  cost). 


open  our  latest  applications  catalog. 
Lotus®  1-2-3®,  Oracle®,  and  some  3,500 


3,500 


other  solutions  give  you  the  UNIX5' 
industry's  largest  selection  of  software 
applications. 

Should  all  this  motivate  you  to  take 
a  closer  look  at  our  SPARC  stations, 
you're  not  alone.  Companies  around  the 


9,000,000,000 


world  have  thus  far  invested  $9  billion 
in  Sun  systems.  Honestly,  if  that  isn't 
reassuring,  what  is? 

Perhaps  this:  Every  system  we  sell 
is  supported  by  a  force  of  16,000  tech- 


16,000 


0   iy  rcms,  Inc    SPARCstation  is  a  trademark  of  SPARC  International,  Inc.,  licensed  exclusively  to  Sun  Microsystems,  Inc.  Products 
aboratorics.  Inc.  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corp.  Oracle  is  a  registered  trademark  of  Oracle  Corp. 


nical  experts  worldwide,  through  more 
than  sixty  service  partners.  If 
you  ever  need  help,  they  can 
provide  it. 
Hopefully,  these  are  the  kind  of  num- 
bers you  like  to  hear.  In  which  case  we'd 
like  to  offer  one  more:  1-800-426-5321, 
ext.  275.  Call,  and  we'll  send  all  sorts  of 


1-800-426-5321 


useful  information  about  our  new 
SPARC  stations. 

Numbers,  certainly.  But  a  few  more 
words  and  pictures,  too. 

#sun 

Xr        microsystems 


Other  Comments 


Better  Harvard  than  Dead 

William  F.  Buckley  once  said  he'd 
rather  be  ruled  by  the  first  100  peo- 
ple in  the  Boston  phone  book  than 
the  Harvard  faculty.  For  our  part, 
we'd  rather  be  ruled  by  the  first  100 
names  on  the  Harvard  faculty  than 
the  crew  now  running  Washington. 
-Wall  Street  Journal  editorial 

Nonpartisan  Disaster 

High  taxes  and  excessive  regulations 
do  not  work  any  better  for  a  Republi- 
can White  House  than  for  Jimmy 
Carter.  Only  when  the  President  un- 
derstands that  economic  policies  af- 
fect economic  performance  will  the 
White  House  realize  that  the  reces- 
sion is  more  than  a  public  relations 
problem.  That  day  is  unlikely  to  ar- 
rive unless  the  President  breaks  the 
stranglehold  of  bad  advice  he  is  re- 
ceiving from  his  economic  advisers. 
-Daniel  J.  Mitchell,  senior  fellow 

at  the  Heritage  Foundation, 

in  the  New  York  Times 

Sound  Course 

The  inconvertibility  of  the  ruble  is 
at  the  heart  of  the  U.S.S.R.'s  eco- 
nomic problems.  Several  [econo- 
mists] have  suggested  that  the  best 
means  to  achieve  convertibility 
would  be  a  currency  board  system. 
What  makes  the  currency  board  sys- 
tem of  even  greater  interest  for  the 


U.S.S.R.  today  is  that  it  has  been 
tried  and  has  succeeded  in  Russia.  A 
currency  board  existed  in  1918  and 
1919.  It  issued  currency  for  the  anti- 
Bolshevik  government  of  North  Rus- 
sia. Surprisingly,  the  North  Russian 
currency  board  was  the  idea  of  none 
other  than  John  Maynard  Keynes. 
With  the  North  Russian  currency, 
the  Allied  army  was  able  to  buy  and 
sell  goods  almost  as  easily  as  if  it  had 
been  at  home  on  maneuvers.  The 
experience  of  North  Russia  provides 
a  model  for  the  U.S.S.R.  and  others 
that  are  attempting  to  liberalize  their 
economies  and  establish  sound,  con- 
vertible domestic  currencies. 
-Professor  Steve  H.  Hanke  and 
Kurt  Schuler,  Cato  Journal 

Hail  to  the  Chief! 

I  recently  entertained  the  Mayor  of 
Moscow,  Gavriil  Popov,  at  a  HUD 
lunch,  who  told  me  he  wanted  to 
privatize  all  public  housing,  give 
property  rights  to  all  Muscovites,  and 
create  a  free  enterprise  zone  in  down- 
town Moscow.  When  I  asked  him 
where  he  got  his  ideas,  he  said, 
"Ronald  Reagan,  of  course." 
-Secretary  Jack  Kemp,  Department 
of  Housing  &  Urban  Development 
•  *  • 

Thirty  two  years  ago  in  Moscow, 
Soviet  Premier  Nikita  Khrushchev 
jabbed  his  finger  into  my  chest  and 
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"I'm  tired  of  food." 


/f*ftr~ 


said,  "Your  grandchildren  will  live 
under     communism."      I     replied, 
"Your    grandchildren    will    live    in 
freedom."  At  that  time,  I  was  sure 
he  was  wrong.  I  was  not  sure  I  was 
right.    Now  we   know.   Thanks   in 
great  part  to  the  strong  and  idealis- 
tic leadership  of  President  Ronald 
Reagan,     Khrushchev's     grandchil- 
dren now  live  in  freedom. 
-Former  President  Richard  Nixon, 
speeches  given  at  the  ded- 
ication of  the  Ronald  Reagan 
Presidential  Library 


When  everybody  has 
got  money  they  cut  taxes, 
and  when  they're  broke 
they  raise  'em.  That's 
statesmanship  of  the 
highest  order. 
-Will  Rogers 


No  Holds  Barred 

Pats  going  to  win.  I'm  going  to  see 

to  it.  I  don't  care  where  I  have  to 

break  in. 

-G.  Gordon  Liddy,  Watergate 
conspirator,  on  the  possibility  that 
Patrick  Buchanan  will  run  for 
President,  in  Newsweek 

A  Union  of  One? 

Kiev — Thf  republics  ot  the  former 
Soviet  Union,  struggling  to  devise  a 
new  form  of  association,  so  far  can't 
even  agree  oil  a  name  for  it.  One 
Muscovite  suggests  calling  it  the 
U.F.F.R. — the  Union  ot  Fewer  and 
Fewer  Republics.  One  young  soldier, 
lust  released  from  the  Red  Army, 
suggests  that  I  learn  the  most  imp 
tant  phrase  in  Ukraine  today:  Kbto 
ostanm?  Who's  last  on  line? 
LeONV    SlGAl  .  New  Voile  linus 

Loser's  Lament 

Iirs  m  winning  and  see  what  it 

feels  like    If  we  don't  like  it,  we  can 

uo  hack  to  our  traditions 
PAUl    rsONGAS,  candidate  for 
presidential  nominee  of  the 

Democratic  Party 
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OPEN  IN  CASE  YOU  WANr 
QUALITY  CARE  AND  COST  CONTROL 
FROM  ONE  OF  AMERICA'S  LARGEST 
HEALTH  CARE  NETWORKS. 


The  Travelers'  commitment  to 
quality  products  and  cost  control  starts 
with  35,000  employees  dedicated  to 
customer  satisfaction. 

Of  these,  12,000  work  exclusively  in  our 
Managed  Care  and  Employee  Benefits 
Operation. 

That's  the  real  Travelers  difference. 

But  the  numbers  get  even  more  impressive. 

50,000  carefully  selected  and  credentialed  physi- 
cians and  specialists  and  600  hospitals  in  130  major 
metropolitan  areas. 

$1.6  billion  in  new  business  in  1990  —  testimony  to 
a  company  whose  health  care  network  delivers 
appropriate  care  more  efficiently  through  local  medi- 
cal management.  A  company  that  customizes  pro- 
grams because  it  understands  that  not  all  businesses 
are  the  same.  A  company  committed  to  avoiding 
illness  —  and  expense  —  through  wellness  and  coun- 
seling programs. 

Two  more  numbers  to  be  remembered.  The 
Travelers  is  backed  by  $55  billion  in  assets  and  by 
a  127  year  trad3tiorf|pf  service. 

This  is  Manag|c|jCare  The  Travelers  Way. 

The  Travelers  Insurance  Company  and  its  Affiliates 
Hartford,  Connecticut  06183 

TheEdKtelersj 

You're  better  off  under  the  Umbrella! 

■■■■■■■ii 


)  1991  The  Travelers  Corporation. 


Wherfe  the  las 
car  chase  t 


It  was  as  if  a  starter's  gun  had  been  fired. 
The  year  was  1976,  and  the  Honda  Accord  armed  mu 
to  the  delight  of  Americas  drivers  and  critics.  And  much 
the  dismay  of  other  automotive  designers  and  engineers. 
After  all,  this  was  a  car  with  a  totally  different  interpretation  of  efficie 
comfort  and  performance.  An  automobile  so  thoughtful,  practical  and  comple 
in  its  design,  the  competition  had  no  other  choice  than  to  follow  in  its  tracks. 

Now,  more  than  a  decade  and  a  half  later,  the  Accord  continues  to  perfon 
an  amazing  feat.  Each  year,  it  somehow  improves. 

For  instance,  the  interior.  It's  surprisingly  large,  and  amazingly  quiet.  \YhkJ  n 


t 


makes  it  more  comfortable  than  vou  ever  imagined.  Vnfll  notice  it  when  you v 
in  the  firm,  contoured  seats.  When  you  slide  open  the  power  moonroof  And 
when  you  ride  silently  over  bumps  and  through  dips. 

The  refinements  underneath  the  IkxkI  have  been  equally  dramatic.  A  fue 
injected,  140-hoisepower  engine  gives  the  Accord  more  power  than  e\  er  lx:for 
And  the  4-wheel  double  w  ishbone  suspension  translates  into  tremendoush  agil 


sc 
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asted  ITyears? 

jandling.  The  result  is  truly  amazing.  \bu  can  respond  confidently  to  virtually 
ly  driving  situation  you  might  encounter. 

This  car  also  excels  in  safety.  A  driver's  side  airbag  is  now  standard.  Along 
jvdth  a  sophisticated  anti-lock  braking  system  to  help  you  control  the  car  on  rain- 
ilick  surfaces.  You  can  actually  steer  the  car  while  braking. 

The  body  is  also  quite  enviable.  The  lines  are  clean  and  smooth.  The  fit 
ind  finish  are  consistently  excellent. 

Not  surprisingly,  workmanship  like  this  has  produced  a  bounty  of  rewards. 
Phe  Accord  has  been  the  best-selling  car  in  the  U.  S.  for  the  past  two  years.  And 
consistently  appears  on  all  the  "top  10"  lists  for  cars  in  its  category. 


Considering  all  these  facts,  one  comes  to  a  rather  obvious  conclusion.  The 
Vccord  has  always  been,  and  continues  to  be,  a  true  industry  standard.  The  car 
)y  which  all  otfiers  in  its  class  are  measured  and  judged. 

And  while  the  competition  remains  relentless  in  their  quest  to  catch  us,  we 
emain  dedicated  to  building  a  car  that's  a  few  years  ahead  of  them.Which  means 
2)  Jiis  chase  might  be  just  getting  started,  after  all.  The  Accord  EX. 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


SOME  REFLECTIONS  AS  1991  DRIFTS  TO  ITS  END 


The  year  began  with  the  nation  on  the  eve  of  the  ground 
war  in  the  Gulf.  The  16th  of  January  saw  the  start  of 
several  weeks  of  intense  aerial  bombardment,  which  set 
the  stage  for  ground  forces  that  began  the  shortest,  most 
explosively  successful  and  least  cosdy  war  in  our  history. 
That  military  triumph  and  the  short-lived  economic  re- 
covery that  followed  were  marred  by  our  failure  to  finish 
the  task.  Saddam  Hussein,  expelled  from  Kuwait,  remains 
in  power  in  Iraq,  defying  the  United  Nations'  order  for 
the  payment  of  damages  to  Kuwait  and  implicidy  threat- 
ening nuclear  attacks  against  the  civilized  nations  that 
came  within  three  days  of  crushing  him. 

Kuwait,  aided  by  the  technological  skills  of  America, 
Canada  and  eight  other  nations,  has  revived  her  oil 
industry*  three  years  sooner  than  predicted  but  contin- 
ues to  suffer  from  the  worst  environmental  crime  in 
history.  Our  decisive  and  effective  action  in  the  Gulf 
enabled  us  to  assemble  nations  of  the  Mideast  for  a 
reasonably  promising  start  to  Mideast  peace  negotia- 
tions. This  again  proves  that,  when  required,  strong, 
decisive  military  action  can  lead  to  greater  progress  at 
the  negotiating  tables  than  can  any  other  single  factor. 
But  that  kind  of  military  action,  which  frequently  must 
be  undertaken  on  very  short  notice,  can  work  only  if  we 
keep  ourselves  militarily  strong  and  disregard  the  clam- 
or for  politically  more  popular  spending. 

A  Democratic  First 

Speaking  of  which,  the  Sam  Nunn  Prize  for  Clumsiest 
Attempts  to  Please  Everyone  went  to  Nunn  and  Con- 
gressman Les  Aspin  for  their  attempts  to  take  SI  billion 
from  the  defense  budget  and  give  it  to  a  then-perceived 
popular  cause — helping  the  former  U.S.S.R.  After  several 
frantic  changes  that  included  various  dubious  items — 
constructing  a  model  farm  to  show  the  Russians  how  to 
raise  crops,  retraining  Soviet  soldiers,  helping  the  Soviets 
to  demolish  nuclear  weapons  (if  they  do  not  know  how  to 
demolish  the  weapons  they  are  still  building,  we  are  in 
more  trouble  thajfwe  thought)  and,  finally,  allowing  the 
Defense  Department  to  help  the  Soviets  as  it  wished — the 
idiocy  was  fortunately  abandoned,  "because  the  White 
House  would  not  support  it." 

Would  that  other  items  in  the  Democratic  agenda  could 
be  disposed  of  so  easily.  This  must  be  the  first  time  a 
Democratic  proposal  has  been  dropped  because  a  Republi- 


can President  would  not  back  it.  However,  its  demise  did 
not  go  unnoticed:  Our  new  ambassador  to  the  former 
Soviet  Union  strongly  condemned  the  Congress  for  not 
passing  it.  He  gratuitously  added  that  this  was  a  splendid 
time  for  American  investments  in  the  chaotic  land  to  which 
he  is  accredited.  That  had  to  be  one  of  the  quickest  and 
most  severe  cases  of  Clientitis  in  the  history-  of  the  State 
Department.  Food  aid  is  of  course  necessary'  and  we  should 
give  it,  provided  it  will  actually  reach  hungry-  people. 

Meanwhile,  our  policy  of  trying  to  shore  up  the  totter- 
ing Gorbachev  and  to  limit  the  wreckage  of  the  old  Soviet 
Union  continues,  leading  us  to  be  viewed  with  some 
puzzlement  by  the  republics,  which  are  struggling  to  be 
free  and  to  set  in  place  the  true  and  radical  economic 
reform  continuously  opposed  by  Gorbachev.  With 
Ukraine  out  of  the  union,  there  is  at  last  real  hope. 

Pocketbook  Concerns 

But  U.S.  voters  seem  far  more  concerned,  as  always, 
about  domestic  matters  that  affect  their  pocketbooks 
than  about  large  global  issues.  There  seems  to  be  a  rare 
agreement  among  economists  that  the  economy  is  basi- 
cally strong.  What  is  needed,  they  feel,  is  a  large  and  quick 
injection  of  confidence  to  lure  investment  capital  off  the 
sidelines  and  into  the  fray  where  it  could  produce  far 
more  jobs  than  could  any  government  program. 

There  is  also  very-  general  agreement  that  the  sort  of  tax 
cut  which  would  encourage  such  investment  is  one  of  the 
best  remedies.  But  the  public  knows  that  no  matter  how- 
many  tax  cuts,  or  how  deep,  may  be  proposed  by  the 
President,  the  Congress  would  debate  the  matter  for 
several  months,  with  the  most  likely  outcome  a  tax  increase 
for  those  who  might  have  invested  in  job-producing 
activities.  Would  that  Congress  would  apply  the  super- 
speed  to  a  meaningful  tax  cut  that  it  can  employ  when  a 
really  bad  idea  is  proposed,  like  forcing  a  reduction  in 
credit  card  interest.  That  passed  the  Senate,  without 
hearings  or  debate,  in  about  the  time  it  takes  to  call  the  roll. 

But  the  year's  end  is  a  time  for  thanksgiving.  Despite  all 
the  problems  since  the  end  of  the  Gulf  war,  we  should  not 
forget  the  magnificent  work  of  the  men  and  women  of 
our  armed  forces  and  the  splendid  performance  of  our 
weapons  and  our  allies.  Revisionist  history-  may  turn  it 
into  a  defeat,  but  for  now  let  us  give  thanks  to  all  who 
fought  to  defeat  aggression.  ■■ 
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Europe's  rising  rates  will  be  good  for  U.S.  trade 


EUROPE'S  MAJOR  ECONOMIES  are  slowing  and 
unemployment  is  rising  sharply.  It's  a  bad  mo- 
ment for  Europe's  main  central  banks,  led  by 
Germany's  powerful  Bundesbank,  to  be  raising 
interest  rates.  But  instead  of  following  the 
U.S.  Federal  Reserve,  which  is  cutting  rates  to 
spur  growth  (see  chart),  the  trend  in  Europe  is 
rising  rates. 

In  Europe's  major  economies,  the  real  inter- 
est rate — the  prime  lending  rate  minus  the  rate  of 
consumer  price  inflation — is  headed  back  to  an 
average  of  around  8%.  The  German  Bundesbank, 
which  seems  likely  to  raise  rates  further,  has 
already  lifted  real  German  rates  to  7.8%. 

The  reason  for  these  high  rates  is  clear 
enough.  To  counter  the  inflationary  effects  of  a 
massive  budget  deficit  being  run  to  finance 
the  rebuilding  of  former  East  Germany,  the 
German  Bundesbank  is  squeezing  hard.  To 
keep  their  currencies  within  the  exchange  rate 
bands  prescribed  in  the  European  Monetary 
System,  other  European  countries  have  no 
choice  but  to  hike  their  interest  rates,  too.  In 
France,  even  though  inflation  is  down  (to  2.5%) 
and  unemployment  up  (to  around  10%),  the 
central  bank  recently  raised  rates.  Likewise  Italy. 

In  Britain  real  rates  are  currently  close  to 
8%.  The  British  government,  already  threatened 
by  prolonged  recession,  would  like  to  cut  rates 
but  can't  without  risking  a  serious  pounding  of 
the  pound. 

Japanese  growth  remains  high  (around  5%) 
and  inflation  (now  2.7%)  has  begun  to  rise.  To 
prevent  the  yen  from  falling  against  the  dollar, 
Japan's  central  bank  has  been  pushing  up  inter- 
est rates.  But  so  strong  are  the  political  pres- 
sures in  the  U.S.  to  cut  rates  again  that  the  dollar 
is  likely  to  weaken  against  the  Japanese  and 


Real  interest  rates 
10% 

9 


85         '86 
Source:  Datastream 


Just  under  two  years  ago  U.S.  real  interest  rates 
were  on  par  with  Germany's  and  higher  than  Ja- 
pan's. Now  U.S.  rates  are  below  them  both. 


European  currencies  no  matter  what  our  part- 
ners' central  banks  do. 

Assuming  the  European  and  Japanese 
economies  don't  turn  too  soft,  the  weaker  dollar 
will  help  U.S  growth  next  year  by  boosting 
exports.  Japan's  trade  surplus  with  the  U.S.  has 
been  growing  a  bit  again  recendy;  a  stronger 
yen  will  help  contain  that.  The  U.S.'  trade  sur- 
plus with  Western  Europe  (now  running  at 
close  to  $14  billion  a  year)  will  be  helped  by  a 
lower  dollar,  despite  slower  growth  in  Europe. 
According  to  the  Organization  for  Economic 
Cooperation  &  Development,  U.S.  labor 
costs  now  average  around  70%  of  those  in  Eu- 
rope, further  boosting  U.S.  competitiveness. 

-Peter  Fuhrman 


Return  of  the  investment  tax  credit? 


> 


The  investment  tax  credit,  dumped  as  too 
costly  in  the  1986  tax  reform  package,  is  sud- 
denly reemerging  in  Washington  as  a  candi- 
date to  help  spur  growth.  The  Democrats  have 
latched  on  to  the  idea  as  an  alternative  to 
cutting  capital  gains  taxes.  The  itc  has  some 
strong  White  House  support,  too. 

Three  versions  are  being  tentatively  dis- 
cussed. The  most  unlikely  is  a  reintroduction  of 
a  straight  10%  ITC  of  the  sort  eliminated  in 
1986.  In  budgeting  terms,  this  would  cost 
around  $25  billion  a  year  and  is  therefore  a 
nonstarter  no  matter  how  much  revenue  it 
might  eventually  generate. 

One  alternative  would  limit  the  investments 
subject  to  the  credit  to  "productive  equipment" 


such  as  machine  tools  and  computers.  The 
other  alternative  would  make  the  ITC  more  like 
the  recently  reinstated  credit  for  research  and 
development.  The  R&D  credit  is  incremental,  be- 
ing paid  only  on  the  extra  spending  by  a  compa- 
ny over  the  average  spent  between  1984  and 
1988.  The  calculations  have  yet  to  be  done  as 
to  how  much  this  would  cut  an  itc's  cost. 

The  itc  is  a  very  efficient,  if  expensive,  fiscal 
pump  primer  a  year  after  it  is  introduced,  says 
economist  Allen  Sinai  of  the  Boston  Company 
Economic  Advisors.  But  itcs  are  usable  immedi- 
ately only  by  companies  making  a  profit.  Histo- 
ry also  shows  that,  once  in  place,  it  is  difficult  to 
eliminate,  turning  its  pump-priming  efficiency 
into  a  permanent  budget  drain.  Wk 
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The  Forbes  Index  (1967=100) 
210 

Current  188.4* 

200  Previous  187.81 

Percent  change         0.3% 

190 


*  Preliminary  tRevised 

77  78   79   '80   '81    '82   '83   '84   '85   '86   '87   '88   '89   '90  '91 


With  mounting  layoffs  and  another  rise  in  initial  unem- 
ployment claims,  wages  and  salaries  fell  0.2%  in  October. 
Transfer  payments  (i.e.,  Social  Security  and  unemploy- 
ment insurance)  made  up  over  16%  of  total  personal 
income  in  October,  a  level  unmatched  in  recent  historv. 
But  there  were  a  few  positive  economic  signs.  For  the  first 
time  in  20  months,  housing  starts  came  in  higher  than  for 
the  same  month  last  year.  New  orders  for  durable  goods 
increased  3%  from  September  to  October,  but  thev're  still 
5.4%  below  October  1990. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

7.5% 
-11.9% 

Auto  sales  year  to  date  vs  1 990' 

Ward's  Automotive 

Index  of  leading  indicators  Sept  vs  Aug 

Dept  of  Commerce 
Oept  of  Commerce 

-0.1% 

-$75  b.l 

0.3% 

2.4% 

0.2% 

Trade  balance  12  months  ended  Sept  1991 

All-commodity  producer  price  index  Oct  vs  Sept2 

Dept  of  Labor 

GNP  3rd  quarter  vs.  2nd — annualized  growth 
M2  (3-month  change) — annualized  growth3 

Oept  of  Commerce 
Federal  Reserve 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  11/20/91. 2  Wholesale  goods. 3  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  mafket  funds. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Services     •    Total  index 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories      •     New  orders 


270 


210 


Manufacturers'  new  orders  and  inventories 
($billions).  seasonally  adjusted  (Dept  or  Commerce) 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


125 


100 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


2820 


2760 


2700 


2640 


Personal  income  • 

disbursements,  seasonally  adjusted  (Dcgt  of  Cm 


550 


475 


155 


400 


New  unemployment  claims  .ivcuge  for  month 
•i>v  adjusted  (Oept  of  Labor) 


Retail  sales  ($billions), 

;ted  (Dept  ol  Cm 


740 

I 


710 


1 


Consumer  installment  credit  it  n«o)  tot*. 
sMsonairv  adjusted  (federal  Reserve) 
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"TEN  YEARS  AGO, OUR  LOVE  BECAME  LEGAL. 
THIS  ANNIVERSARY,  I'M  BREAKING  ALL  THE  RULE' 


■  -.  MMHMi 


THE  DIAMOND  ANNIVERSARY  BAND 


Suggested  retail  price  tor  rings  $2.000- $4,500 

For  more  information,  call  800-777-8220. 
i 


This  year,  It'll  her  youd  marry  her  all  over  again. 


//  diamond  is  forever. 


TV  and  the  other  mass  media  produce  images  of 
America  that  differ  sharply  from  the  American  reality. 
Are  the  mediamakers  simply  projecting  their  own 
biases  on  news  and  entertainment? 

TVs  killer 
businessmen 


By  Peter  Brimelow 

IT'S  NO  USE  a  visiting  journalist  hoping 
to  interview  Robert  Lichter  in  one  of 
K  Street's  famous  expense-account 
lobbyists'  luncheries.  The  43-year- 
old  codirector  of  the  Washington, 
D.C. -based  Center  for  Media  &  Pub- 
lic Affairs  recendy  developed  a  lactose 
intolerance  and  prefers  to  discourse 
happily  about  the  media's  peculiari- 
ties over  an  austere  cafeteria  muffin. 

The  fare  Lichter  serves  up,  howev- 
er, is  rich.  Since  1987,  with  his  wife 
and  fellow  codirector,  Linda,  he  has 
worked  full  time  applying  the  social 
science  technique  called  "content  an- 
alysis" to  network  television  and  the 
national  press.  The  result  is  food  for 
thought — and  some  heartburn. 

Thus,  the  Lichters  recendy  pointed 
out  that  opinion  polls  showed  women 
supporting  Supreme  Court  nominee 
Clarence  Thomas  by  about  two  to 
one,  little  different  from  men.  Yet  this 
fact  was  not  reflected  in  media  cover- 
age, where  the  issue  became  a  batde  of 
the  sexes.  Network  newscasts  had 
women  interviewees  favoring  Anita 
Hill  three  out  of  four  and  opposing 
Thomas  two  out  of  three. 

One  reason  for  this  anomaly,  sug- 
gest the  lichters:  Surveys  of  media 
professionals  have  revealed  that  the 
increasing  numbers  of  women  jour- 
nalists are  even  more  disproportion 
ately  liberal,  relative  to  the  general 
population,  than  the  men.  Signiti 
candy,  the  Center's  Media  Monitor 
newsletter  h.is  noted  that  abortion 
stones  by  women  journalists  typically 
quote  a  majority  of  pro  abortion 
sources   Men  .ue  more  balanced. 

Statistics  .ire  the  core  of  the  I.ich 


ters'  method.  Both  Ph.D.s  (his,  gov- 
ernment from  Harvard;  hers,  sociolo- 
gy from  Columbia),  they  met  while 
working  on  a  massive  study  of  elites 
and  social  change.  The  study  was 
initiated  by  Stanley  Rothman,  direc- 
tor of  the  Center  for  the  Study  of 
Social  &  Political  Change  at  Massa- 
chusetts' Smith  College. 

Rothman  had  a  theory,  which  he 
traces  back  to  Joseph  Schumpeter 
(Forbes,  May  23, 1983)  and  beyond, 
that  key  elite  groups  in  the  U.S.,  such 
as  educators  and  civil  servants,  were 
becoming  systematically  hostile  to  the 
very  economic  system  that  pays  them. 
These  groups  are  sometimes  de- 
scribed as  the  "New  Class,"  although 
Rothman  has  scholarly  scruples  about 
the  term.  He  also  surmised  that  the 
mass  media  play  a  vital  role  in  coordi- 
nating the  groups  in  this  class.  And  he 
thought  this  could  be  measured. 

It  could.  The  first  Rothman - 
Lichter  elite  study,  The  Media  Elite 
( Adler  &  Adler,  1986),  demonstrated 
through  polling  that  the  American 
major  media  were  run  by  a  surprising- 
ly homogeneous  group:  upper- mid- 
dle-class, northeastern  urbanites  who 
professed  no  religion  except  a  politi- 
cal liberalism  sharply  more  intense 
than  in  the  population  at  large.  ( From 
1964  to  1976,  for  example,  the  pro- 
portion ot  media  leaders  voting  tor 
Democratic  presidential  candidates 
never  dropped  below  80%,  30  to  45 
percentage  points  above  the  overall 
electorate.  Through  content  analv 
sis,  the  Rothman  I  ichter  team  was 
then  able  to  trace  the  effect  oftfM 
values  in  the  coverage  of  issues  like 


nuclear  power  and  the  oil  cri 

This  year  the  Lichters  have  again 
collaborated  with  Rothman  to  p 
duce  Watching  America:  Wlwt  Tele- 
vision Tells  Us  About  Our  Lives  Pren- 
tice Hall,  1991  |.  Again,  a  poll  of  key 
television  writers,  producers  and  e\ 
ecutives  revealed  a  tightly  homo, 
ncous    group    o\    highly    educatl 
secularized  urbanites.  They  were  a 
virtually  all  white  males,  over  half 
Jewish.'    Again,   their   political   atti 
tudes  w  ere  sharplv  to  the  left  of  Amer- 
icans generally  but  strikingly  similar 
to  the  rest  of  the  New  (. 

fa  trace  the  effect  o\  all  thi- 
programming,  the  authors  then  ana 
lv/cd  a  cross  section  comprising  some 

620  r>   entertainment  shows  aired 

between    1955   ^n^    lg$o  and   now 

red  in  the  Library  of  Congn 
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ture"  (and  hence  "authoritative") 
30-to-59-year-old  adults. 

Similarly,  it  is  perhaps  unsurprising 
that  whereas  fbi  statistics  indicate  that 
about  half  of  America's  murders  are 
committed  by  blacks,  in  TV-land  the 
proportion  is  around  3%.  Instead, 
90%  of  TV  murderers  are  white,  with 
seven  out  of  ten  from  "a  generic 
northern  European  background." 
But  why  does  one  out  of  every  four  TV 
Hispanics  commit  a  crime,  including 
twice  as  many  murders  as  any  other 
identified  ethnicity? 

Which  is  still  better  than  business- 
men. Although  they  make  up  only 
about  8%  of  TV  characters,  business- 
men are  responsible  for  about  a  fifth 
of  all  TV  crimes  and  a  third  of  the 
murders — considerably  more  mur- 
ders, in  fact,  than  TV's  professional 
criminals.  And  an  extraordinary  one 
in  three  of  the  crimes  committed  by 
TV  businessmen  are  violent. 

The  TV  elite  clearly  thinks  Forbes 
readers  are  a  pretty  desperate  crew. 
Only  37%  of  businessmen  on  TV  in  the 
period  surveyed  played  positive  roles, 
compared  with  45%  negative  and  the 
rest  neutral.  Characters  in  all  other 
occupations  came  out  2-to- 1  positive. 

A  common  industry  excuse  is  that 
TV  is  merely  continuing  popular  art's 
long-standing  hostility  to  business — 
witness  novelists  like  Upton  Sinclair 
and  Sinclair  Lewis.  But  this  can't  ex- 
plain why  TV's  bad  businessmen  have 
been  getting  badder  each  decade. 

Business  bashing  is  also  sometimes 


video  archive. 

The  results  are,  perhaps,  predict- 
able— with  some  twists.  "Television's 
America  may  once  have  looked  like 
Los  Angeles'  Orange  County  writ 
large — Waspish,  businesslike,  reli- 
gious, patriotic  and  middle  class," 
write  the  authors.  "Today  it  better 
resembles  San  Francisco's  Marin 
County — trendy,  self- expressive,  cul- 
turally diverse  and  cosmopolitan." 

But  the  new  vision  of  America  is  at 
least  as  unreal  as  the  old.  Thus  71%  of 
shows  supported  feminist  arguments 
and  only  7%  were  <*ritical.  But,  despite 
this  lip  service  to  feminism,  the  actual 
practice  of  television  is  virtually  un- 
changed over  three  decades:  Female 
adult  characters  are  twice  as  likely  as 
men  to  be  under  30;  women  supply 
only  one  in  five  of  television's  "ma- 
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Mass  media 

rationalized  on  the  grounds  that 
Americans  are  traditionally  inclined 
to  question  authority  figures.  But  the 
most  obvious  establishment  figures, 
corporate  executives,  have  been  treat- 
ed (relatively)  kindly  compared  with 
small  businessmen,  although  both 
finished  the  period  in  bad  shape. 

The  specific  allegations  TV  makes 
about  business  unmistakably  reflect  a 
fundamental  aversion:  greed  (busi- 
nessmen began  the  period  three  times 
as  greedy  as  others  and  finished  it  ten 
times  as  greedy),  corruption  (occur- 
ring more  in  the  last  decade  studied 
than  in  the  previous  two  combined) 
and  abusive  power  over  government 
(over  60%  of  occurrences  since  1975). 

The  implication,  write  the  authors: 
"Business  at  best  serves  no  useful 
social  function  and  at  worst  is  a  threat 
to  a  humane  social  order." 

Whence  comes  this  business-bash- 
ing bias?  Perhaps  the  television  elite 
just  naturally  assumes  that  all  busi- 
nessmen behave  like  Hollywood  stu- 
dio executives — or  TV  types  and  their 
agents  at  contract  time. 

But  Rothman  and  the  Lichters  sus- 
pect these  values  are  sociologically 
derived.  Thus,  in  dramatic  contrast  to 
its  treatment  of  businessmen,  televi- 
sion gives  overwhelmingly  positive 
coverage  to  professionals  like  doctors, 
lawyers,  teachers  and  social  workers — 
on  the  face  of  it  a  clear  case  of  New 
Class  bias  at  work.  Further  evidence  is 
television's  relative  lack  of  interest  in 
blue-collar  unionized  workers. 

Stanley  Rothman  is  now  complet- 
ing the  concluding  volume  of  the 
series,  Elites  in  Conflict:  Social 
Change  in  America  Today.  He  be- 
lieves that,  as  his  elite  groups  increas- 
ingly collide  with  other  Americans, 
serious  trouble  is  inevitable. 

But  Robert  Lichter  thinks  the  me- 
dia may  be  "ripe  for  change."  They 
are  so  tar  out  of  line  with  general 
public  values  and  attitudes  that  com- 
petitive pressures  might  cause  some 
thing  to  give. 

Meanwhile,  he  [Mans  to  apply  eon 
tent  analysis  to  media  treatment  of 
issues  like  global  wanning  and  cancer. 
1  lc  also  intends  to  use  it  to  help  clients 
understand  then  public  relations 
problems  and  how  to  atlect  them. 

And  his  favorite  show   is   Xortlirrn 
I  Kposure.  At  least,  he  says,  it  manipu 
lates  you  in  a  sophisticated  way,     h 
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Natural  gas  may  be  in  huge  oversupply  in  the  U.S., 
but  Asia  is  greedy  for  every  bit  it  can  get. 

Preferred  fuel 


By  Andrew  Tanzer 

If  reminder  were  needed  that  the 
Middle  East  is  a  less  than  dependable 
source  of  oil,  the  Gulf  war  reminded 
Asian  countries  of  that  uncomfortable 
fact.  "The  war,"  says  Sumihiko  Shi- 
moyama,  a  manager  in  Mitsubishi 
Corp.'s  liquefied  natural  gas  (lng) 
department,  "reconfirmed  the  neces- 
sity of  a  stable  energy  supply." 

Natural  gas,  as  a  substitute,  thus  has 
gotten  a  mighty  boost.  Gas-rich 
countries  such  as  Indonesia  and  Ma- 
laysia are  sweetening  the  tax,  gas  pric- 
ing and  production -sharing  incen- 
tives for  oil  majors  like  Royal  Dutch/ 
Shell,  Exxon  and  bp  to  develop  their 
natural  gas  resources.  East  Asia,  de- 
veloping at  a  furious  pace,  is  thirsty  for 
oil,  with  demand  growing  6%  a  year. 
Gas  consumption  is  growing  even 
faster.  Shankar  Sharma,  an  energy 
specialist  at  Singapore's  Institute  of 
Southeast  Asian  Studies,  estimates 
consumption  of  natural  gas  will  bal- 
loon 15%  a  year  in  the  1990s. 

Natural  gas  is  more  expensive  than 
oil  to  produce  and  transport.  But 
Asian  governments  believe  that  its 
relative  abundance  and  contribution 


to  energy  security  justify  the  highei 
costs.  And  there  is  plenty  of  it.  The  big 
producers  of  lng  in  the  region  are 
Indonesia,  which  will  earn  S4  billion 
this  year  from  liquefied  natural  gas 
exports,  Malaysia,  Brunei  and  Austra- 
lia. The  major  users  are  lapan,  which 
accounts  for  about  70%  of  the  world's 
lng  imports,  South  Korea  and  Tai- 
wan. In  South  Korea,  where  oil  im- 
ports have  been  rising  20%  a  year,  the 
government  forecasts  lng  imports 
will  jump  from  2.5  million  tons  in 
1991  to  12  million  tons  in  2000. 

The  Green  movement  has  spread  to 
Asia,  and  Greens  prefer  natural  gas  to 
oil.  Meanwhile,  antinuclear  fanatics 
have  brought  lapan's  and  Taiwan's 
ambitious  nuclear  power  programs 
almost  to  a  halt,  but  the  antinukes 
don't  dislike  natural  gas.  During  this 
decade,  deliveries  of  natural  gas  by 
pipeline  across  borders  will  com 
mence  in  Asia.  The  first  of  these  pipe 
lines,  expected  to  start  operations  in 
1993,  will  run  from  an  Exxon-devel- 
oped gas  field  off  the  east  coast  of 
peninsular  Malaysia  to  Singapore. 
This  pipeline,  which  also  supplu 
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Storage  tanks  for 
liquefied  gas  in  Japan 
Asian  consump- 
tion of  natural  gas 
will  rise  15%  a 
year  in  the  1990s. 
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to  Malaysian  industry  and  power 
plants,  may  in  time  be  extended 
northward  to  carry  gas  to  Thailand. 
Singapore  is  also  considering  piping 
in  gas  from  a  Conoco -developed  field 
in  Indonesia.  Hong  Kong  may  import 
gas  from  an  Arco-operated  field  near 
China's  Hainan  Island. 

Still,  most  of  the  focus  will  be  on 
liquefying  natural  gas  and  transport- 
ing it  to  consumers  by  lng  tanker. 
LNG  projects  are  hugely  capital-inten- 
sive, complex  and  take  years  to  devel- 
op. The  liquefaction  plants,  or 
"trains,"  which  chill  the  gas  to  -162 
degrees  centigrade  to  liquefy  it,  today 
cost  $1  billion  for  a  2-million-ton-a- 
year  operation.  The  special,  insulated 
lng  ships  cost  $250  million  to  $300 
million  each.  Because  of  the  enor- 
mous costs,  lng  supply  contracts  usu- 
ally run  at  least  20  years. 

The  first  LNG  project  in  Asia,  in 
Brunei  in  the  1970s,  was  a  fairly  small 
joint  venture  among  Mitsubishi,  Roy- 
al Dutch/Shell  and  the  Brunei  gov- 
ernment. But  now  some  projects  are 
becoming  huge.  For  instance,  Austra- 
lia's North  West  Shelf  project,  a  con- 
sortium including  Shell,  BP,  Chevron, 
bhp,  Mitsubishi  and  Mitsui  &  Co., 
will  cost  $8  billion  by  the  time  it 
reaches  its  initial  full  capacity  of  7 
million  tons  a  year  in  1995.  The 
biggest  LNG  producer  is  Indonesia, 
whose  remote  gas  fields  were  devel- 
oped by  Mobil,  Unocal  and  Indone- 
sian state -owned  Pertamina,  among 
others.  And  Mitsubishi,  Shell  and 
Malaysia's  state-owned  Petronas  have 
cooperated  to  develop  fields  in  Ma- 
laysia's eastern  Sarawak  state. 

Already  analysts  are  predicting  an 
LNG  shortage  starting  in  the  latter  half 
of  the  1990s.  Filling  the  gap  will 
require  at  least  one  more  LNG  mega- 
project.  There  are  three  candidates, 
any  one  of  which  would  cost  at  least 
$10  billion:  Indonesia's  giant  Natuna 
Sea  gas  fields,  which  would  be  devel- 
oped by  Exxon;  Alaskan  North  Slope 
fields  operated  by  Exxon,  Arco  and 
bp;  or  the  Russian  Republic's  mam- 
moth Sakhalin  Island  fields,  whose 
gas  could  possibly  *oe  piped  to  Japan 
and  South  Korea.  This  could  be  good 
news  for  economically  hard-pressed 
Russia:  The  Indonesian  gas  is  carbon 
dioxide -ridden  and  U.S.  environ- 
mental "activists"  are  likely  to  tie  up 
Alaskan  development.  B 


If  the  Supreme  Court  decides  against  the  tobacco 
industry,  it  could  be  a  good  time  to  buy  the  stocks. 

Just  smoke 


By  Leslie  Spencer 

What  has  been  billed  as  the  most 
important  business  issue  facing  the 
Supreme  Court  this  term  comes  up 
for  argument  on  a  rehearing  next 
month.  The  case  is  Cipollone  v.  Lig- 
gett, Philip  Morris  and  Loews  Corp. 
The  issue  is  whether  Congress  intend- 
ed to  preclude  state  tort  claims  alleg- 
ing inadequate  health  warnings  when 
it  passed  the  1965  act  requiring  that 
cigarette  packs  display  the  U.S.  Sur- 
geon General's  warning. 

Theoretically,  a  ruling  against  the 
tobacco  companies — and  for  states' 
rights — could  release  millions  of 
smoker  claims  into  the  state  court 
systems,  exposing  the  big  cigarette 
firms,  by  one  estimate,  to  at  least 
$100  billion  in  potential  liabilities. 
Hello,  Chapter  11? 

Not  necessarily.  Even  if  the  High 
Court  rules  against  the  industry,  the 
result  likely  won't  be  the  litigation 
bonanza  that  antismoking  activists 
and  plaintiffs'  lawyers  are  hoping  for. 
Here's  why: 

Rose  Cipollone,  a  lifetime  heavy 
smoker,  filed  her  now  legendary  tort 
case  in  Newark,  N.J.'s  federal  district 
court  in  1983,  the  year  before  she 
died  of  lung  cancer.  Her  lawyers  won, 
but  in  1988  the  Third  Circuit  Court 
of  Appeals  set  aside  a  $400,000  ver- 
dict awarded  to  her  husband  and 
threw  out  the  case.  It  ruled  that  the 
federal  Cigarette  Labeling  &  Adver- 
tising Act  of  1965  preempts  state  tort 
claims  alleging  that  cigarette  makers 
failed  to  adequately  warn  of  the  health 
hazards  of  smoking. 

The  sole  issue  before  the  Court 
next  month  will  be  preemption,  an 
idea  rooted  in  Article  VI  of  the  Con- 
stitution: When  state  and  federal  law 
conflict,  the  latter  controls.  Why  has 
this  case  reached  the  Supreme  Court? 
Because,  like  so  much  federal  legisla- 
tion, the  cigarette  labeling  law  only 
obliquely  conflicts  with  state  law, 
leaving  courts  to  decide  what  Con- 


gress intended.  In  such  cases,  the 
benefit  of  the  doubt  goes  to  the  states. 

The  specific  problem  here  is  that 
the  preemption  clause  of  the  labeling 
act  is  silent  on  the  issue  of  state  tort 
claims  and  can  be  interpreted  either 
way.  The  tobacco  industry  argues  a 
states'  rights  decision  would  effective- 
ly impose  on  them  the  impossible  task 
of  satisfying  a  hodgepodge  of  state 
labeling  requirements.  Plaintiffs  say 
that  whatever  the  wording,  smokers 
are  entided  to  damages  if  the  jury 
finds  the  label  didn't  adequately  alert 
consumers  to  smoking's  dangers. 

In  trying  to  sort  this  out,  the  Su- 
preme Court  could  well  favor  the 
rights  of  states — and  those  of  the 
cigarette  plaintiffs — if  recent  deci- 
sions are  any  guide.  Last  term  the 
Supreme  Court  seemed  to  be  making 
noises  that  it  wasn't  any  longer  going 
to  let  Congress  get  away  with  vague 
laws  that  left  too  much  interpretation 
to  the  courts. 

For  instance,  in  Wisconsin  v.  Mor- 
tier,  a  preemption  case  involving  pes- 
ticide regulation  decided  last  spring, 
the  Supreme  Court  opened  the  opin- 
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ion  of  its  unanimous  decision  against 
preemption  by  stressing  that  congres- 
sional intent  to  override  state  laws 
must  be  "clear  and  manifest."  In 
other  words,  unless  Congress  clearly 
intended  to  override  state  laws,  then 
state  laws  would  continue  to  apply. 
Because  the  law  requiring  labeling  of 
cigarettes  was  vague  in  that  respect, 
the  Court  could  rule  in  Cipollone  v. 
Liggett  that  state  law  applies  and  that 
the  plaintiffs  can  sue. 

But  there  are  precedents  going  the 
other  way,  too.  In  addition  to  the 
Third  Circuit,  four  other  federal 
courts  of  appeal  have  ruled  that  the 
federal  cigarette  labeling  act  does  pre- 
empt common  law  tort  claims.  To  do 
otherwise,  the  courts  said,  would 
force  the  companies  to  comply  with  a 
variety  of  state -based  labeling  stan- 
dards— precisely  what  the  federal  la- 
beling act  intended  to  avoid.  The 
Supreme  Court  could  decide  to  fol- 
low that  line  of  reasoning. 

But  even  if  the  Court  decides  that 
Congress  never  intended  to  stop  Rose 
Cipollone  and  others  like  her  from 
filing  tort  claims,  the  cigarette  compa- 
nies won't  necessarily  be  sunk.  Why? 
Because  the  plaintiff  lawyers'  favorite 
allegation — that  the  industry  failed  to 
warn  of  smoking's  health  risks — is 
inherently  weak. 

Since  1954,  when  the  first  cigarette 
liability  case  was  filed,  no  plaintiff  has 
won  damages  alleging  failure  to  warn. 
Juries  tend  to  recognize  the  wide 
public  knowledge  of  smoking's  health 
risks  and  conclude  that  the  sick  plain- 
tiff assumed  the  risk  by  choosing  to 
smoke.  In  the  Cipollone  verdict,  the 
jury  decided  Rose  Cipollone  was  80% 
responsible  for  her  own  death. 

Already,  Wall  Street  has  put  a  price 
tag  on  the  outcome.  How  much  of 
the  relatively  low  multiple  that  ciga- 
rette company  stocks  are  selling  at  is 
accounted  for  by  concern  over  liabil- 
ity? First  Boston's  tobacco  analyst 
Rebecca  Barfield  thinks  that  if  the 
Supreme  Court  rules  in  favor  of  pre- 
emption, the  stocks  could  go  up  25%, 
to  sell  at  the  market  multiple. 

However,  if  the  ( ourt  finds  there  is 
no  preemption,  Barfield  thinks  the 
stocks  may  drop  another  10%,  but  the 
20%  annual  growth  projections 
would  inevitably  push  the  stocks  back 
up.  Lots  of  smoke  for  cigarette  coin 
panics,  but  not  much  tire.  M 


With  $2  billion  from  its  new 
Taiwanese  investors,  McDonnell  Douglas 
may  at  last  be  able  to  develop 
the  family  of  planes  it  needs. 

A  partner  at  last? 


By  Howard  Banks 


McDonnell  Douglas'  long-range  MD-11 

Without  new  aircraft  programs,  airlines  may  cancel  their  orders. 


John  McDonnell,  chairman  of  Mc- 
Donnell Douglas,  has  made  his  fami- 
ly's boldest  play  yet  to  keep  his  com- 
pany in  the  civil  airliner  business.  He's 
talking  of  selling  40%  of  Douglas' 
Long  Beach,  Calif,  operation  for  $2 
billion  to  the  Taiwan  Aerospace 
Corp.,  which  has  financial  backing 
from  the  Taiwan  government. 

Despite  the  publicity,  however,  this 
is  anything  but  a  done  deal.  Even  if  a 
general  agreement  is  achieved  on 
time,  by  the  end  of  January,  there  will 
be  many  months  of  tricky  negotia- 
tions to  follow. 

This  is  make-or-break  time  for  Mc- 
Donnell Douglas'  civil  aviation  busi- 
ness. If  the  company  cannot  go  far- 
ward  with  new  aircraft  programs,  then 
airlines  that  have  ordered  its  existing 
types,  especially  the  long-range  MD 
11,  will  likely  switch  to  Boeing  or 
Europe's  Airbus  Industrie.  Douglas 
has  already  had  to  reduce  planned 
production  rates  for  1992,  partly  be 
cause  orders  have  been  canceled  (by 
Air  Europe  and  Singapore  Airlines, 
far  example)  or  failed  to  materialize. 

If  the  deal  closes,    Taiwan   Aero 
space  Corp.'s  $2  billion  investment 


will  give  McDonnell  the  chance  to  go 
forward,  but  it  will  not,  by  itself,  meet 
McDonnell's  goal  of  becoming  fully 
competitive  in  the  civil  business. 
About  $1  billion  of  that  injection 
would  be  used  to  pay  back -taxes  to 
the  IRS  and  to  cover  anticipated 
writedowns  on  the  C-17,  A- 12  and 
T-45  military  programs. 

Any  reckoning  of  the  chances  of  the 
joint      Douglas-Taiwan      operation 
should  start  with  the  MD- 1 2  program 
that  this  operation  is  being  created  to 
build.  The  MD-12  will  be  an  all  new  . 
long-range  design  intended  to  com 
pete  with  Boeing's  747.  launching 
the  plane  will  require  oearly  $9  bil 
lion — an  initial  investment  o\  around 
$4.5  billion  for  design  mu\  develop 
ment,  plus  about  the  same  again  to 
get  the  plane  into  full  production. 

In    .m    extraordinarily    ambitious 
move,  Taiwan  Aerospace  also  plans  to 
build   the    MP  L2's   wings     Tin- 
much  more  complex  than  it  sounds 
Only  a  handful  of  aerospace  compa 
nies  make  large  wings  successfully  and 
profitably  Boeing,  Textron. 

McDonnell's  Canadian  plant  and 
British  rVerospw 
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Even  assuming  all  goes  well  with 
the  MD-12,  more  money,  lots  of  it, 
will  soon  be  needed.  The  lesson  that 
Boeing  has  taught — and  that  state- 
financed  Airbus  has  skillfully 
learned — is  that  success  in  the  airliner 
business  requires  selling  a  family  of 
planes,  one  in  each  size  and  range. 
Boeing's  range  covers  a  dozen  major 
market  segments,  Airbus'  range 
around  eight. 

Today  McDonnell  covers  two  seg- 
ments: the  long-haul  350-seat  market 
with  the  MD-11,  and  the  medium- 
range  150-to-160-seat  market  with 
the  MD-80.  Its  most  urgent  next 
problem  will  be  replacing  the  aging 
MD-80  (basically  a  revamped  DC-9, 
a  design  which  first  flew  in  1965). 
Investment:  not  much  less  than  the 
$9  billion  required  for  the  MD-12. 
Beyond  that,  it  will  need  a  smaller, 
100-to-120-seat  plane,  and  then  oth- 
er categories  it  is  absent  from. 

Airbus  Industrie,  financed  by  the 
French,  German,  British  and  Spanish 
governments,  has  invested  something 
like  $25  billion  over  the  past  20  years 
to  develop  its  range  of  airliners — and 
Airbus  is  at  least  $10  billion  shy  of 
recouping  its  investment.  Even 
Boeing  has  had  only  a  handful  of  civil 
jets  (the  707,  the  727  and  maybe  soon 
the  737  and  747)  that  have  fully 
repaid  their  initial  investments. 

McDonnell  Douglas  has  taken 
some  brave  gambles  to  stay  in  the  civil 
airliner  business  before.  In  1982  the 
board  gave  the  management  at  Doug- 
las' sprawling  Long  Beach  plant  six 
months  to  make  sufficient  sales  to 
justify  continuing  to  operate.  The 
managers  devised  a  gutsy  lease  deal 
with  Robert  Crandall,  chairman  of 
American  Airlines,  involving  the  MD- 
80  medium-range  155-seat  jet.  Other 
airlines  signed  similar  deals,  and  the 
plant  was  reprieved. 

Since  then  John  McDonnell  has 
had  long  but  ultimately  unsuccessful 
partnership  negotiations  with  Eu- 
rope's Airbus  Industrie  and  later  with 
Lockheed  and  Rockwell  in  the  U.S. 
Each  time  the  talks  foundered  on  the 
same  rock:  McDonnell  expected  the 
partner  to  put  up  most  of  the  seed 
money,  while  his  company  would  re- 
tain control  over  the  key  design  work. 
The  Taiwanese  are  about  to  find  that 
McDonnell  Douglas'  game  plan 
hasn't  changed.  tM 


Kentucky  Central  Life  Insurance  has  been  a  gold  mine 
for  its  managers  and  directors,  but  may  be  more  of  a  land 
mine  for  the  folks  who  own  its  policies  and  its  stock. 

A  southern  saga 


John  H.  Taylor 

When  does  a  liberal  loan  policy  for 
friends  and  company  insiders  cross 
the  line  from  mere  favoritism  to  sheer 
mismanagement? 

That's  just  one  of  the  questions 
policyholders  and  shareholders  of 
$1 .9  billion  (assets)  Kentucky  Central 
Life  Insurance  Co.  are  facing.  Last 
month  Standard  &  Poor's  lowered 
the  company's  credit  rating  for  the 
second  time  in  six  months.  The  lower- 
ing to  Triple  B  came  after  a  review 
indicated  that  Kentucky  Central  faced 
$70  million  to  $100  million  in  real 
estate  losses  over  the  next  three  years. 
You've  read  a  lot  about  bad  real  estate 
loans  by  insurers,  but  this  one  is  a  real 
lulu:  Nearly  50%  of  Kentucky  Cen- 
tral's $408  million  in  real  estate  loans 
were  either  nonperforming  or  had 
recendy  been  "restructured" — a  eu- 
phemism for  the  lender's  taking  a 
haircut.  Another  $52  million  in  prop- 
erties have  been  repossessed. 

Some  worried  policyholders  are  re- 


Kentucky  Central 
Chairman 
W.E.Burnett  Jr. 
Heirs  of  the 
former  owner 
have  accused 
Burnett  of 
squandering  the 
company's  capi- 
tal "through 
excessive  bad 
loans  to  friends." 


deeming  their  policies.  In  September 
the  state  of  Kentucky  began  with- 
drawing $180  million  it  had  on  de- 
posit with  Kentucky  Central  after 
some  state  employees  grew  con- 
cerned about  Kentucky  Central's  de- 
teriorating credit  quality. 

None  of  this  is  surprising  consider- 
ing some  of  the  goings-on  at  the 
company.  Consider  the  case  of  Ted  J. 
Mims.  A  Lexington  native,  Mims  is  a 
former  business  partner  of  Bruce  Bur- 
nett, the  son  of  Kentucky  Central 
Chairman  W.E.  (Bud)  Burnett  Jr. 
Despite  the  fact  that  Mims  had  little 
real  estate  experience  and  a  checkered 
career,  Kentucky  Central  lent  him 
$37  million  for  projects,  including  a 
horse  farm,  office  buildings  and  a 
large  mixed-use  project  not  far  from 
Kentucky  Central's  Lexington  head- 
quarters. Nearly  all  of  Mims'  proper- 
ties have  since  gone  back  to  Kentucky 
Central  after  Mims  defaulted.  Mims  is 
now  a  self-employed  horse  trainer. 


Forbes  ■  December  23, 1991 


43 


Kentucky  Central  Life  Insurance 


Then  there's  Ronald  W.  Moore,  a 
Tampa  businessman  and  a  veteran 
Kentucky  Central  agent.  In  the 
1980s,  partnerships  headed  by  Moore 
borrowed  at  least  $20  million  for  a 
proposed  Tampa  convention  center 
hotel  and  several  other  area  projects. 
But  the  hotel  was  never  built,  the 
others  failed  and  Moore  deeded  the 
properties  back  to  Kentucky  Central. 

But  these  are  relatively  small  items. 
Kentucky  Central's  biggest  exposure 
is  to  Lexington  developers  Dudley 
and  Donald  Webb.  Kentucky'  Central 
lent    $143    million — an    astounding 


32%  of  its  loan  portfolio — to  partner- 
ships headed  by  the  Webbs.  The  in- 
surance company  invested  another 
$26  million  in  joint  ventures  with  the 
Webb  brothers.  During  1990  Ken- 
tucky Central  refinanced  more  than 
half  of  the  Webb  loans  at  lower  inter- 
est rates  and  extended  the  maturities. 

The  cozy  relationships  between  the 
company  and  those  to  whom  it  lent 
money  caught  the  attention  of  Jane  K. 
Johnson  and  Joan  Kincaid,  the 
daughters  of  Kentucky  Central's 
longtime  owner  and  chairman,  the 
late  Garvice  Kincaid.  Before  his  death 
in  1975,  Kincaid  set  up  a  trust  to 
govern  his  holdings,  which  includes 
83%  of  Kentucky  Central's  voting 
stock  (another  13  million  nonvoting 
shares  are  traded  on  Nasdaq). 

The  trust  is  managed  by  an  advisory 
board  comprising  Chairman  Burnett 
and  Kentucky  Central  board  mem 


bers  Edwin  Schaeffer  and  Charles 
Hembree. 

Six  years  ago  the  daughters  sued 
Burnett  and  the  advisory  board, 
charging  them  with  managing  the 
estate  for  their  personal  gain.  The  case 
is  still  pending,  but  the  daughters 
recently  expanded  the  complaint  to 
include  claims  that  Kentucky  Central 
squandered  its  capital  "through  ex- 
cessive bad  loans  and  transactions 
with  friends." 

Burnett  and  his  fellow  defendants 
deny  wrongdoing,  but  Kentucky 
Central's   own   financial   statements 


Dudley  Webb  (left)  of  Lexington, 
Ky.  and  Ronald  W.  Moore 
of  Tampa,  Fla. 

Two  of  Kentucky  Central's 
biggest  borrowers. 


raise  some  questions.  Board  member 
Schaeffer  got  $200,000  in  compensa- 
tion last  year  from  Kentucky  Central. 
This  despite  the  fact  he  was  a  practic- 
ing attorney  and  chairman  of  his  law 
firm,  which  got  nearly  5500,000  in 
fees  from  the  insurer  last  year.  The 
lawsuit  accuses  Burnett  of  receiving 
more  than  $1  million  for  handling 
activities  related  to  the  Kincaid  estate 
since  1975. 

Burnett,  a  stocky  man  who  wields 
considerable  clout  in  Kentucky  politi- 
cal circles,  declined  to  talk  with 
FORBES.  But  he  told  the  Lexington 
newspaper  that  Kentucky  Central's 
setbacks  were  "no  problem/' 

If  that's  the  case,  then  the  compa 
ny's  income  statement  mk\  balance- 
sheet  should  be  reassuring.  But  they 
aren't.  For  one  thing,  Kentucky  Cen 
Era]    has    routinely    boosted    annual 
earnings  by  capitalizing  m\  enormous 


amount  of  deferred  acquisition  costs, 
which  are  mostly  commissions  that 
the  company  has  already  paid  its  sales- 
men but  has  not  expensed. 

This  seems  to  be  more  aggressive 
accounting  than  is  practiced  by  other 
insurers.  At  the  end  of  September 
Kentucky  Central  had  deferred  acqui- 
sition costs  of  S536  million,  or  180% 
of  book  value.  Compare  that  with, 
say,  Travelers  Corp.,  an  insurer  with 
nearly  30  times  the  assets  of  Kentuckv 
Central,  but  only  1.3  times  the  de- 
ferred acquisition  costs.  At  the  same 
time,  Kentucky  Central  hasn't  set  up 
any  reserves  for  a'potential  tax  liability 
of  S24  million — twice  the  company's 
1990  net  income — for  a  1983  deduc- 
tion that  the  Internal  Revenue  Service 
disallowed  in  1988. 

How  about  the  company's  cash 
flow  statement?  Like  many  life  com- 
panies, Kentucky  Central  relies  on  the 
sale  of  new  policies  to  generate  cash, 
and  in  this  respect  the  company  seems 
to  have  been  successful.  Since  1986, 
Burnett  has  doubled  Kentucky  Cen- 
tral's policies  in  force  to  S55  billion. 
Most  of  the  company's  attention 
went  to  selling  universal  life  policies, 
which  promised  a  hefty  interest  rate — 
11%  last  year,  and  10%  this  year. 

But  where  will  the  promised  10% 
return  come  from:  Kentucky  Cen- 
tral's invested  assets  appear  to  be 
yielding  less  than  7%  annually. 

Mark  Puccia,  Standard  &;  Poor's 
leading  insurance  expert,  believes  that 
Kentucky  Central  will  have  to  lower 
its  annual  interest  credit.  Puccia 
doesn't  expect  Kentucky  Central  to 
collapse,  and  the  market  seems  to  bear 
him  out:  Even  at  its  recent  depressed 
price  of  7Vi  a  share,  the  market  capi- 
talization of  the  company  remains 
SI 00  million.  Puccia  notes  that  it 
recently  bolstered  its  regulatory  capi- 
tal by  $40  million  by  selling  its  finance 
company  and  home  service  division. 

In  selling  the  finance  company  and 
home  service  division,  however,  Ken 
tucky  Central  lost  its  most  reliable 
source  of  earnings.  In  W^0  the  two 
divisions  contributed  nearly  all  ot  the 
company's  operating  earnir 

With  its  crown  jewels  sold  Mid  its 
future  cash  flow  in  question.   Ken 
tucky  Central  seems  stuck  in  a  long 
runnins  tale  of  bad  news.  Burnett  and 
crew  hope  this  southern  saga  doesn't 
have  an  unhappy  ending  WM 
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had  found  an  ideal 


way    to    PACKAGE    its    asset). 
A  STRUCTURE   that,    overnight, 


would    turn    th 


em      r  r  o  i 
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LIQUIDATORS  to  MARKETER 


- 
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The  Resolution  Trust  Corporation 
decided  to  package  its  mortgages  into  securi- 
ties for  a  sound  reason:  The  move  promised  to 
put  them  well  ahead  of  where  they'd  be  if  they 
sold  pools  of  mortgage  loans. 

Whether  that  promise  would  be  kept  or 

roken  depended  largely  on  how  well  those 

ortgages  were  packaged.  Which  inspired  the 

TC  to  review  the  credentials  of  the  major 

nvestment  houses,  and  to  make  yet  another 

important  decision: 

They  appointed  Lehman  Brothers  as 

lead  manager  of  an  eight-firm  syndicate  for  the 

I 

^Jl-important  first  deal.  A  deal  that  the  RTC's 
executive  director  said  "had  to  go  weH'.'  This, 

imid  reports  that  most  investors  would  sit  on 

i 

the  sidelines. 


A  DEAL  THAT 

TURNED  SPECTATORS 

INTO  INVESTORS. 


Fortunately,  the  curious  far  outnum- 
bered the  cautious.  And  their  curiosity  was 


II.: 


piqued  even  further  by  what  The  Wall  Street 
\Journal  would  later  call  the  "adroit  packaging" 


of  the  new  securities  by  Lehman  Brothers. 

In  short,  the  entire  issue  sold  out  on  the 
very  first  day  with  the  secondary  market  look- 
ing equally  strong. 


AN  OPPORTUNITY 

TO  ADD  VALUE. 

NOW  AND  IN  THE  FUTURE. 


Equally  important,  proceeds  were  4% 
greater  than  the  anticipated  revenues  from  sell- 
ing the  mortgages  separately.  Which  provided 
the  RTC  with  a  rare  opportunity  to  actually 
add  value  to  an  asset  being  sold,  and  with 
something  that  was  even  more  valuable:  a  blue- 
print for  the  billions  in  RTC  securities  that 
would  soon  follow. 

An  unusual  problem  to  be  sure,  but 
most  problems  find  their  way  into  the 
"unusual"  category  these  days.  Which  may 
explain  why  Lehman  Brothers  is  again  a  leader 
in  mortgage-backed  securities  with  almost  $25 
billion  in  issuance  since  January  1. 

If  you  have  a  need  for  that  sort  of  expe- 
rience and  unique  approach  to  problem  solv- 
ing, we'd  like  to  fill  it. 


c 


Lehman  Brothers 


1991  Shearson  Lehman  Brothers  Inc.  Lehman  Brothers  is  a  division  of  Shearson  Lehman  Brothers  Inc. 


Weakness  in  California  is  hurting  retailer  Dayton  Hudson's  earnings  right  now, 
but  Chairman  Ken  Macke  is  playing  for  the  history  books. 


Planning  for 
the  upturn 


By  Subrata  N.  Chakravarty 

This  is  the  winter  of  their  discon- 
tent for  U.S.  retailers.  For  the  third 
straight  year,  they  are  facing  a  weak 
Christmas  selling  season.  Christmas, 
of  course,  is  the  time  of  the  year  when 
retailers  make  most  of  their  annual 
profits. 

The  retailing  downturn  has  spared 
almost  no  major  retailer,  not  even 
Minneapolis'  $16  billion  (estimated 
sales)  Dayton  Hudson  Corp.  Over 
the  years  Dayton  Hudson  has  proved 
itself  one  of  the  country's  most  com- 
petent merchandisers.  Even  this  year 
sales  have  increased — through  the 
1991  fiscal  year's  third  quarter  (which 
ended  Nov.  2),  its  sales  grew  to  $11 
billion  from  $10  billion  the  year  be- 
fore. Earnings,  however,  were  anoth- 
er story.  Thanks  to  heavy  and  expen- 
sive promotions,  Dayton  Hudson's 
earnings  in  the  first  nine  months 
dropped  38%,  to  $109  million,  from 
$177  million  in  fiscal  1990. 

No  immediate  end  to  this  profitless 
prosperity  is  in  sight.  "We  are  not 
promoting  because  our  inventories 
are  high,"  says  Kenneth  Macke,  Day- 
ton Hudson's  5 3 -year-old  chairman 
and  chief  executive.  "We  are  promot- 
ing because  that  is  all  the  customers 
respond  to,  and  we  don't  want  to  give 
up  our  share  of  the  market." 

Eventually,  however,  the  recession 
will  end  and  retail  sales  will  turn  up 
again.  When  they  do,  few  retailers  will 
be  in  a  better  position  to  benefit  than 
Dayton  Hudson. 

Over  the  past  dozen  years,  Dayton 
Hudson  has  evolved  from  a  retail 
conglomerate  with  14  divisions  into  a 
tightly  focused  strategic  retailer.  It 
has  shed  department  store  chains  in 
the  West  and  Northwest,  jewelry  and 
electronics  stores,  booksellers  and  real 
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estate.  Left  are  three  retail  divisions 
that  neatly  bracket  the  retailing  spec- 
trum: department  stores  (Dayton's, 
Hudson's  and  Marshall  Field's),  dis- 
count department  stores  (Mervyn's) 
and  discount  stores  (Target). 

The  largest  and  best  known  of  Day- 
ton Hudson's  businesses  is  the  461- 
store  Target  discount  chain,  with  esti- 
mated sales  of  $9  billion  and  likely 
operating  earnings  this  year  of  $493 
million,  according  to  Sanford  Bern- 
stein's retail  analyst  David  Poneman. 


Started  by  Dayton  Co.  in  1962,  the 
same  year  as  Wal-Mart  and  Kmart, 
Target  has  long  since  been  left  behind 
by  those  two  powerhouses;  it  has 
about  a  third  of  Kmart's  sales  and  a 
quarter  of  Wal-Mart's  volume.  Nev- 
ertheless, Target's  sales  have  doubled 
in  the  last  decade;  Macke 's  capital 
spending  plans  call  for  Target  to  add 
300  stores  between  1990  and  1995. 
Poneman  estimates  that  by  1995  Tar- 
get's sales  will  be  $15.6  billion,  up 
91%  from  1990,  and  operating  in- 
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come  will  be  $800  million,  up  from 
$466  million. 

While  Target  stores  don't  offer  as 
good  a  selection  of  hard  goods — bat- 
teries, toothpaste,  detergents,  etc. — as 
Wal-Mart  or  Kmart,  they  surpass  com- 
petitors in  soft  goods:  apparel  and 
accessories,  and  decorative  household 
items.  Target's  strength  in  apparel  re- 
flects its  department  store  roots,  as 
well  as  its  initial  competitive  strategy. 
"At  the  start,  Target  was  positioned  as 
a  department  store  alternative  rather 
than  as  a  Kmart  competitor,"  says  First 
Manhattan  Co.'s  retail  analyst  Thomas 
Tashjian. 

Keeping  up  with  the  trend  toward 
larger  stores,  Target  introduced  the 
Target  Greadand  store  last  year.  At 
140,000  square  feet  (larger  than  three 
football  fields),  Greadand  is  20%  to 
50%  larger  than  the  traditional  Target 
stores.  About  half  the  additional  space 
is  devoted  to  putting  more  goods  on 
the  floor.  The  other  half  is  devoted  to 
wider,  unbroken  aisles,  more  open 
areas  and  an  expanded  restaurant. 
Overall  effect:  Greadand  stores  look 
spacious,  with  a  clean,  open  look.  Six 


Dayton  Hudson 
Chairman  Kenneth 
Macke  (left)  and 
President  Stephen 
Watson,  with 
friend,  at  Dayton's 
flagship  store  in 
Minneapolis 
"We  all  flatter 
Ken  to  let  him  think 
he  is  an  S.O.B., 
but  he  really  isn't," 
grins  Watson. 


Greadands  are  open  now.  Eleven 
more  will  open  in  1992. 

Another  of  Dayton  Hudson's  three 
divisions — department  stores — shot 
into  the  limelight  in  1990,  when 
Macke  paid  $1.1  billion  to  buy  Chica- 
go-based Marshall  Field's  ( 1989  reve- 
nues, $1.1  billion)  from  Britain's 
B.A.T  Industries  Pic.  So  far,  the 
Field's  stores  are  a  drag  on  earnings; 
not  until  1993  will  Marshall  Field's 
cash  flow  cover  the  interest  costs  in- 
curred by  the  added  purchase  debt. 

But,  for  Dayton  Hudson,  Marshall 
Field's  was  a  perfect  geographic  fit — 
right  between  Dayton's  in  Minneapo- 
lis and  Hudson's  in  Detroit.  With  it, 
Dayton  Hudson  now  dominates  the 
upper  Midwest.  And  with  likely  1992 
sales  o£$3  billion,  Dayton  Hudson's 
department  store  division  is  now  one 
of  the  largest  groups  in  the  country. 
That's  important  when  it  comes  to 
wringing  the  best  terms  from  vendors 
in  today's  unsettling  climate,  and  to 
cutting  economic  deals  for  exclusive 
private-label  merchandise.  It  also 
makes  Dayton  Hudson's  department 
store  division  a  more  viable  competi- 
tor in  the  industry  after  the  current 
shakeout  ends. 

Dayton  Hudson  President  Stephen 
Watson,  now  46,  had  been  chief  exec- 
utive of  the  department  store  division. 
In  November  he  took  on  that  title 
again  in  order  to  get  the  department 
store  division  moving  along  faster. 
Working  closely  with  Marvin  Gold- 
stein, the  division's  president,  Watson 
has  already  cut  expenses  $50  million  a 
year  by  eliminating  Marshall  Field's 
buying  organization  and  centralizing 
the  back  office  operations.  The  pro- 
cess has  been  eased  by  Watson's  previ- 
ous experience  in  1984  integrating 
the  systems  of  the  Dayton's  and  Hud- 
son's chains.  On  the  revenue  side,  in 
the  third  quarter,  Marshall  Field's  led 
the  division  in  sales  increases. 

Watson  says  the  department  stores 
add  subde  advantages  to  the  rest  of 
the  company.  He  puts  it  this  way: 

"A  department  store  operates  at 
the  top  of  the  fashion  chain.  It  is  the 
best  training  ground  for  merchants. 
The  fastest-reacting  customer  buys  at 
the  department  store.  Knowledge  of 
fashion  and  awareness  of  trend  comes 
first  at  the  department  store.  It's  not 
an  accident  that  Target  and  Mervyn's 
are  especially  good  at  the  apparel  busi- 
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ness.  A  part  of  the  reason  for  that  is 
their  closeness  to  the  department 
store  business." 

Although  Target  and  the  depart- 
ment stores  get  most  of  the  public 
attention,  Dayton  Hudson's  third  di- 
vision— its  Mervyn's  stores — may  be 
the  best  part  of  Dayton  Hudson,  from 
the  point  of  view  of  profitability  and 
future  growth  potential.  "Mervyn's  is 
a  jewel  that  is  yet  to  be  discovered  by 
The  Street,"  says  First  Manhattan's 
Tashjian.  "If  anyone  were  inventing  a 
department  store  from  scratch  today, 
they'd  come  up  with  Mervyn's.  They 
are  the  natural  successor  to  the  de- 
partment store." 

Simply  put,  Mervyn's  is  a  discount 
department  store.  The  242  Mervyn's 
stores  in  15  states  offer  the  highest- 
margin  department  store  selections, 
at  prices  closer  to  Target's,  Kmart's 
and  Wal-Mart's.  Mervyn's  attractive- 
ness lies  in  the  fact  that  it  serves  the 
broad  middle  of  the  market  and,  un- 
like Target,  has  no  direct  national 
competition. 

Based  in  Hayward,  Calif.,  Mervyn's 
was  acquired  by  Dayton  Hudson  in 
1978.  For  years  it  had  been  enor- 
mously profitable,  so  the  new  owners 
left  it  alone.  That  proved  to  be  a 
mistake.  "They  [Mervyn's  managers] 
weren't  spending  much  money  on  the 
look  of  their  stores,"  says  Watson. 
"They  weren't  changing  their  adver- 
tising format.  Their  people  were  very 
ingrown.  Mervyn's  got  so  enamored 
with  its  success  that  it  just  got  too 
complacent." 

The  complacency  came  to  a  head 
suddenly  in  1986  when  sales  rose  13% 
but  operating  income  fell  35%.  In 
1987  the  results  got  worse.  Return  on 
assets  invested  dropped  by  more  than 
half  in  just  two  years. 

Dayton  Hudson  Chairman  Ken 
Macke  took  personal  charge  of  the 
rescue  mission.  He  oversaw  the  reno- 
vation of  the  stores,  helped  change 
the  product  mix  and  the  advertising, 
needled  employees  into  providing 
better  service,  consolidated  buying 
organizations  and  cut  expenses  drasti- 
cally. Recalls  Macke:  "I  asked  what's 
the  difference  between  a  loaf  of  bread 
and  a  sweater?  Grocery  stores  receive  a 
loaf  of  bread,  mark  it,  put  it  out  and 
sell  it.  We  receive  a  sweater,  mark  it, 
put  it  out  and  sell  it.  Why  do  the 
processes    have     to     be     different? 
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Dayton  Hudson 
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Target  Chief  Executive  Robert  Ulrich  at  a  Target  Greatland  store 
"If  we  compete  effectively  with  Wal-Mart, 
no  one  else  is  in  the  ballpark." 


Mervyn's  store  in  Alameda,  Calif. 

The  formula  is  to  sell  only  the  high-profit  lines  found  in 

department  stores  at  discount  prices  with  chain-store  efficiency. 


They're  thinking:  This  guy  is  really 
sick.1  "  But  the  result  was  that  Mer- 
vyn's became  the  first  soft  lines  de- 
partment store  of  its  size  to  have 
electronic  scanning,  chain  wide,  giv- 
ing  it  significant  benefits  from  cost 
efficiencies  <\nd  inventory  controls. 

Mervyn's  turned   around   remark 


ably  quickly.  By  1989,  return  on  as 
sets  was  above  where  it  had  been  in 
1985  and  operating  margins  were 
back  above  9%.  Last  year  it  opened  9 
new  stores;  this  year  there  will  be  20 
and  next  Near  at  least  as  main  more. 

for  all  Dayton  Hudson's  promise, 
the  company's  stock  has  been  ham 


mered  even  harder  than  most  retail- 
ers'. Since  June  it  has  dropped  27%, 
and  recently  traded  at  58%.  That 
values  the  $16  billion  (sales)  company 
at  $4.5  billion — about  13  times  its 
likely  (but  depressed)  earnings  for 
fiscal  1991.  Kmart  sells  at  10  times 
likely  earnings,  and  Wal-Mart  at  34 
times  estimated  earnings. 

Wall  Street's  caution  is  not  entirely 
misplaced.  About  60%  of  Mervyn's 
estimated  $4.3  billion  in  sales  and 
25%  of  Target's  revenues — adding  up 
to  about  one-third  of  Dayton  Hud- 
son's total  revenues — are  booked  in 
California,  which  has  been  particular- 
ly hit  by  recession.  Yet  Macke  says  he 
is  determined  to  increase  Dayton 
Hudson's  market  share  in  California, 
at  the  expense  of  weaker  competitors. 
To  do  that  he'll  be  forced  to  continue 
his  promotional  sales  and  cut  margins 
to  the  bone.  While  analyst  Tashjian 
agrees  with  Macke's  California  strate- 
gy, believing  now  is  the  right  time  for 
the  strong  to  gain  at  the  expense  of 
the  weak,  he  has  lowered  his  earnings 
estimate  for  Dayton  Hudson's  fiscal 
1991  year  (ending  next  Feb.  1)  to 
$4.10  per  share,  from  $4.90,  to  re- 
flect the  impact. 

But  note  this,  too:  Tashjian  figures 
that  if  the  company  were  not  trying  to 
expand  in  California  and  if  Marshall 
Field's  were  paying  for  itself,  Dayton 
Hudson  would  earn  $6.40  a  share  this 
year.   Looking  beyond  the  current 
retailing  slump,  Sanford  Bernstein's 
David  Poneman  thinks  Dayton  Hud 
son  will  earn  $9  a  share  in  fiscal  1995 
In   a   heavily   promotional   environ 
ment,  all  three  Dayton  Hudson  dh  i 
sions  did  ''better  than  expected"  o\  er 
the  Thanksgiving  weekend. 

Remember  this  about  Dayton 
Hudson:  Its  executives  are  serious 
when  they  say  they  run  the  company 
for  the  longer  term  and  will  gladly 
make  earnings  sacrifices  in  the  short 
run.  Steve  Watson  gets  this  spirit 
across  when  he  is  reminded  that  he 
mk\  Macke  paid  one  times  sales  for 
Marshall  Field's,  and  is  asked  if  they 
paid  too  much — as  some  Wall  Street 
analysts  claimed. 

"I  don't  care  that  The  Street  thinks 
we  spent  too  much,"  snaps  Watson. 
"We  bought  it  because  we  believed  it 
Could  produce  a  return.  .\nd  because 
we   bdievc   there   was   a   »  od 

strategic  tit."  M 


SO 
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Who  would  have  thought  driver  fatigue  could 
be  reduced  by  something  as  seemingly  insignificant 
as  the  direction  of  a  3/16  inch  stitch? 


4     » 


The  seams  in  the  driver's  seat  are  stitched 
in  a  vertical  direction,  because  the  muscles 


! 


Cj45     m  vour  neck>  back  and  legs  run 
that  way.  This  makes  the  Infiniti  Q45™a  more 
comfortable  car.  And  driving  less  fatiguing. 

WeVe  also  hidden  the  seams  on  the 
gearshift  selector  and  steering  wheel. 
Because  it's  nicer  to  the  human  touch. 

And  thinking  like  this  isn't  just  con- 
fined to  the  interior.  The  entire  car  is 
derived  not  from  other  automakers,  but  from  the  imagination.  You  can  feel  it  everywhere. 

You'll  feel  it  in  the  power  of  the  32-valve,278  horsepower, V8  engine.  In  the  control 
of  the  Q45  with  Full-Active  Suspension?  an  engineering  first  which  so  impressed  the 
editors  of  Road  &JRack  magazine,  they  voted 
it  one  of  the  ten  best  cars  in  the  world. 

y 

Admittedly,  you  may  not  notice  the  luxury  of  something  as  small  as  a  stitch  right  away. 
But  what's  important  to  Infiniti  is  that,  somewhere  down  the  road,  you  will. 


Proud  Sponsor  of  the  Infiniti  Tournament  of  Champions  Golf  Tournament  January  8-12,  1992. 
To  arrange  a  Guest  Drive;  call  1-800-826-6500. 


INFINITI 
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OBSERVATIONS 


Such  evidence  as  exists  strongly  suggests  that  sex 
education  is  part  of  the  problem,  not  part  of  the  solution. 

The  big  lie 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


News  that  Magic  Johnson  has  tested 
positive  for  the  AIDS  virus  was  espe- 
cially hard  to  take  because  he  has 
been  not  only  one  of  the  star  ath- 
letes of  his  time,  but  also  a  warm  and 
engaging  human  being,  in  an  era 
when  so  many  other  athletes  have 
acted  like  spoiled  brats. 

There  is  another  special  poignancy 
to  the  tragedy  of  Magic  Johnson.  If 
the  aids  activists  and  promoters  of 
so-called  "sex  education"  succeed  in 
exploiting  his  illness  and  his  popular- 
ity, it  will  be  another  triumph  for  the 
Big  Lie  of  our  time,  that  condoms 
and  "sex  education"  are  the  answer 
to  the  problem  of  teenage  pregnancy 
and  venereal  diseases,  including  aids. 

The  utter  certainty  and  stridency 
of  those  who  are  pushing  "sex  educa- 
tion"— from  the  elementary  schools 
through  the  colleges — contrasts 
sharply  with  their  lack  of  factual  evi- 
dence as  to  its  effectiveness.  Such 
evidence  as  exists  points  in  the  oppo- 
site direction,  strongly  suggesting 
that  "sex  education"  is  part  of  the 
problem,  not  part  of  the  solution. 

Massive,  federally  subsidized  "sex 
education"  progra  is  entered  the 
American  public  school  system  dur 
ing  the  1970s,  often  supplemented  by 
clinics  located  in  the  schools  and  of 
firing  additional  information  and  re 
ferrals  on  matters  of  sex,  pregnancy 
and  abortion.  Before  these  programs 
began,  teenage  pregnancy  was  already 


declining,  for  more  than  a  decade. 

This  long  decline  in  teenage  preg- 
nancy then  reversed  and  teenage 
pregnancies  soared,  as  "sex  educa- 
tion" spread  pervasively  through  the 
public  schools.  The  pregnancy  rate 
among  15-  to  19-year-old  females 
was  68  per  thousand  in  1970  and  96 
per  thousand  by  1980. 

This  complete  contradiction  of  the 
claims  of  "sex  education"  zealots 
provoked  no  rethinking  of  their  dog- 
mas— only  more  clever  verbal  eva- 
sions of  the  evidence.  Although  these 
new  programs  and  the  basing  of 
clinics  in  schools  were  initially  pro- 
moted as  ways  of  reducing  pregnan- 
cy, abortions  and  venereal  diseases, 
the  statistics  which  sex  education 
zealots  now  quoted  were  statistics  on 
falling  birth  rates. 

Soaring  rates  of  abortion  were  in 
fact  offsetting  soaring  rates  of  preg- 
nancy. Between  1970  and  1987,  for 
example,  the  number  of  abortions 
increased  by  250,000,  even  though 
the  number  of  teenagers  declined 
by  400,000. 

Surprising  as  some  of  these  statis- 
tics may  be,  in  the  light  of  a  pervasive 
drumbeat  of  sex  education  dogma  in 
the  media,  these  numbers  would  be 
far  less  surprising  if  more  parents 
knew  what  was  actually  being  taught 
in  schools  under  the  label  of  "sex 
education." 

Most  of  what  is  taught  as  "sex 
education"  is  neither  biological  nor 
medical,  but  ideological.  Traditional 
values  and  parental  authority  are  sys 
tematically  undermined.  The  recur- 
rent theme  is  that  the  individual's 
decisions  must  be  based  on  the 
individual's  own  feelings — independ- 
ently of  parental  authority  or  the  val- 
ues of  the  society.  The  distillation  ot" 
centuries  of  human  experience  is  thus 
dismissed  with  some  glib  rhetoric 
from  gurus  of  the  moment. 

The  individual's  normal  reserve 
and  protective  inhibitions  about  sex 
are  systematically  stripped  away.  Inn 


mate  questions  about  the  student's 
own  sex  life,  graphic  movies  and  the 
pairing  of  boys  and  girls  for  explicit 
sexual  discussions  are  just  some  of  the 
techniques  used  to  lead  school  chil- 
dren toward  the  zealots'  vision  of  a 
brave  new  world. 

No  one  should  be  surprised  that 
such  classroom  exercises  do  not  re- 
duce teenage  sexual  activity  and  its 
consequences.  To  zealots,  the  fact 
that  sexual  activity  and  pregnancy 
have  increased  with  the  spread  of  their 
programs  only  shows  that  abstinence 
is  unrealistic  and  parental  influence 
negligible,  so  that  condoms,  sex  edu- 
cation and  school-based  clinics  are 
our  only  hope. 

The  facts  do  not  fit  any  of  these 
dogmas.  As  late  as  1976,  most  teen- 
agers were  still  virgins,  and  even  "sex 
ually  active"  youngsters  were  not  ac- 
tive very  often.  This  is  not  the  first 
generation  of  human  beings  with  hor- 
mones, and  we  cannot  dismiss  as  im- 
possible what  actually  happened  until 
very  recent  years. 

Condoms,  as  used  by  teenagers. 
have  about  a  20%  failure  rate — slight- 
ly higher  than  the  failure  rate  in  Riis- 
sian  roulette.  As  for  school- based 
clinics,  when  they  were  forbidden  to 
act  without  parental  permission  in 
Utah,  not  only  did  their  use  decline, 
so  did  pregnancy  rates.  In  Minnesota, 
when  abortion  clinics  were  required 
by  law  to  get  parental  permission,  not 
only  did  teenage  abortions  decline.  m> 
did  teenage  pregnancies  and  teenage 
birth  rates. 

If  facts  carried  as  much  weight  as 
rhetoric,  we  would  have  to  recognize 
that  parental  influence  has  proved  to 
be   much   more  effective   than  COO 
doms,    sex    education    .\n<A    school 
based  clinics 

Unfortunately,  the  most  likely  re 

suit  of  the  public  exploitation  ofMag 
k  Johnson's  illness  is  that  more  coun 
tci productive  activity  will  be  promot 
ed  and  moit  young  people  will  be  led 
down  the  road  to  tragedv  Bi 
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ABSOLUT  PEAK 

TO  SEND  A  GIFT  OF  ABSOLUT®  VODKA  (EXCEPT  WHERE  PROHIBITED  BY  LAW)  CALL  1-800-243-3787 
PRODUCT  OF  SWEDEN.  40  AND  50%  ALC/VOL  (80  AND  100  PROOF).  100%  GRAIN  NEUTRAL  SPIRITS.  ©1990  CARILLON  IMPORTERS,  LTD.,  TEANECK,  NJ 


Europeans  have  developed  a  taste  for  four-wheel-drive 
vehicles,  and  GM  Europe  has  come  up  with  a 
clever  way  to  enter  the  market  cheaply. 


Ingenuity 


By  Jerry  Flint 

Foracarman,  Robert  Eaton,  presi- 
dent of  General  Motors  Europe, 
sounds  upbeat.  With  good  reason: 
His  operation  is  one  of  the  parent 
company's  few  bright  spots,  earning 
$2  billion  last  year  on  revenues  of  $24 
billion  and  saving  the  parent  company 
from  an  even  worse  earnings  disaster. 

He  sees  the  momentum  maintained. 
"Our  forecast  for  the  1992  Western 
European  car  market  is  for  it  to  decline 
somewhat  but  still  to  exceed  13  million 
cars,"  he  says.  "However,  we  are  confi- 
dent that  our  total  Opel/Vauxhall  sales 
will  grow  next  year." 

One  of  the  reasons  Eaton's  predic- 


tion may  well  come  true  is  the  oppor- 
tunistic way  in  which  GM  Europe  has 
attacked  the  market.  One  example  of 
GM  aggressiveness  involves  the  grow- 
ing European  market  for  utility  vehi- 
cles— those  four- wheel -drive  on-  and 
off-road  vehicles.  On  the  streets  of 
London,  Paris,  Frankfurt  and  other 
European  cities,  more  and  more  such 
cars  can  be  seen,  but  European  car- 
makers aren't  building  many  of  them. 
British  Rover  makes  its  famous 
Range  Rovers,  priced  at  up  to 
$65,000  for  the  luxury  model,  and 
Mercedes  makes  an  equally  expen- 
sive— up    to    $63,000 — Gelandewa- 


gen.  But  the  big  boys — Volkswagen, 
Renault,  Fiat  and  Peugeot — aren't  in 
the  four-wheel-drive  game  at  all.  This 
leaves  the  field  pretty  much  to  Chrys- 
ler's made-in-Toledo  Jeep  and  the 
Japanese — Nissan,  Toyota,  Mitsubi- 
shi, Suzuki,  Isuzu  and  Daihatsu. 

Now  gm  Europe  has  figured  a  way 
to  get  into  the  market.  The  problem 
for  the  Europeans  is  this:  The  market 
for  utility  vehicles  is  growing  but  it's 
still  small,  while  the  costs  of  designing 
and  tooling  a  vehicle  and  preparing  a 
plant  are  so  enormous  the  vehicles 
would  have  to  be  priced  at  levels  that 
would  make  them  hard  to  sell.  Re- 
nault and  Chrysler  planned  to  build  a 
small  low-priced  Jeep  in  partnership 
but  killed  the  idea  as  the  numbers 
came  in — $700  million. 

GM  Europe  will  get  around  the  cost 
problem  in  a  clever  way.  Since  1988 
GM  and  Isuzu  have  had  a  joint  venture 
making  light  trucks  in  an  old  GM  truck 
plant  in  Luton,  outside  London.  The 
venture  has  been  profitable,  but  the 
plant  has  capacity  to  spare.  Using  an 
Isuzu  design,  gm  is  assembling  Fron- 
tera  utility  vehicles  in  the  plant.  The 


Four-wheel-drive  vehicles  are  becoming  common  sights  in  Europe's  cities 

But  expensive  German  and  British  models — like  the  $65,000  Range  Rover— open  a  niche  for  Japanese  and  Americans. 
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THE  WCASHLMTHXSOUNDSYSTEMTHAT  OVERWHELMS  YOU  AT  THE  MOVIES 
KNOW  RECREATED  FORMORE  INTIMATE  SETTINGS. 

The  Lucasftfm  THX  System,  sound  system  for  more  familiar         whisper  tickle  the  hair  on  the  back 

designed  for  the  cinema,  faithfully      surroundings.  Like  your  home.  of  your  neck. ...  It's  only  a  movie, 


reproduces  a  film's  original 
soundtrack,  with  the  quality  and 
realism  that  the  director  intended 
audiences  to  hear. 

Technics  has  recreated  this 


So  the  sound  of 
footsteps  follows  the 
actors  on  the  screen. 
And  you  almost  feel 
the  warm  breath  of  a 


Technics 


LUCASFILM 


Lucasfilm  THX  is  a  registered  trademark  of  LucasArts  Entertainment  Company. 

Jaws  «  &  c  1975  Universal  Pictures.  Available  on  video  cassette  by  MCA/Universal  Home  Video. 


but  you'll  still  turn  around 
just  to  be  sure. 

To  reach  an  authorized 
Technics  Home  THX  dealer, 
call  1-800-365-1515,  ext.  222. 


Inside  a  plasma  chamber  at  Lockheed,  ionized  gases  etch  circuit  paths  on  monolithic  integrated  chips  made  of  gallium  arsenide. 

It's  good  business  and  it's  not  even  a  business  yet. 

Lockheed  is  developing  18  of  the  20  technologies  designated 
by  the  Department  of  Defense  as  vital  to  America's  future.  This  work  goes  on 
in  our  research  labs  across  the  country. 

At  Lockheed,  Research  &  Development  is  virtually  a  line  of 
business,  because  R&D  breakthroughs  today  open  pathways  to  production 
programs  tomorrow.  That's  one  reason  almost  one-third  of  Lockheed  sales 
can  be  characterized  as  R&D  programs. 

Preeminence  in  R&D  gives  Lockheed  advantages  across  the 
spectrum  of  our  businesses:  space,  missiles,  aeronautics,  military 
electronics,  and  technology  services.  It  makes  us  stronger,  keener 
competitors.  It  gives  our  customers  and  our  country  the  quality  products 
they  need. 

Lockheed's  management  and  employees  are  committed  to 
building  a  stronger,  better  Lockheed.  A  Lockheed  managed  for  a  proper 
balance  between  short-term  return  and  long-range  value.  Leadership  in 
R&D  is  a  cornerstone  to  that  strategy. 


^^Lockheed 

Watch  NOVA  on  PBS.  Tuesdays  at  8  p.  m. 


GM  Europe 

four-door  Frontera  is  a  knockoff  of 
the  Rodeo,  a  utility  vehicle  Isuzu 
builds  in  Indiana.  The  two-door 
Frontera  sells  in  the  U.S.  as  Isuzu's 
Japanese -built  Amigo.  Produced  for 
Opel  at  the  gm/Isuzu  joint  venture 
plant  in  Luton,  the  Fronteras  will 
soon  be  marketed  in  Europe  under 
GM's  Opel  and  Vauxhall  brand  names. 
This  is  a  low-cost  operation  with 
minimal  design  costs.  The  vehicles  are 
powered  by  an  existing  GM  engine, 
and  handling  has  been  stiffened  to  fit 
local  tastes.  Since  the  engines  are  Eu- 


GM's  Frontera 
Low-cost  entry. 


ropean-made,  GM  avoids  nasty  local- 
content  brawls  with  protectionists. 

Conceived  two  years  ago,  right- 
hand-drive  Fronteras  for  Britain  be- 
gan rolling  out  in  November.  Left- 
hand-drive  models  for  the  Continent 
will  roll  by  spring.  Some  35,000  are 
slated  for  production  the  first  year, 
but  there's  capacity  to  double  that. 

With  its  minimal  design  and  tool- 
ing costs,  the  Frontera  will  be  priced 
competitively.  A  four-door  Frontera 
will  go  for  around  $23,000  in  Germa- 
ny; at  that  price,  the  Frontera  will  cost 
from  $2,000  to  $5,000  less  than  com- 
peting Japanese  and  Jeep  vehicles.  In 
the  U.S.  a  hot  four-wheel-drive  might 
earn  $5,000  a  copy  for  its  manufac- 
turer. In  Europe  the  volume  is  lower, 
but  the  markups  are  better,  so  the 
profit  could  be  that  good. 

This  is  a  niche  everyone  wants  to  be 
in  if  possible.  Chrysler  plans  to  build 
right-hand-drive  Jeeps  in  Toledo, 
Ohio  starting  next  year  for  export  to 
Britain  and  Japajjt  Ford  and  Nissan 
are  joining  forces  to  build  a  new  $300 
million  utility  vehicle  plant  in  Spain, 
but  that  won't  be  rolling  vehicles  until 
1993.  By  then  gm's  Fronteras  should 
have  developed  a  profitable  toehold 
in  the  market  at  modest  cost.         H 
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NEW  AUDI  100 

HAS  GERMAN 

MOTORING  PRESS 

DOINGA180I 


In  a  surprise  turnaround,  three  off  Germany's  top  automotive  journals 
rated  the  all  new  Audi  100  ahead  of  Mercedes  and  BMW.  As  Andres 
Borchman,  editor  of  AUTO  BILD.  said,  'The  new  Audi  100  is  no  longer 
number  three  among  the  distinguished  German  marques,  but,  as  the  test 
proves,  number  oner 

Even  though  the  Audi  outperformed  the  $42,950  Mercedes  and  the 
$35,625  BMW,  the  front-wheel  drive  Audi  100S  is  priced  at  $29,900: 
And  features  a  V-6  engine,  ABS  brakes,  driver's  side  airbag,  fully  galva- 
nized body,  and  a  3-year  or  50,000-mile  limited  warranty"  with  no  charge 
for  scheduled  maintenance.  .^rf  Treutter>  Munlch 

*  Price  based  on  MSRP  with  manual  trans.,  excluding  taxes,  license,  freight,  dealer  charges 
and  options.  Equipment  levels  vary.  Prices  subject  to  change.  **See  dealer  for  details. 


alzIPeimer's 


Someone  to  Stand  By\bu. 

For  Information  about  Alzheimer's  disease, 
how  to  care  for  someone  with  the  disease, 
or  referral  to  support  services  in  your  area, 
call  the  Alzheimer's  Association. 

1-800-272-3900 

TDD  312/335-8882 
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Where  there  is 
an  open  mind,  there  will 
always  be  a  frontier." 

Charles      F.       Kettering 
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To  be  content  with  what  is  already 
known  is  to  close  the  door  on  tomorrow 

It  is  this  belief  that  drove  us 
beyond  our  status  as  a  world  leader  in 
x-ray  technology. 

Toshiba  researchers  in  South 
San  Francisco  have  helped  to  develop 
a  faster,  more  accurate  method 
of  medical  diagnosis  called  Magnetic 
Resonance  Imaging. 

It  is  becoming  the  new  standard 
for  medical  imaging  technology. 

And  it  is  one  reason  we  will  never 
cease  to  believe  in  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

Mobile  Electronics 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Professional 
Video  Systems 

Room  Air 
Conditioners 

Satellite  Receivers 

Semiconductors 

Telecommunication 
Systems 

Turbines  & 
Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 
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More  work  for  lawyers  and  accountants:  A  cynical 
budget  compromise  will  yield  a  smidgen  of  revenue 
and  a  mountain  of  tax  complexity. 

Nightmare 


In  order  to  "fund"  the  extension  of 
unemployment  benefits,  Congress 
and  the  President  tightened  the  rules 
related  to  estimated  tax  payments. 
The  new  rules  won't  bring  in  more 
money  to  the  Treasury,  but  they  will 
bring  in  some  money  sooner. 

For  a  lot  of  high-salaried  Ameri- 
cans, the  new  rules  will  be  an  expen- 
sive nuisance.  "Many  estimated  filers 
will  have  to  figure  their  entire  tax 
return  quarterly  in  order  to  avoid 
penalties,"  says  Richard  Shapiro  of 
accounting  firm  Grant  Thornton.  But 
the  real  sufferers  will  be  self-employed 
professionals  and  small -business  own- 


ers whose  incomes  fluctuate  yearly. 
For  them  the  new  rules  could  be  "a 
nightmare,"  says  U.S.  Chamber  of 
Commerce  official  Benson  Goldstein. 

For  all  the  accounting  headaches 
the  government  is  going  to  create,  it's 
not  going  to  get  much  real  money. 
Capitol  Hill  budgeters  forecast  that 
the  law  change  will  accelerate  $2.6 
billion  of  tax  collections  into  fiscal 
year  1992  that  would  otherwise  have 
showed  up  the  following  year. 

Get  it?  Taxes  aren't  being  raised, 
just  accelerated.  In  effect,  the  govern: 
ment  is  angling  for  an  interest-free 
loan  from  the  public.  At  the  5%  cur- 
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Off 

rent  rate  on  Treasury  bills,  the  accel- 
eration is  yielding  the  equivalent  of 
SI 30  million  a  year  in  revenue  en- 
hancement. In  a  land  of  S300  billion 
deficits,  this  is  peanuts. 

How  best  for  the  small-business 
owner  or  professional  to  cope? 

First,  let's  take  a  step  back  and  look 
at  the  old  law.  You're  supposed  to  be 
paying  these  taxes  right  now,  on  a 
pay-as-you-earn  basis,  so  that  not 
much  is  left  to  pay  next  April.  Pay- 
ments, toted  up  quarterly,  consist  of 
withholding  from  your  paycheck, 
plus  any  estimated  taxes  you  mail  in 
quarterly,  plus  any  of  various  obscure 
tax  credits.  The  Internal  Revenue  Ser- 
vice doesn't  care  which  of  the  three 
sources  the  money  comes  from. 

Smart  people  send  the  minimum  to 
Washington.  They  might  end  up  ow- 
ing a  fairly  large  amount  come  April, 
but  they've  had  the  use  of  the  money 
in  the  meantime.  What's  the  mini- 
mum to  avoid  underpayment  penal 
ties?  You  can  calculate  it  two  ways  and 
use  the  lower  figure. 

Method  I  is  90%  of  the  current 
year's  tax.  That  is,  if  your  1991  tax. 
computed  next  April,  is  SI 00,000, 
then  you  should  have  paid  S90,000 
ahead  of  time.  Three -fourths  of  that 
$90,000  would  already  be  in  the  irs' 
hands  by  year-end,  with  the  balance 
due  Jan.  15,  1992.  The  remaining 
10%  is  due  on  Apr.  15. 

Method  II  is  100%  of  the  previous 
year's  tax  bill.  Ifyour  1990  federal  tax 
liability  was  $80,000,  then  you  can 
get  by  with  just  S80,000  in  advance 
payments  against  your  1991  tax  bill 
even  ifyour  actual  full-year  tax  bill  is  a 
good  deal  higher.  You  would  pay  the 
balance  in  April  and  owe  no  under- 
payment penalty. 

The  bad  news  is  that  the  law  now 
revokes  Method  II  tor  a  lot  of  taxpa\ 
ers,  effective  with  1992  estimated  tax 
es  (that  is,  the  down  payments  you 
will  make  next  year  against  the  tax  bill 
that  will  be  calculated  in  April  L99 

When  do  you  lose  Method  II-  It' 
you  meet  all  three  of  these  conditions: 
(1)  your  adjusted  cross  income  is  ai 
least  $75,000;  [2 )  your  adjusted  ci 
jumps  by  $40,000  or  more  from  the 
year  before;  m\<<\  > .;  you  paid  any 
estimated  taxes  in  the  last  three  yea 
or  the  irs  says  you  should  have  paid 
them,  usually  because  you  had  more 
than  $500  of  tax  due  on  Apr    IS 
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What  was  that  we  used  to  hear 
about  tax  simplification?  We  wonder 
how  many  members  of  Congress  do 
their  own  taxes. 

At  any  rate,  if  all  of  the  above 
conditions  apply  to  you,  you  must 
henceforth  pay  90%  of  each  year's  tax 
as  you  earn  the  money.  But  note  an 
interesting  loophole  here.  Taxpayers 
who  have  never  paid  estimated  taxes 
can  continue  to  use  Method  II  even  if 
their  incomes  rise  rapidly  and  they 
owe  far  more  than  $500  at  tax  time. 
All  they  have  to  do  is  pay  100%  of  last 
year's  taxes  through  withholding  or 
tax  credits.  An  example  of  the  latter  is 
the  credit  that  comes  from  closed-end 
funds  that  retain  capital  gains  and 
remit  capital  gains  tax  to  the  IRS  on 
shareholders'  behalf. 

What's  more,  the  IRS  doesn't  moni- 
tor the  timing  of  withholding  pay- 
ments. So  a  midyear  boost  could  get 
you  over  the  hump.  But  this  tactic 
only  works  if  you  have  never  paid 
estimated  taxes.  If  you  undershoot, 
then  you  owe  nondeductible  interest 
(current  rate:  10%)  on  the  amount  of 
the  underpayment. 

There  are  complications  and  excep- 
tions to  the  new  law,  too  many  to  list 
here.  Suffice  it  to  say  that  for  some 
taxpayers — especially  partners  and  S 
corporations — this  estimation  pro- 
cess could  be  very  hazardous,  says 
bdo  Seidman  expert  William  Roth  of 
Grand  Rapids. 

Even  the  accountants  aren't  happy 
about  this  change,  though  it  would 
seem  they'll  get  lots  of  extra  business. 
It  means  they'll  have  to  charge  for 
more  work,  but  customers  are  already 
miffed  at  the  size  of  their  tax  prepara- 
tion bills.  (Accounting  fees  are  one  of 
those  miscellaneous  deductions  that 
start  counting  only  after  they  total 
more  than  2%  of  adjusted  gross  in- 
come.) Nevertheless,  if  you  pay  a  large 
tax  bill,  say  $100,000,  it  may  make 
sense  to  hire  an  accountant  to  figure 
your  optimum  estimated-tax  strategy. 
Smaller  taxpayers  are  probably  better 
off  just  taking  a  chance  that  they  will 
owe  a  nondeductible  penalty,  says 
New  York  City  c>a  Stuart  Becker. 

IRS  Publication  505,  now  being 
updated,  gives  useful  detail  on  such 
subtleties  as  how  much  tax  is  owed  if 
your  income  fluctuates  from  quarter 
to  quarter. 

Happy  reading.  -L.S.  WM 


Legally,  insurance  agents  in  most  states 
may  not  rebate  to  their  customers  commissions 
on  life  insurance  policies.  Practically,  consumers 
have  found  ways  around  the  laws. 

The  joys 
of  blending 


By  Carolyn  T.  Geer 

Car  salespeople  can  cut  their  com- 
missions to  the  bone  to  move  the 
metal.  Not  so  agents  who  sell  whole 
life  insurance  policies.  In  every  state 
but  Florida  and  California,  politically 
potent  insurance  agents  and  compa- 
nies have  persuaded  legislatures  to 
outlaw  the  rebating  of  commissions 
on  life  insurance  policies. 

Big  money  is  involved.  On  a  $1 
million  whole  life  policy,  the  kind  of 
insurance  that  builds  a  cash  value,  the 
commission  and  other  agency  ex- 
penses can  easily  run  to  $19,600,  or 
96%  of  the  first  year's  premium. 
That's  money  that  does  not  go  to 
work  for  you.  (Commissions  for  later 


years  are  much  smaller.) 

There  are  ways  around  the  anti- 
rebating  laws.  One  is  to  fly  to  Florida 
or  California  and  haggle  with  an  in- 
surance agent  while  working  on  your 
tan.  But  this  trick  may  get  harder. 

The  Michigan  insurance  bureau 
has  ordered  Peter  Katt,  a  fee-only  life 
insurance  adviser  in  West  Bloomfield, 
Mich.,  not  to  put  any  of  his  customers 
in  touch  with  Florida  or  California 
agents  who  will  rebate  commissions. 
On  what  ground?  For  Katt  to  do  that 
would  constitute  the  "solicitation"  of 
insurance  based  on  an  "illegal  activi- 
ty"— the  illegality  here  being  giving 
consumers  a  break.  Katt  is  engaged  in 
an  as  yet  unsuccessful  quest  to  have  a 
federal  judge  rule  the  insurance  bu- 
reau's order  unconstitutional. 

What  if  you  don't  want  to  fly  any- 
where to  save  on  commission  dollars? 
The  other  way  to  get  around  anti- 
commission-rebating  laws  is  to  blend 
full-commission  whole  life  insurance 
with  other,  lower-cost  insurance 
products.  One  element  in  the  blend  is 
standard  term  insurance,  which  car- 
ries a  percent  commission  similar  to 
that  of  whole  life  but  is  much  cheaper. 
Another  element  is  what's  known  as 
"paid-up  additions."  These  are  small, 
single-premium,  cash  value  policies. 
They  are  usually  purchased  with  the 
dividends  generated  by  an  insurance 
policy  over  time — hence,  there's  not 
much  commission  bundled  into  their 
price.  But  they  can  be  purchased  up 
front  from  insurers  and  mixed  in  with 
standard  term  and  whole  life  insur- 
ance to  create  a  product  with  most  of 
the  premium  money  going  to  work 
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THE  LEGEND  RESTORED. 
TO  RESIDE.  TO  DINE.  TO  SIMPLY  SIP  ON  A  SLING. 

RAFFLES  HOTEL,  1  BEACH  ROAD.  SINGAPORE  0718.  TEL  337  1886.  TELEX:  RS39028  RHSIN.  FAX:  339  7650. 
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Wish  you  were  here? 


For  a  mutual  fund  with  a  great  track  record, 
this  is  where  you  want  to  be:  Twentieth  Century 
Growth  Investors.  For  more  complete  infor- 
mation about  Twentieth  Century,  including 
charges  and  expenses,  call  for  a  free 
prospectus.  Please  read  the  prospectus 
carefully  before  investing. 


S  226, 845 

Total  value  for  period 
ending  9/30/91 


Twentieth  Century  Growth  Investors 

Aurage  Annual  Total  Return  as  of  September  30,  1991 

48.6     18.6%    16.8     23.1 


1  Year 


5  Years 


10  Years 


1 5  H  m 


Chart  represents 

results  of  $10,000 

investment  on 

9/30/76 


1-800-345-2021 

Data  quoted  represents  past  performance  and  assu>> 
reinvestment  of  all  distributions  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  valu< 
be  more  or  less  than  origitujl  c 
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Blended  insurance 

for  the  policyholder.  That  means 
higher  cash  values  in  the  early  years 
and  ultimately  a  bigger  death  benefit. 

Alan  Press,  a  general  agent  for 
Guardian  Life  Insurance  Co.  in  New 
York,  provides  this  example  of  a  stan- 
dard whole  life  polio-  versus  a  blend- 
ed, "restructured',  one:  A  healthy, 
45 -year-old  man  could  buy  a  whole 
life  policy  with  a  SI  million  death 
benefit  for  S20,400  per  year;  of  that, 
SI 9,600  would  go  in  the  first  year  to 
commissions,  with  much  smaller  bites 
coming  in  subsequent  years. 

Alternatively,  the  consumer  could 
buy  a  restructured  whole  life  policy 
with  the  same  beginning  death  bene- 
fit (SI  million)  for  the  same  S20,400 
premium.  (The  first  two  yearly  premi- 
ums would  be  slightly  higher. )  But 
because  only  part  of  the  polio,-  is  made 
up  of  standard  whole  life,  less  than 
S6,600  of  the  premium  would  go 
toward  commissions. 

Thanks  to  mixing  in  paid-up  addi- 
tions and  term  insurance,  the  blended 
polio  has  a  cash  value  of  SI 4,600  at 
the  end  of  year  one;  the  conventional 
polio  has  no  cash  value  at  all  the  first 
year.  Since  that  SI 4,600  will  be  earn- 
ing a  return  over  the  life  of  the  polio, 
it  will  grow  substantially  over,  say,  30 
years,  giving  you  more  cash  value  for 
retirement — or,  if  you  die  first,  a  big- 
ger death  benefit. 

It's  like  the  difference  between  load 
mutual  funds  and  no-loads.  Other 
things  being  equal,  a  no-load  will  do  a 
lot  better  for  you  than  a  load  fund. 
Think  of  blended  insurance  as  a  low  - 
load  fund  and  whole  life  as  full-load. 

Of  course,  blended  policies  are  not 
suitable  for  every  insurance  need. 
Larry  Elkin,  a  personal  financial  plan- 
ner at  Arthur  Andersen  in  New  York, 
says  that  consumers  under  35  or  so  arc 
usually  worried  mainly  about  benefits 
in  the  event  of  an  untimely  death.  For 
them,  says  Flkin,  low  cost  term  insur- 
ance  policies   are   probably  a   more 

M  efficient  way  to  purchase  the 
death  benefits  they  need  than  medi- 
um-COSt  restructured  polkk 

Guardian  Life  agent  .Man  I 
points  out  another  disadvantage  of 
blended  insurance.  Because  in  the 
early  years  of  the  policy  a  good  pan  ot 
the  death  benefit  comes  from  term 
insurance,  premiums  cannot  be  pre 
dieted  precisely.  While  the  premium 
for  the  whole  life  portion  is  guaran- 
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Take  the  high  load  or  the  low  load 

First-year  premuims  ^  _  . 

Paid  up  rider: 

$15,215 


1113 


Whole  life: 
$20,426 


Term  rider:  $1,106 


Traditional 


Blended 


Whole  life: 
$5,211 


$1,000,000 
death  benefit 


$1,000,000 
death  benefit 


Total  equity:  $0 


Includes  agency-related  expenses 


$1 

,es. 


Commission: 
$19,606* 


Total 

equity: 

$14,593 


.# 


Commission: 
$6,560* 


Buy  a  traditional  whole  life  policy  and  most  of  your  first  year's  premium  just  covers 
selling  costs.  Buy  a  blend  and  more  money  is  left  in  the  policy  to  work  for  you.  Not 
shown:  the  value  of  the  pure  death  protection,  actuarially  worth  perhaps  $1,500. 


teed  over  the  life  of  the  policy,  the 
premium  for  the  term  insurance  por- 
tion can  rise  steeply  if  the  policy's 
dividends  fall  or  term  charges  increase 
(Forbes,  June  24).  This  danger  dwin- 
dles over  time,  however,  as  paid-up 
additions  gradually  replace  the  term 


portion  of  the  policy.  Sage  advice 
from  Glenn  Daily,  a  New  York-based 
insurance  consultant:  To  make  sure 
there  are  enough  paid-up  additions  in 
your  blend,  keep  the  total  premium  of 
the  blended  policy  roughly  the  same 
as  what  you  would  pay  for  a  pure 


whole  life  version.  The  idea  isn't  to 
save  money  on  the  premium  but  to 
capture  more  of  the  premium  dollar 
for  your  policy. 

Two  things  dictate  the  amount  of 
whole  life  insurance — or  "base  cover- 
age"— that  must  be  blended  in.  One 
is  tax  law.  A  whole  life  policy's  princi- 
pal compounds  tax  free.  But  if  you  put 
too  much  money  into  the  policy  at  the 
beginning  relative  to  the  death  bene- 
fit you  expect  to  receive,  the  Internal 
Revenue  Service  may  tax  you  on  any 
loans  or  withdrawals  you  make  from 
the  policy  later. 

The  other  guiding  factor  is  the 
insurance  company  itself.  Insurers 
claim  skimping  on  whole  life  is  risky. 
But  remember:  Underwriters  can't 
allow  too  much  discounting  without 
upsetting  their  full-commission 
agents  in  the  field.  So  the  underwrit- 
ers in  effect  limit  the  discounting  by 
capping  the  amount  of  low-commis- 
sion insurance  they  put  into  their 
restructured  policies. 

However  complicated  the  whole 
matter  may  seem,  for  people  shop- 
ping for  a  substantial  amount  of  life 
insurance,  blended  is  an  alternative 
worth  considering.  IB 


Travel  in  style 

with  Hartmanns 

free  "Weekender"  bag. 

Purchase  any  pullman  or 
garment  bag*  from  Hartmann's 
Black  Luggage  Series  (includes 
packcloth,  belting  leather  and 
herringbone)  and  receive  our 
Weekender  bag  at  no  additional 
charge. 

The  Weekender  bag  shown 
below  (value  up  to  $240)  is  avail- 
able at  participating  stores  until 
Januarys  1992. 

*  Does  not  include  garment  covers. 
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The  death  of  his  infant  son  prompted  Pete  Petit 
to  start  Healthdyne.  The  company's  early  success 
was  almost  its  undoing. 

Born  again 


By  Christopher  Palmeri 

"Everybody  deals  with  grief  in  dif- 
ferent ways,"  says  Parker  (Pete)  Petit, 
the  founder  and  chairman  of  Health- 
dyne,  Inc.,  in  a  soft  Georgia  drawl. 
After  his  6-month-old  son,  Brett, 
died  from  sudden  infant  death  syn- 
drome in  1970,  Petit  became  con- 
sumed with  developing  a  device  that 
could  help  prevent  similar  deaths. 
Within  a  matter  of  weeks  the  Georgia 
Tech- educated  aerospace  engineer 
came  up  with  a  monitor  that  would 
sound  an  alarm  if  the  heartbeat  or 
breathing  of  a  sleeping  child  stopped. 


This  was  no  brief  obsession  for 
Petit,  then  31.  His  next  step  was  to 
raise  $60,000  from  friends  and  busi- 
ness acquaintances.  In  early  1971  he 
left  his  job  at  Lockheed  in  Arianta  to 
start  Healthdyne.  Marketing  his  in- 
fant monitors  through  independent 
medical  products  distributors,  Petit 
built  Healthdyne  into  a  profitable  lit- 
tle business.  By  1981  the  company's 
revenues  topped  $10  million. 

Late  that  year  Petit  sold  26%  of 
Healthdyne  to  the  public,  raising  $11 
million,  which  he  used  to  help  expand 


the  company.  The  shares  took  offin  a 
hot  stock  market,  jumping  from  their 
offering  price  of  S6  (split-adjusted)  to 
S41  by  mid- 1983.  But  even  though 
the  infant  monitor  business  was  grow- 
ing at  a  70%  annual  rate,  Petit  knew 
that  his  company  was  relying  too 
much  on  one  product.  He  decided  to 
diversify. 

Using  Healthdyne's  high-flying 
shares,  as  well  as  S74  million  from 
further  offerings  in  1982  and  1983, 
he  scooped  up  over  20  medical-relat- 
ed companies.  Now  Healthdyne  was 
into  surgical  instruments,  incubators 
and  oxygen  concentrators,  which  are 
machines  that  turn  room  air  into  pure 
oxygen  for  people  with  respiratory 
disorders. 

Healthdyne's  revenues  rose  to 
$133  million  in  1983,  from  S30  mil- 
lion the  previous  year.  Petit  clearly 
harbored  grand  visions.  "It  has  always 
been  our  goal  to  become  a  major 
health  care  company,"  he  told  share- 
holders in  Healthdyne's  1983  annual 
report. 


Healthdyne  Chairman  Pete  Petit 

"We're  a  little  bit  older  and  a  little  bit  wiser." 
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'From  the  road  to  the  roof  it's  laced  with  intriguing  tidbits  and  thoughtful  touches." 
Car  and  Driver 

The  new  front-drive  Camry  4-door  sedan  offers  comfort,  quality,  and  interior  space  in 
generous  portions."  Motor  Trend 

'Most  trouble-free  new  car  in  America!'  *  J.D.  Power  and  Associates 

'Best  Buy"  Consumers  Digest 

'If  the  world's  auto  manufacturers  were  only  allowed  to  build  one  car  to  satisfy  the  needs  of 
all  car  buyers  everywhere,  the  Camry  would  be  the  logical  choice."  Motor  Trend 

'The  Camry  is  everything  a  family  car  should  be."  Car  and  Driver 

'Family  Car  of  the  Year."  Family  Circle  Magazine 

i 

'Most  trouble-free  compact  car  in  America  three  years  in  a  row"*  J.D  Power  and  Associates 

'Ranked  in  J.D.  Power  and  Associates  Top  Ten  models  in  Initial  Quality."* 
J.D  Power  and  Associates 

1992.  We  just  couldn't  leave  well  enough  alone. 


The  all-new  1992  camry 
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'  J.D.  Power  and  Associates  1985. 1988. 1980. 1990  and  1991  Initial  Quality  SurveysT  Based  on  owner 
reported  problems  during  the  first  90  days  of  ownership.  Call  1-800-GO-TOYOTA  for  a  brochure  and 
'  vation  of  your  nearest  dealer.  Get  More  From  Life . . .  Buckle  Up!  €>  1991  Toyota  Motor  Sales,  USA.,  Inc. 
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But,  as  such  grand  visions  are  apt  to 
do,  Petit's  quickly  ran  into  trouble.  A 
hastily  assembled  melange  of  compa- 
nies would  probably  have  been  un- 
manageable under  the  best  of  circum- 
stances. But  his  timing  was,  in  fact, 
disastrous.  Changes  in  Medicaid  re- 
imbursement policies  in  1983  forced 
hospitals  to  drastically  cut  back  on 
medical  product  spending,  and 
changes  from  the  Health  Care  Fi- 
nancing Administration  sharply  cut 
back  reimbursements  for  Health- 
dyne's  oxygen  concentrators. 

Worse,  Petit's  diversifications  dis- 
tracted his  attention  from  the  devel- 
opment of  his  second-generation  in- 
fant monitor.  It  went  to  market  in 
1982  with  a  serious  design  flaw.  Mon- 
itor sales  dropped  by  80%.  Health- 
dyne's  stock  fell  to  less  than  2,  and  the 
company's  market  capitalization 
dropped  from  S578  million  in  1983 
to  $28  million  in  1984.  Healthdyne's 
shares  languished  in  low  single  digits 
for  much  of  the  decade. 

Not  without  good  reason.  Between 


1984  and  1988  Healthdyne  racked 
up  $66  million  in  losses,  much  of  it 
coming  from  writedowns  of  the  busi- 
nesses Petit  had  acquired.  He  sold  off 
all  of  the  hospital  supply  businesses  to 
focus  on  the  fast-growing  home  care 
industry. 

"It  was  really  tough,"  says  the  gen- 
erally taciturn  Petit,  clearly  not  relish- 
ing the  memory.  Recognizing  that  he 
could  no  longer  neglect  product  de- 
velopment in  his  preoccupation  with 
corporate  matters,  Petit  invested  $35 
million  in  a  line  of  fetal  monitors  and  a 
nationwide  service  operation  for 
women  with  high-risk  pregnancies — 
now  the  company's  fastest -growing 
product  (see  box). 

As  was  common  with  sick  but  re- 
covering companies  in  the  late  Eight- 
ies, Healthdyne  soon  attracted  the 
vultures.  In  1988  Petit  fought  off  a 
hostile  S6-a-share  bid  from  Engle- 
wood,  N.J. -based  Continental 
Health  Affiliates.  Even  though  that 
represented  a  10%  premium  over 
what  the  company's  stock  was  then 


trading  for,  Petit  managed  to  con- 
vince his  board  that  Healthdyne's 
turnaround  was  virtually  complete. 

Indeed,  Healthdyne  has  been 
pared  down  to  three  sharply  focused 
divisions,  which  depend  on  govern- 
ment reimbursement  for  less  than 
10%  of  their  revenues. 

The  company's  67%-owned  Home 
Nutritional  Services  division — Petit's 
most  inspired  acquisition  from  the 
early  1980s — delivers  intravenous 
drugs  and  nutrition  to  cancer,  aids 
and  other  patients  in  their  homes. 
Home  Nutritional  is  the  fourth-larg- 
est home  infusion  company  in  the 
nation,  with  revenues  estimated  at 
SI 00  million  for  1991.  To  help  boost 
the  value  of  Healthdyne's  stock,  Petit 
sold  a  third  of  Home  Nutritional  to 
the  public  in  late  1989.  (The  shares 
have  since  risen  45%,  to  a  recent  24.) 
Geoffrey  Harris,  a  health  care  analyst 
at  Smith  Barney,  expects  Home  Nu- 
tritional to  continue  growing  at  bet- 
ter than  20%  a  year. 

Healthdyne  Technologies,  a  S40 


Emmett's 
guardian  angel 

Maureen  Morrissey,  a 
Northbrook,  111.  house- 
wife, had  two  babies  born 
prematurely  in  the  1980s. 
Each  of  them  required 
stays  in  intensive  care  cost- 
ing over  SI, 800  a  day, 
some  $15,000  each. 
"There  were  tubes  com- 
ing out  of  everywhere," 
says  Morrissey,  who  is 
now  36.  "It  was  very 
traumatic." 

In  early  1990,  Morris- 
sey was  pregnant  again. 
Her  doctor  recommend- 
ed the  Healthdyne  Perina- 
tal program,  which  re- 
quired that  Morrissey  strap 
a  monitor  around  her  bel- 
lv  twice  a  day.  The  monitor, 
in  turn,  was  connected 
over  telephone  lines  to 
computers  u  a  1  lealth- 
dync  office  w  here  data  were 
monitored  by  .\n  obstctri 


Maureen  Morrissey  and  son  Emmett 

Home  fetal  monitoring  helps  prevent  premature  births. 


cal  nurse.  Morrissey's  in- 
surance company.  New 
York  City-based  Guardian 
Life,  didn't  put  up  much 
of  a  fight  over  the  $3,800 
cost  of  the  home  moni- 
toring. It  was  less  than  the 
cost  of  monitoring  her  in 
a  hospital,  and  significantly 
cheaper  than  the  cost 
of  premature  care,  which 
can  often  run  into  si\ 
figures. 

lust  one  week  after 
Morrissey — then  seven 
months  pregnant — start- 
ed the  program,  Health- 
dyne's monitor  began 
picking  up  extremely  fi 
quent  contractions  that 
Morrissey  couldn't  even 
feel.  She  was  rushed  to 
the  hospital,  where  her 
doctor  prescribed  medi 
cation  that  delayed  the 
birth  of  her  son  Emmett 
for  a  crucial  seven  m 
weeks. 

1- nunet t  was  born 
healthy  ,\nd  without  com 
plications  C.P    H 
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"Last  year  my  Chubb  agent  recommended  D&O  insurance. 
'We're 'not  a  public  company/  I  said,  'why  do  we  need  itV" 


"This  year,  you're 
*  probably  glad  you  have  it." 


Those  who  make  the  decisions  in  private  companies  are  vulnerable  to  personal  liability  law- 
suits as  are  their  counterparts  in  public  corporations. 

The  directors  and  officers  of  private  companies  also  face  the  threat  of  litigation  brought  by 
government  agencies,  competitors,  contractors,  vendors,  employees  or  customers.  Fortunately,  Chubb's 
Executive  Protection  Department  knows  how  to  tailor  D&O  coverage  to  protect  the 
leaders  of  private  companies  from  the  risks  that  go  with  the  responsibilities. 

If  you  run  a  private  company,  look  into  our  D&O  coverage.  Talk  to  your  agent 
or  broker,  or  call  1-800-36  CHUBB.  CHUBB 


For  promotional  purposes,  Chuhh  refers  to  member  insurers  of  the  Chuhh  ( Jroup  of  Insurance  ( Companies  who  issue  coverage 
i        Chuhh  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS. 


The  best  way  to  travel  to  Europe 

is  with  people  who  are  well  connected. 


Any  experienced  traveler  will  tell  you  the  best  way 
to  travel  to  Europe  is  with  a  native.  And  since 
Lufthansa  is  located  right  in  the  heart  of  it.  you 
could  say  no  one  is  in  a  better  position  to  take  you 
there.  In  fact,  we  have  88  European  destinations, 
many  more  than  all  U.S.  airlines  combined. 
Which  means  there's  always  an  experienced 
Lufthansa  staff  nearby  to  help  with  almost  any- 
thing, including  last -minute  travel  plans,  advice  on 
where  to  take  a  client  fordmner,  even  to  tell  you 
which  road  leads  to  Rome.  Combine  that  with 
Lufthansa's  unparalleled  on-board  service  and 
you'll  understand  why,  at  Lufthansa,  we  offer  you 
the  best  flying  expenence  anywhere  in  the  world. 


A  passion  for  perfection/ 


Lufthansa 


Lufthansa  is  a  participant  in  th«  mileage  programs  of  United. 
USAir  and  Continental  See  your  Travel  Agent  for  details 
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million  (expected  1991  revenues)  di- 
vision, manufactures  the  oxygen  con- 
centrators and  infant  monitors.  Its 
hottest  product,  however,  is  a  device 
that  pumps  air  through  face  masks  for 
sufferers  of  sleep  apnea,  a  chronic 
closing  of  the  throat  that  afflicts  an 
estimated  2  million  generally  over- 
weight adult  males.  The  product,  in- 
troduced last  year,  has  already  cap- 
tured nearly  half  of  the  small  but 
growing  market. 

But  Healthdyne's  most  promising 
operation  is  the  Perinatal  Services  di- 
vision, which  provides  home  moni- 
toring of  women  with  high-risk  preg- 
nancies. Sales  are  expected  to  hit  $50 
million  this  year,  up  80%  from  1990. 
The  four-year-old  division,  which 
turned  its  first  profit  in  January,  is  the 
second-largest  competitor  in  this  fast- 
growing  field,  behind  Nasdaq-traded 
Tokos  Medical  Corp.  Tokos  has  ap- 
proximately 60%  of  the  nearly  $200 
million  market;  Healthdyne's  share  is 
about  30%. 

And  the  market  is  growing  quickly. 
Between  6%  and  12%  of  the  nation's  4 
million  annual  pregnancies  may  fit 
into  one  of  the  high-risk  categories 
for  which  doctors  are  increasingly 
prescribing  monitors.  At  the  low  end, 
that  suggests  a  $1  billion  potential 
market.  As  he  did  with  Home  Nutri- 
tional, Petit  plans  to  offer  a  piece  of 
Healthdyne  Perinatal  to  the  public 
sometime  in  the  first  half  of  next  year. 

The  stock  market,  which  has  gone 
wild  over  health-care-related  stocks  of 
late,  hasn't  neglected  Healthdyne. 
Since  the  beginning  of  the  year,  the 
company's  o-t-c-traded  shares  have 
tripled,  to  a  recent  22.  Healthdyne's 
earnings  are  expected  to  jump  this 
year,  to  $10  million  (70  cents  a  share), 
on  revenues  of  $185  million.  At  31 
times  expected  earnings,  Health- 
dyne's shares  are  expensive  but  not 
out  of  line  with  fast-growing  little 
competitors  like  Tokos  and  Critical 
Care  America.  Pete  Petit's  11%  of 
Healthdyne  is  worth  $30  million. 

In  his  modest  office  in  Marietta, 
Ga.,  a  woodsy  suburb  northwest  of 
Atlanta,  Petit,  now  52  and  the  father 
of  six,  no  longer  talks  of  big  acquisi- 
tions and  of  building  a  health  care 
giant.  "We're  a  little  bit  older  and  a 
little  bit  wiser,"  he  says. 

Unlike  a  lot  of  people,  Pete  Petit 
learns  from  his  mistakes.  M 
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T.  Rowe  Price  International  Stock  Fund  has  outperformed  95%  of  all 
mutual  funds  for  the  10  years  ended  9/30/91  *  It  invests  in  established 
foreign  companies  to  enhance  your  return  potential  and 


diversify  your  investments. 
Call  for  a  free  guide.  Our  guide  to 
international  investing  discusses 
factors  you  should  consider  when 
investing  overseas,  including 
currency  fluctuations  and  other 
special  risks. 

$2,500  minimum.  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  guide 

The  Basics  01 

International  investing 

1-800-541-7871 


T.  Rowe  Price,  1 00  E.  Pratt  St. 
Baltimore,  MD  2 1202 
Send  The  Basics  Of  Internationa] 
Investing  guide,  and  a  prospectus 
with  more  complete  information, 
including  management  fees  and 
other  charges  and  expenses.  I  will 
read  the  prospectus  carefully 
before  I  invest  or  send  money. 


Name 


Address 


City/State/Zip 


ISF013713 


Phone        D  Home     D  Business 


Invest  With  Confidence 

T.RoweRice 


•According  to  Lipper  Analytical  Services,  Inc.,  which  ranked  International  Stock  Fund  #28  of  all  636  mutual  funds  for  the 
period  9/30/81  to  9/30/91.  Past  performance  cannot  guarantee  future  results. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Rrom  the  pioneer  in  mutual  fund  indexing 

WHY  INFORMED 
INVESTORS  "INDEX" 


Informed  investors  prefer  di- 
versified, relatively  predictable,  low- 
cost  investment  strategies.  And  index 
funds  (which  have  outperformed 
most  actively  managed  funds  over  the 
long  term*),  enjoy  all  three  benefits. 

Vanguard  Index  Trust  offers 
investors  two  portfolios: 

The  500  Portfolio,  which  tracks 
the  performance  of  the  S&P  500. 

The  Extended  Market  Portfolio, 
which  captures  the  performance  of 
medium  and  small  sized  companies  as 
tracked  by  the  Wilshire  4500  Index. 

Minimum  investment  in  this  no- 
load  fund  is  $3,000;  $500  for  IRAs. 

For  an  informative  booklet  on  the 
benefits  of  indexing,  call  or  write  for  a 
Vanguard  Kit  today. 

*SEI  Funds  Evaluation  Services. 
Vanguard  Index  Trust  is  neither  sponsored 
by  nor  affiliated  with  Standard  &  Poor's 
Corporation  or  Wilshire  Associates. 

,  S&P  500-and  Wilshire  4500  are  unmanaged 
indices. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day  For  A  Free 
Indexing  Information  Kit 


About 


Please  send  me  a  free 
booklet  plus  a  Vanguard 
Index  Trust  prospectus  M  v/^ 

containing  more  com- 
plete information  on 
expenses  and  distribution 
charges.  I  will  read  it  care- 
fully before  I  invest  or  send 
money. 

Also  send  information  on: 
□  IRA  (71)    DKeogh(70). 

Vanguard  Index  Trust 

P.O.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name 


Address  . 

City 

Zip 

(40f 


.State. 


.Phone. 


FBD1-360 


THrAfeUlQUardGROUP 

*^OF  INVESTMENT  COMfttNIES 
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Part  of  the  solution  to  containing  health  care  costs  is  giving 
consumers  the  information  they  need  to  make  intelligent  choices. 
Tiny  MediQual  Systems,  Inc.  is  making  good  money  by  making 
such  information  available. 

Consumer  guide  to 
the  medical-industrial 


complex 


By  Gretchen  Morgenson 

Until  recently,  it  has  been  impossi- 
ble for  consumers  to  shop  intelligent- 
ly for  medical  care.  Without  informa- 
tion on  how  doctors  and  hospitals 
perform  relative  to  their  competitors, 
it's  hard  to  identify  whose  services  are 
worth  buying  and  at  what  price.  This 
ignorance  has  been  an  important  fac- 
tor in  the  relendess  escalation  of 
health  care  costs,  which  now  consume 
nearly  12%  of  the  country's  national 
product. 

This  information  gap  is  a  natural 
niche  for  small  companies  to  fill.  One 
little  company  that  is  already  doing  an 
excellent  job  of  educating  health  care 
consumers  is  privately  owned  Medi- 
Qual Systems,  Inc.,  a  Westborough, 
Mass. -based  clinical  software  manu- 
facturer. MediQual  produces  a  soft- 
ware product  that  allows  its  clients, 
over  500  hospitals,  many  of  which 
serve  big  employers,  to  compare  the 
performance  of  their  health  care 
against  the  results  of  oyer  5  million 
patients'  records  from  across  the 
country,  assembled  and  monitored  by 
MediQual.  Using  MediQual's  soft 
ware,  Aluminum  Co.  of  America, 
Hershey  Foods,  John  Deere  and  a 
number  of  other  employers  arc  able  to 
compare  their  health  cue  providers 
with  national  norms. 

MediQual  Systems  builds  its  data 
base  with  information  from  hospitals 
that  .ue  already  working  with  the 
company.      MediQual's     customers 
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compare  treatment  outcomes  and 
costs  with  national  averages  or  with 
the  customers'  own  cost  data.  The 
information  can  then  be  used  to  ne- 
gotiate better  prices  from  their  exist- 
ing medical  providers  or  to  find  new, 
more  efficient  providers. 

MediQual's  software,  called  Me- 
disGroups,  doesn't  come  cheap.  De- 
pending on  the  size  of  the  hospital,  it 
can  cost  between  $25,000  and 
$75,000  a  year.  But  so  expensive  have 
health  care  costs  become  that  even  a 
small  savings  more  than  justifies  Me- 
diQual's cost.  Last  year  MediQual  did 
$15.4  million  in  revenues,  up  23% 
from  1989.  Over  the  past  five  years, 
revenues  have  grown  at  a  compound- 
ed annual  rate  of  65% — more  than 
enough  to  finance  its  growth  without 
recourse  to  heavy  bank  borrowings  or 
public  stock  offerings,  although  the 
latter  will  probably  happen  within  the 
next  couple  of  years. 

MediQual  was  founded  in  1980  by 
two  partners,  Charles  M.  Jacobs  and 
Alan  Brewster,  and  is  funded  largely 
by  venture  capitalists.  Jacobs,  now  ^$, 
was  then  a  health  care  consultant  and 
associate  director  of  the  Joint  Com 
mission  on  Accreditation  of  Hospi 
tals,  a  hospital  review  organization  in 
Chicago.  Brewster,  53,  is  a  physician 
and  was  director  of  St.  Vincent's  1  los 
pital  in  Worcester,  Mass.  A  man  who 
has  worked  two  important  sides  of  the 
medical  industrial  complex,  Brewster 


says:  "Companies  can  only  gain  lever- 
age over  their  health  care  providers  if 
they're  armed  with  performance  data. 
Otherwise,  they're  in  the  dark." 

Aluminum  Co.  of  America  in  Pitts- 
burgh has  been  willing  to  pay  to  get 
out  of  the  dark.  Alcoa  has  been  a 
MediQual  client  since  1987.  Using 
data  gathered  by  MediQual,  Alcoa 
has  selected  local  doctors  and  hospi- 
tals in  several  cities  that  have  histori- 
cally delivered  the  best  quality  ot 
health  care  for  the  best  price,  relative 
to  odier  health  care  suppliers  in  their 
areas.  The  chosen  hospital  can  then 
further  improve  its  efficiency  by  ad 
dressing  problem  areas  identified  by 
MediQual  software. 

According  to  Jim  Michaud,  head  ot 
group  benefits  at  Alcoa,  the  compa- 
ny's overall  health  care  o  (181 
million  last  year)  have  risen  on  average 
13%  a  year.  But  in  sites  that  used 
MediQual  software,  costs  have  risen 
on  average  8%  a  year.  For  Alcoa's 
Pittsburgh  headquarters  staff  alone. 
s.i\s  Michaud,  "last  year  we  spent 
$400,000  less  on  health  care,  .\nd  vet 
the  quality  was  high.  In  1990,  ; 
our  employees  signed  up  with  the 
providers  we  recommended  1  his 
vear  over  50%  have  signed  up." 

Data  gathered  by  MediQual  show 
how  the  quality  of  health  care  vai 
from  hospital  to  hospital.  For  c\aiv. 
pie,  MediQual  examined  the  results 
ot  treatment  of  pneumonia  patients  M 
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Alan  C.  Brewster,  M.D.,  vice  chairman  of  MediQual  Systems,  Inc. 
Helping  consumers  shop  for  health  care  as  they  do  for  soap. 


1 1  hospitals  across  the  country.  Five 
of  the  1 1  had  better  than  expected 
mortality  rates — the  best  performer 
had  2  deaths  out  of  an  expected  6. 
The  remaining  6  hospitals  had  worse 
than  expected  death  rates:  One  had 
37  deaths,  compared  with  an  antici- 
pated 23. 

How  does  MediQual  come  up  with 
an  "expected"  mortality  rate?  When 
gathering  its  data  from  collaborating 
hospitals,  the  company's  statisticians 
usually  meet  with  hospital  staff  to  go 
over  the  figures.  MediQual  then  takes 
into  account  the  severity  of  the  pa- 
dents1  conditions  not  only  when  they 
enter  the  hospital  but  also  again  while 
undergoing  treatment.  The  more  sc 
vere  the  patient's  condition,  the  lesser 
his  or  her  chances  are  of  survival.  All  of 
these  factors  are  massaged  by  Medi 
Qual\   evaluators   into  comparable 
performance  statistics. 

Hospital  costs  for  the  same  proce- 
dure can  vary  as  widely  as  the  quality 
of  the  ^are  delivered.  Hershev  Foods 


Corp.,  another  MediQual  client, 
found  out  that  costs  for  normal  child- 
birth among  15  Pennsylvania  hospi- 
tals ranged  from  $864  to  $2,180, 
with  no  difference  in  the  outcome  of 
the  deliveries. 

A  good  example  of  how  Medi 
Qual's  data  can  be  put  to  work,  to 
lower  health  care  costs  comes  from 
the  15,000-employee  Orange  Coun- 
ty public  school  system,  in  Orlando, 
Ha.  During  the  1980s  the  cost  of 
health  care  coverage  for  the  system's 
teachers  was  rising  six  times  faster 
than  their  salaries.  "Employees  knew 
we  had  to  do  something,"  says  lohn 
Hanson,  director  of  insurance  for  the 
school  system.  So  the  school  system 
signed  up  MediQual  to  help  them 
select  the  best,  most  efficient  health 
care  provider.  The  winner:  Orlando 
Regional  Medical  Center,  which  then 
spent  $500,000  to  keep  the  software 
system  monitoring  its  performance. 
Costs  are  now  rising  at  10%  annual 
ly — high,  but  only  half  the  rate  during 


the  1980s. 

Hanson  believes  the  hill  impact  o( 
the  program  has  yet  to  be  seen.  He 
points  to  impressive  progress  made  in 
the  number  at  costly  lab  tests  being 
taken,  for  example.  The  number  o( 
tests  administered  each  year  w  as  nsing 
as  much  as  30%  before  the  monitoring 
began;  this  year  the  number  actually 
dropped  by  as  much  as  10V  Expcns 
per  hospital  admission,  which  include 
everything  from  administrative  and 
nursing  costs  to  those  of  tests  admin 
istered,  were,  until  recently,  nsing  as 
much  as  20%  a  vear.  This  year  they're 
up  only  2%,  the  smallest  increase  in 
ten  years. 

As  with  cars,  soap  and  all  other 
products,  so  with  medical  care:  The 
more  consumers  know .  the  better 
thev'll  be  able  to  choose  intelligently 
among  competing  suppliers,  ^nsi  the 
more  likeh  it  is  that  the  frightening 
escalation  of  health  care  costs  can  be 
moderated.  MediQual  is  m  a  real 
growth  industr)  aal 
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WE     CAN     CHANGE     THE     FUTURE. 


At  this  moment  there  may  be  a  fire  in  your  future. 
But  that  can  change.  You  can  put  out  a  future  fire  now, 
before  it  ever  starts. 

As  a  property  and  casualty  insurer,  we  know  the 
special  problems  of  the  plastics  industry  We  know  its 
worst  nightmare:  fire.  And  we  know  the  steps  you  can 
take  to  help  prevent  one.  Ybu  have  to  be  committed  to 
those  steps.  But  so  does  everyone  else  we  group  you 


with— plastics  people  like  you  who  share  the  same 
kinds  of  risks.  And  who  will  also  share  the  lowered 
premiums  and  the  possibility  of  dividends  that  come 
with  diligent  loss  control.  It's  that  way  for  every  in- 
dustry we  insure. 

Call  vour  agent  or  broker  about  us  soon.  There's  no 
time  like  the  present  for  changing  the  future. 

Atlantic  Mutual,  45  Wall  Street,  New  York,  NY  10005 


=^Atlantic!Vlutual 

IT  PAYS  TO  BE  CAREFUL. 


Did  you  know  that  NEC 

makes  a  wider  range  of 

computer  products  than 

anyone  in  the  industry? 

From  one  of  the 

world's  smallest  and 

lightest  notebooks, 

to  the  worlds 

fastest 

supercomputer. 


The  new  UltraLite  III. 
Is  it  a  notebook,  a 
desktop  or  a 
portable? 


Yes 

|  ^p  ^  a         Our  UltraLite'  III  is 
one  of  the  best  per- 
sonal computers  you  can  buy.  In  fact, 


it's  three  of  the  best  personal 
computers  you  can  buy. 
■  First,  the  UltraLite  III,  when  hi  a  note 
book,  weighs  just  4.8  pounds  and 
measures  a  super-thin  1.5"  x  9"x  11.5" 
It  has  2MB  of  RAM  (expandable  to 
10MB),  a  crisp,  bright  VGA  screen. 
60MB  hard  drive  and  386SX  processor 
running  at  20  MHz.  It  also  has  a  broad 
range  of  connectivity  features,  including 
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Computers  and  Communications 


serial  and  parallel  ports,  a  Super  VGA 
CRT  port,  a  mouse  port,  and  an  optional 
internal  modem  or  fax  modem.  Not  to 
mention  an  optional  external  battery 
slice  for  a  total  of  over  five  hours  of 
power.  All  of  which  permits  it  to  per- 
form feats  far  beyond  the  reach  of  ordi- 
nary notebooks,  far  from  home. 
■  Second,  when  its  a  desktop,  it  is  a  very 
high-performance  machine  indeed, 
delivering  full  desktop  capacity.  Nestled 
in  its  optional  docking  station,  the 
UltraLite  III  gives  you  even  more  com- 
puting power.  It  can  accept  up  to  two 
AT*  cards,  and  its  standard  5 XU"  drive 
bay  can  house  a  hard  or  floppy  drive, 
CD-ROM  reader,  tape  backup  or  other 
storage  device.  Allowing  you  to  build 
the  exact  computer  system  you  need. 


■  Third,  when  its  a  portable  PC,  it's  about 
as  portable  as  you  can  get.  Combined 
with  its  docking  station,  it  weighs  under 
15  pounds  and  is  comparable  in  size  to 
most  laptops.  So  you  can  set  up  your  office 
whenever  and  wherever  you  need  it. 

The  UltraLite  III  comes  ready  to  run 
with  MS-DOS*  5.0  and  Windows* 
pre-installed.  It  also  gives  you  some- 
thing you  can't  get  from  anyone  else,  at 
any  price:  NEC.  Fact  is,  NEC  not  only 
invented  the  notebook  PC,  we  invented 
the  docking  station,  as  well. 

For  more  information,  call  1-800-NEC- 
INFO.  Or  call  NEC  Fast  Facts 
1-800-366-0476,  #ULITE3  (854833)  for 
literature.  The  new  UltraLite  III.  The 
answer  to  your  every  computing  need. 


Because  ■  is  the  way  you  want  to  go. 


NEC 


Having  prospered  under  two  of  the  20th  century's 
more  bizarre  forms  of  statism,  Argentina's  Rocca  clan 
says  it  looks  forward  to  competing  in  the  real  world. 

Out  of 
the  asylum 


By  Joel  Millman 

As  Argentina  emerges  from  the  stag- 
nation of  a  statist  economy  into  the 
fresh  air  of  free  enterprise,  the  Techint 
Group  is  the  company  to  watch.  This 
already  giant  enterprise  is  getting 
even  bigger  as  it  buys  companies  for 
sale  under  the  Menem  government's 
privatization  program.  Since  last  year 
Techint  Group  has  obtained  long- 
term  leases  for  a  railroad  running  from 
Rosario,  in  the  heart  of  the  grain  belt, 
to  the  port  of  Bahia  Blanca;  1,200 
kilometers  of  toll  roads;  government 
oil  fields,  getting  deeper  into  oil  ex- 
ploration. It  also  bought  a  minority 
stake  in  Telefonica,  the  privatized 
phone  company. 

With  revenues  of  $1.7  billion  and 
an  annual  cash  flow  of  $250  million, 
Techint  looms  huge  in  a  gross  nation- 
al product  of  $83  billion.  Quite  a 
legacy  for  Agostino  Rocca  and  his 
family,  Techint's  founders. 

How  did  Techint  get  so  big?  By 
knowing  how  to  play  under  the  weird 
rules  of  a  statist  economy.  For  decades 
Techint  functioned  as  the  Peronists' 
patria  contratista,  or  favored  private 
contractor,  doing  most  of  its  business 
with  the  state.  In  this  role,  the  Roccas 
built  much  of  the  country's  power 
plants,  highways,  airports,  bridges 
and  dams.  Techint  owned  companies 
fabricating  steel  structures,  oil-drill- 
ing pipe  and  building  materials. 

Under  both  civilian  and  military 
regimes,  Techint  prospered,  doing 
business  with  virtually  every  govern- 
ment agency  from  the  state  oil  mo 
nopolv  to  the  air  force.  The  govern 
ment  cut  some  lovely  deals  for   IV 
chint.  There  was  only  one  supplier  of 
hot-rolled    Steel    coil    in    Argentina, 
government  owned    Somisa.    A   Te 
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chint  unit  contracted  to  buy  as  much 
as  20%  of  Somisa's  output,  getting  in 
return  discounts  of  as  much  as  $200  a 
ton  below  market.  Techint  then  sold 
its  finished  steel  to  other  domestic 
companies  far  above  the  world  price, 
its  customers  barred  by  high  tariffs 
from  buying  cheaper  steel  abroad. 

Techint  Group  made  good  money 
selling  to  the  state  as  well  as  buying 
from  it.  The  holding  company's 
seamless  steel  pipe  company,  Siderca, 
routinely  sold  pipe  to  the  govern- 
ment's oil  monopoly,  ypf,  for  40% 
over  the  international  market  price. 

If  ever  there  was  a  man  fit  to  thrive 
in  a  state-dominated  economy  it  was 
Techint's  founder,  Agostino  Rocca, 
an  Italian  military  engineer  by  train- 
ing who  rose  under  Benito  Mussolini 
to  become  head  of  the  Italian  Recon- 
struction Institute,  or  iri,  the  fascist 
state's  industrial  holding  company. 
During  the  Second  World  War,  Rocca 
was  the  director  of  Finsider,  Turin's 
biggest  war  contractor.  Rocca  learned 
the  ins  and  outs  of  dealing  with  the 
irrationalities  of  statist  economics. 

In  1945,  with  Italy  devastated  by 
war  and  his  personal  fortune  all  but 
gone,  Rocca,  then  50,  immigrated  to 
Argentina,  where  so  many  of  his 
countrymen  had  gone  before  him. 
Juan  Pcron,  recently  swept  into  pow 
er  by  Argentinean  mobs,  welcomed 
entrepreneurs  like  Rocca.  The  Argen 
tinean  dictator  wanted  to  make  Ar- 
gentina industrially  self  sufficient. 
Rocca  was  willing  to  help.  With  other 
alumni  from  iri  and  Finsider,  he 
founded  what  is  now   Techint. 

"We  had  a  saying  here,  el  deficit  del 
estudo  ts  cl  negocio  de  los  privmdos — 
state  deficits  are  the  business  ofpri 


vate  enterprise,"  says  Marcos  Victo- 
rica,  an  economist  who  audited  a  de- 
cade's worth  of  government  contracts 
in  1989.  Put  another  way,  public 
deficits  simply  became  private  profits. 

Agostino  Rocca  died  at  82,  in 
1978.  He  left  behind  able  heirs,  who 
still  own  a  majority  of  Techint;  the 
only  public  participation  is  through 
Siderca,  whose  shares  are  traded  on 
the  Buenos  Aires  Bolsa.  Based  in  Mi- 
lan, son  Roberto,  now  69,  ran  the 
family's  diversified  manufacturing 
holdings — machine  tools,  high  preci- 
sion grinders,  equipment  design — in 
Europe.  Management  of  the  Latin 
American  activities  fell  to  the  found 
er's  grandsons,  Agostino,  Paolo  and 
Gianfelice,  each  trained  in  top  busir. 
schools,  such  as  Harvard  and  Cornell, 

The  Roccas1  lucrative  life  as  puma 
contratistas  came  to  a\\  abrupt  end  in 
the  early  1980s,  when  the  1  aun  Amer- 
ican debt  crisis   hit   and   their  state 
owned  customers  finally  ran  out  of 
money,  fortunately  for  the  family,  the 
Roccas   had   sold   enough   product 
abroad  to  accumulate  hard  currcno 
reserves-  -  real  money,  not  near  worth 
less  paper  stutV.  As  4o  year  old  VgOl 
tino  Rocca,  the  family's  patriarch  in 
waiting,  puts  it    "We  anticipated  the 
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Techint  Group's 
heir  apparent, 
Agostino  Rocca 
"We  anticipated 
the  insolvency 
of  the  government.' 


Siderca  steel 
works  in  Cam  pa na 
Techint's  crown  jewel, 
it  exports  steel  pipe 
to  60  countries, 
from  Venezuela  to  China. 


insolvency  of  the  govern- 
ment, and  the  disappear- 
ance of  the  state  as  a 
client." 

To  their  credit,  the  Roc- 
cas  were  more  farsighted 
than  many  other  Argentin- 
ean industrialists.  Rather 
than  packing  up  and  leav- 
ing as  others  did,  the  Roc- 
cas  reinvested  to  make  Te- 
chint internationally  com- 
petitive, pouring  $600 
million — a  huge  sum  by  Ar- 
gentinean standards — into 
Siderca,  making  it  Latin 
America's  first  steel  pipe 
manufacturer  integrated 
from  raw  ore  to  finished 
product. 

To  finance  the  invest- 
ment, Techint  scoured  the 
world  for  customers  who 
would  pay  in  the  hard  cash  its  Argen- 
tinean customers  lacked.  It  opened 
sales  offices  in  Houston,  Beijing,  Du- 
bai and  Singapore,  selling  to  the  inter- 
national petroleum  giants. 

The  transition  from  dependence  on 
state  patronage  took  managerial  skills 
of  the  highest  order.  "You  can't 
imagine  those  days — decisions  made 


hour  to  hour,"  Rocca  recalls.  "The 
management  of  your  working  capital 
becomes  everything."  Interest  rates 
would  rise  from  1  %  a  day  to  6%  a  day  in 
mere  hours.  Orders  were  accepted, 
then  canceled  overnight. 

But  the  drive  to  be  internationally 
competitive  paid  off.  Siderca  is  now 
the  world's  second- largest  pipe  man- 


ufacturer, trailing  only  a  cartel  of  Jap- 
anese companies.  Last  year  it  sold 
some  $500  million  worth  of  pipe  to 
oil  company  customers  in  60  coun- 
tries, from  Venezuela  to  China. 

The  Rocca  grandsons  now  have 
their  eyes  fixed  on  Argentina's  biggest 
privatization  of  all — Somisa,  the  ar- 
my's integrated  steelworks.  Somisa  is 
currently  losing  over  $1  million  a  day. 
But  indications  are  the  Roccas  will  be 
determined  bidders  when  the  govern- 
ment auctions  off  Somisa  next  year. 
"The  continuity  of  supply  is  impor- 
tant to  us,"  says  Rocca.  "So  is  what 
happens  to  Somisa." 

There  is  no  guarantee  the  Roccas 
will  win  the  prize.  Last  year  auditors 
discovered  part  of  the  government 
steel  company's  losses  were  a  result  of 
its  below-market  contracts  with  Te- 
chint. While  Rocca  insists  both  parties 
benefited  from  purchase  agreements, 
Techint  recently  agreed  to  break  the 
deal  under  pressure  from  the  govern- 
ment. No  longer  able  to  buy  steel  at  a 
privileged  price,  Techint  may  bid  for 
the  steel  company.  "If  Techint  wants 
to  buy  Somisa  and  make  the  same 
contracts  again,  they  can,"  says  Mario 
Terzano,  part  of  the  government's 
privatization  team.  "They'll  be  the 
owner." 

Deals  like  this  and  the  Rocca  fami- 
ly's chumminess  with  dictators  and 
corrupt  civilian  and  military  govern- 
ments have  left  many  Argentineans 
with  ambivalent  feelings  about  the 
family.  "These  people,  they  milked 
the  cow  until  it  was  dead,  now  they  eat 
it  in  the  last  meal,"  complains  an 
Argentinean  banker.  But  he  concedes 
the  Roccas  are  needed  in  Argentina's 
transition  to  capitalism.  "They  [the 
Roccas]  have  the  cash,  and  they're 
willing  to  spend  it  in  Argentina." 

As  for  the  Roccas,  they  insist  they 
much  prefer  life  in  the  competitive  air 
of  free  enterprise  to  the  stale  atmo- 
sphere of  statism.  "There  was  no  free 
market  here,"  says  Arnaldo  Musich,  a 
longtime  adviser  to  Rocca  and  direc- 
tor of  Siderca.  "On  one  side  you  had 
the  prince,  as  the  Italians  say,  the 
dictatorship.  On  the  other,  the  entre- 
preneurs. And  the  entrepreneurs  lived 
under  insane  conditions." 

Having  survived  in  the  insane  asy- 
lum, the  Roccas  seem  genuinely  to 
welcome  the  more  rational  turmoil  of 
the  capitalist  world.  ■■ 
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WHEREVER  YOU  DO  BUSINESS  AROUND  THE  WORLD, 

WE'RE  PART  OF  THE  LOCAL  FABRIC.  Ai  the  A1G  Companies,  our  business 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  But 
there's  more  to  being  global  providers  of  insurance  thanjust  being  a  long  wag  from  home.  A1G  traces  its  roots 


to  Shanghai  in  1919,  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
managers  who  understand  the  business  practices  and  needs  of  their  own  markets.  If  you're  a  multinational 
company  doing  business  in  today  s  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 


A  siimmed-down  Centel  has  a  messy  balance  sheet 
but  some  wonderful  properties. 

Buy  one,  get  a 
second  free 


By  Gary  Slutsker 

In  1988  John  (Jack)  Frazee  Jr.'s  job 
was  in  danger.  Then  only  43,  Frazee 
had  just  been  named  chairman  of 
Chicago's  Centel  Corp.,  a  diversified 
outfit  that  was  in  the  local  and  long 
distance  telephone  businesses,  cable 
TV,  cellular,  telecommunications 
equipment  sales,  even  electric  power 
generation.  Smelling  some  nice  mon- 
ey to  be  made  by  taking  over 
and  busting  up  the  diversified 
company,  arbitrager  Asher 
Edelman  and  cellular  telephone 
entrepreneur  George  Linde- 
mann  waged  a  proxy  battle 
against  Frazee.  But  when  the 
votes  were  counted,  Frazee  won 
by  a  landslide. 

Frazee's  next  mover  He  be- 
gan busting  up  Centel  himself. 

Since  1988  Frazee  has  sold 
CenteFs  operations  in  electric 
power  generation,  telephone 
equipment  supply  and  stakes  in 
two  long  distance  carriers.  He 
sold  CenteFs  cable  operations, 
which  had  600,000  customers, 
in  pieces  for  about  $2,400  per 
subscriber;  today  subscribers 
trade  for  somewhat  less  than 
that.  The  cable  sales  alone  raised 
$1.4  billion. 

While  he  was  selling,  Frazee 
was  also  rekxusing  Centel  on  local 
telephone  and  cellular  services.  He 
modernized  Centel's  local  telephone 
service.  Today  all  of  its  switches  arc 
fully  digitized,  compared  with  less 
than  half  for  some  of  the  regional  Bell 
operating  companies.  All  this  cost 
saving  technology  enables  Centel  to 
charge  relatively  low  prices  yet  in- 
crease return  on  equity  to  the  maxi- 
mums allowed  b)  state  regulators. 

Still,  local  telephone  service  is  fac- 


ing troubled  times.  Revenues  from 
local  phone  service  are  shrinking, 
partly  as  a  result  of  a  1985  Federal 
Communications  Commission  deci- 
sion to  reduce  the  subsidies  that  long 
distance  companies  like  AT&T  and  MCI 
pay  local  phone  companies  to  support 
low  residential  rates. 

In  this  context,  Frazee's  decision  to 


I's  Jack  Frazee 
comes  cellular. 


buy  his  way  into  the  rapidly  growing 
cellular  telephone  business  looks 
pretty  smart.  In  1988  he  borrowed 
nearly  $1  billion  to  buy  up  cellular 
telephone  properties.  Some  Wall 
Street  .\nd  industry  analysts  thought 
he  was  foolish,  but  Fra/ee  persisted. 
"We  saw  [cellular]  as  an  opportunity 
literally,  of  a  lifetime — as  a  slam 
dunk,"  he  sa)  s 

lodav  Centel  owns  cellular  lice 
covering  almost  1^  million  "pops." 


or  potential  customers;  that  figure 
includes  pops  purchased  from  Roch- 
ester Telephone  in  a  complicated 
swap  that  gave  Centel  a  9.1%  stake  in 
Rochester.  All  in  all,  Frazee  bought 
the  cellular  franchises  for  an  average 
price  of  S90  per  pop,  less  than  half  the 
going  rate  today.  Centel's  licenses  are 
mainly  in  medium -size  but  growing 
cities  like  Las  Vegas,  Charleston,  S.C. 
and  Norfolk,  Va.  Centel's  cellular  rev- 
enues, which  should  be  around  S250 
million  this  year  (roughly  20%  of 
sales),  have  been  growing  at  close  to 
40%  in  spite  of  the  recession;  this  year 
Centel's  cellular  business  turned  its 
first  operating  profit  ( earnings  before 
interest  expense  and  tax^ 

"Our  initial  cellular  investments 
were  made  on  an  assessment  of  4.5% 
penetration  [of  the  population 
base],"  says  Frazee.  "I  don't  know  a 
lot  of  things  for  sure,  but  I  know  it's 
going  to  blow  by  that."  Centel's  big- 
gest market,  Las  Vegas,  already  has  3% 
cellular  penetration  and  rising. 
The  cellular  acquisitions 
have,  however,  saddled  Centel 
with  S715  million  of  goodwill; 
writing  it  off" will  depress  report- 
ed earnings  for  years  to  come. 
And  debt,  currendy  $1.4  bil- 
lion, also  casts  a  pall  on  the 
company.  With  debt  service  and 
the  writeoffs  of  goodwill,  Cen- 
tel's 1990  reported  earnings 
weren't  enough  to  cover  its  98- 
cent  dividend  last  year  and 
won't  be  this  year  or  next.  |  The 
dividend  is,  however,  adequate- 
ly covered  by  cash  flow 

All  these  negatives  have  com- 
bined to  keep  Centel's  market 
value — at  S2.5  billion,  $30  a 
common  share — well  below 
what  Frazee  reckons  to  be  its 
private  market  valuation.  He 
figures  its  1 .6  million  telephone 
lines  are  worth  $3.5  billion,  its 
1 6  million  cellular  pop  million 

Net  o(  debt,  then,  Frazee  arg. 
Centel  is  worth  Siv.^  billion,  or  $05 
per  share  Savs  Frazee,  with  some 
frustration:  "Tixlav,  when  you  buv 
our  stivk,  in  etfect  you  buv  telephone 
or  cellular,  and  get  the  other  one 
free."  He  has  put  his  sharchold, 
money  where  his  mouth  is  Over  the 
past  two  years  Centel  has  repurchased 
16.5  million  common  shares,  at  a 
split  -adjusted  price       525.70         aai 


80 


Forbes  ■  Pceembcr  .\\  1^1 


■ 


Advertisement 


It 

]• 

i 
o 

it 
;e 
c 
c 


Musk  Director  Daniel  Barenboim  conducts  the  Chicago  Symphony  Orchestra 
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IN  THIS  SPECIRL  REPORT 


CHICAGO'S: 
•Vibrant  Business  Climate 
•Economic  Vitality 
•Superior  Transportation 
•Rich  Cultural  Scene 
•Entrepreneurial  Spirit 
•Robust  Financial  Center 
•Unequalled  Quality  of  Life 
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If  any  city  can  oc  said  to  embody  the  entrepreneurial  spirit  of  this  nation,  it's 
Chicago.  Ravaged  by  the  1871  fire  that  destroyed  more  than  18,000  ot  its  build- 
ings, Chicago  rose  from  the  ashes  to  become  the  thin!  most  populous  at)  in  the 
country — a  metropolitan  captain  of  business  ami  industry. 

Today's  Chicago  is  a  dynamic  place  to  live  and  work,  whether  its  sports  you 
follow      or  the  financial  markets.  It  offers  a  rich  cultural  uu\.  whether  you  pursue 
the  lively  arts — or  the  art  of  tine  cuisine.  From  us  thriving  downtown  to  it>  dis 
tinctixc  neighborhoods.  Chicago  offers  something  for  everyone 


The  Right  Stuff. 

In  our  catalog  you'll  find  35,000  essential  items 
to  keep  your  plant,  company  or  job  running 
smoothly  It  covers  every  category  from  main- 
tenance to  construction  to  office  equipment. 

Right  Here. 

Most  likely  you're  only  a  few  minutes  away 
from  one  of  our  branches,  since  we  have 
more  than  325  of  them.  Staffed  by  people 
who  give  you  great  service  each  time       A 

you  call  or  come  in.  M 

Right  Now. 

Phone  or  fax  your  order.  It  will  be  ready  for 
pickup  when  you  get  there.  Or  we  can  deliver 
or  ship  the  same  day  if  you  prefer. 

We  know  if  we  don't  get  it  right  the 
first  time,  you  may  not  try  us  a 
second  time.  And  that's  the  most 
powerful  reason  in  the  world  to  get 
it  right.  Every  time. 


For  your  free  catalog,  call  1-800-473-3473. 
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CHICAGO'S  VIBRANT  BUSINESS  CLIMATE  In  a  beleaguered  national  economy,  Chicago  has  not 
only  stemmed  the  tide  of  recession — it  continues  to  move  ahead  with  remarkable  economic  vigor. 
Metropolitan  Chicago  is  the  only  region  in  Illinois  to  defy  a  no-growth  pattern. 


CHICAGO 


Cooperation  between  gov- 
ernment and  business  is 
critical  to  the  economic  suc- 
cess of  any  city.  Mayor 
Richard  M.  Daley  puts  him- 
self and  his  city  squarely  on 
the  side  of  business.  He 
regards  creating  the  proper 
climate  for  business  an 
essential  goal  of  his  admin- 
istration. 

"Chicago's  history-  and  cul- 
ture, its  lakefront,  its  archi- 
tecture and  its  industry  are 
unique  assets  that  can  attract 
jobs,  business  and  invest- 
ment." says  Daley.  "We  have 
an  opportunity  to  show  busi- 
ness leaders  how  the  puhlie 
and  private  sectors  are  suc- 
cessfully working  together  to 


meet  Chicago's  challenges. 
Business  will  see  why 
Chicago  remains  strong  and 
viable  while  other  cities  are 
threatened  with  bankruptcy 
and  cuts  in  basic  city  ser- 
vices." 

Chuck  Kierscht,  chairman 
of  Kemper  Financial 
Services,  praises  the  city's 
"can-do  spirit,  constructive 
atmosphere  and  strong 
work  ethic."  He  finds  the 
eitv  's  policy  of  wedding 
business  to  a  "strong  part- 
nership with  government*' 
extremely  helpful. 

Kemper  offers  nationwide 
financial  Btl'MCU  ami  has 

1,300  employees  in  Chicago 

alone.  \s  the  largest  asset 


manager  in  the  Midwest, 
Kemper  constandy  taps 
Chicago's  wealth  of  available 
legal,  accounting  and  print- 
ing services  to  keep  the  busi- 
ness on  its  competitive  track. 
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I  low  far  you  $)  has  a  lot  to  do  with  where  you  start. 
We're  proud  to  call  Chicago  home. 


©  1991  McDonald's  Corp 
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CHICAGO 


IGH  EXPECTATIONS  Stating  his  vision  for  a 
dynamic  Chicago,  Mayor  Daley  says:  "We  are  mov- 
ing ahead  with  many  important  projects  that  will 
ensure  our  role  as  an  international  leader  in  the  areas 
of  transportation,  commerce,  conventions  and 
tourism.  Projects  like  our  proposed  downtown  trol- 
ley system,  the  McCormick  Place  expansion  and  our 
third  airport  translate  into  opportunities  for  Chicago 
business  men  and  women.  Whether  a  company  is 
seeking  new  business,  reaching  out  for  investment 
capital  or  marketing  a  corporate  image,  Chicago  is 
the  city  that  exceeds  expectations." 


John  W.  Skorburg,  chief 
economist  for  the  Chicago 
Association  of  Commerce 
and  Industry,  reported  in 
the  October  8  Wall  Street 
Journal  that  from  April  1990 
to  the  present,  the  nation 
lost  a  little  more  than  1  mil- 
lion jobs.  Chicago,  however, 
gained  over  6,000  jobs  dur- 
ing the  same  period.  "This 
is  certainly  good  news  for 
our  community,"  he  says. 

Skorburg  adds:  "Our 
strength  is  seen  in  our  export 
sector,  composition  of  manu- 
facturing am!  the  labor  force, 
balance  in  the  construction 
industry  and  no  ovcnvliance 
on  federal  contracts." 


Chicago  has  recorded  sev- 
eral positive  trends  indica- 
tive of  its  overall  economic 
health.  While  many  cities 
reported  a  dramatic  increase 
in  business  failures, 
Chicago's  business  failures 
decreased  42%  from  the  pre- 
vious year,  according  to 
Cram's  Chicago  Business, 


Chicago  was  the  only  city 
among  the  nation's  top  ten 
to  record  such  a  sizable 
turnaround. 

Here  is  yet  another  positive 
statistic  demonstrating 
Chicago's  economic  vitality: 
Of  the  top  25  publicly  held 
companies  in  the  Chicago 
region,  19  reported  gains  in 
revenues  for  1990,  while  an 
equal  number  of  the  top  25 
privately  held  companies  also 
reported  revenue  increases. 

Crain  s  reports:  "The 
recovery-  in  Chicago  and 
Illinois  promises  to  be 
stronger  than  elsewhere  in 
the  nation,  thanks  to  contin- 
uing strong  export  sales  of 
capital  goods.  As  a  result, 
personal  disposable  income 
should  grow  at  an  average 
annual  rate  of  8°o  during 
the  1990s,  faster  than  the 
national  avenge." 


DISCOVER  THE  CITY  THHI  EXCEEDS  EXPECTHTIONS 


A  subtle  reminder  that 
you  need  an  Allstate  agent  forlife. 


/ 


Let  the  same  Allstate  agent  wh( )  insures  y(  )ur  car  and  your  h(  >me  help  y<  )u  w<  >rk  ( >ut  just  the  right  plan  to  f\  \  |  STcltE 

insure  your  life.  Allstate  Life,  financial  stability  you  can  count  on.  A  member  of  the  Sears  Financial  Network.  You're  in  good  hands 


O  Atae  Life  Insurance  Gxnpany,  Nonhbmok,  1L  Alktae  Life  Insurance  Company  of  >^Y()ricHuntir^^Statkm,NYNoiavailaBle  in  Massachusetts 
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CENTER  FOR  MEETINGS  &  CONVENTIONS  Chicago's  strength  as  a 
\  transportation  hub  and  its  unmatched  meeting  and  convention  facilities  have 
resulted  in  record-breaking  attendance  at  conventions,  trade  shows  and  corpo- 
rlnJDn     HHDb  bHUWb       rate  meetings.  This  year: 


For  all  of  Chicago's  conven- 
tion centers,  business  hotels 
and  meeting  facilities,  it's 
the  variety  and  prominence 
of  the  trade  shows  them- 
selves that  attract  the  ongo- 
ing stream  of  buyers  and 
sellers.  Chicago  annually 
hosts  the: 

•NEOCON  International 
Contract  Furniture  Show 

•Automobile  Show 

•National  Housewares 
Manufacturers  Show 

•National  Boat,  Travel 
and  Outdoors  Show 

•  National  Machine  Tool 
Manufacturers  Show 

•  Hardware  Show 
•Chicago  Flower  and 

Garden  Show 

•  Midwest  Computerized 
Office  Equipment 
Exposition 

•Consumer  Electronics 
Show 


CHICAGO 


GI5C0VEH  THE  CITV  THRT  EXCEEDS  EXPECTHTIONS 


•  More  than  1,200  conven- 
tions attracted  almost  half  a 
million  attendees  and  gener- 
ated more  than  $280  million. 

•  More  than  250  trade  shows 
brought  record  attendance  of 
2  million  plus  and  delegate 
expenditures  of  $2  billion. 
•There  were  27,000  regis- 
tered corporate  meetings, 
attended  by  893,000  busi- 
ness people,  that  accounted 
for  another  $250  million. 

In  sum,  more  than  3.5 
million  people  attended 
28,500  business-related 
events  that  generated  $2.5 
billion  in  convention,  trade- 
show  and  meeting  revenues 
in  Chicago. 

Major  convention  centers 
and  trade  show  pavilions  are 
in  constant  demand.  Several 
of  these  have  either  been 
renovated  or  are  scheduled 
for  major  expansion. 

•  McCormick  Place  is  one 
of  the  world's  largest  con- 
vention centers.  In  1986,  it 
underwent  expansion  that 
brought  its  total  space  to  1.6 
million  square  feet.  Plans 

The  \L(  ormick  Place  expansion  will 

provide  75%  more  exhibition  space 

than  //■(■  current  complex 


for  a  further  expansion  are 
on  the  drawing  board, 
including  a  new  exhibition 
hall,  public  square  and  gal  - 
leria  and  renovation  of 
existing  halls.  It  is  estimated 
that  the  McCormick  Place 
expansion  will  create  1 1,600 
permanent  jobs  and  have  an 
annual  economic  growth 
impact  of  $1.6  billion.  The 
new  structure,  when  com- 
pleted, will  have  75%  more 
exhibition  space  than  the 
current  complex.  Ground- 
breaking is  scheduled  for 
1993,  with  completion  three 
years  later. 

•  Chicago's  Merchandise 
Mart  and  the  Apparel  Center 
Exposition  Facilities  provide 
the  world's  largest  year- 
round  venue  for  exhibiting 
home  furnishings,  apparel, 
novelties  and  imported 


goods.  The  Mart  recendy 
opened  a  retail  center  called 
"The  Shops  at  the  Mart." 

Chicago  is  ideal  for  all 
kinds  of  events,  from  major 
trade  shows  to  festivals, 
that  contribute  to  the  over- 
all quality  of  life.  Moreover, 
they  stimulate  a  healthy 
environment  for  major 
hotels. 

Chicago  hotel  occupancy 
rates  have  soared.  Downtown 
hotels  experienced  a  9.8% 
increase  in  occupancy  levels 
in  1990.  The  fact  that  the 
average  room  rate  was  held 
to  only  a  1.9%  increase  dur- 
ing that  same  period  speaks 
well  for  the  managerial  pru- 
dence hotels  have  assumed 
in  attracting  a  constant 
Stream  of  business  and  holi- 
da\  gUeStS. 


Chicago  cU  Santa  Fe: 
On  track  and  on-the-move! 


Santa  Fe  trains  have  rolled  in  and  out  of  Chicago 
since  1888.  We  like  working  here.  It's  a  city  on  the 
move.  And  so  are  we. 

Last  year  we  moved  nearly  one  million  contain- 
ers and  trailers -which  accounted  for  about  35  per- 
cent of  our  revenues.  More  and  more  shippers  are 
realizing  the  benefits  of  train  and  truck  combined. 

More  progress  came  from  agreements  with 
other  railroads  and  steamship  companies  to  expand 
Santa  Fe  market  areas. 


There's  also  a  growing  city-to-city  warehousing 
program. ..a  short-haul  express  network... plus  an 
alliance  with  a  major  truck  firm  to  reach  new 
markets  with  premium  service. 

Innovative  customer-oriented  services  for 
heavy  and  bulk  freight  are  bringing  new  markets 
to  customers,  too. 

We're  on  track  as  a  railroad,  and  focused 
on  the  future. 


The  companies  of  Santa  Fe  Pacific  Corporation 

•  SANTA  FE  RAILWAY  hauled  more  than  1.5  mil- 
lion cars  of  freight  last  year  across  more  than  10,000 
miles  of  track  between  Chicago  and  L.A.,  and  south  to 
theioulf  of  Mexico. 

•  SANTA  FE  PACIFIC  MINERALS  controls  mil 
lions  of  acres  of  mineral  rights  for  precious  metals,  coal 
and  industrial  minerals,  and  is  emerging  as  a  major 
gold  producer. 

•  SANTA  FE  PACIFIC  PIPELINES  is  one  of  the 
largest  independent  refined  petroleum  products  pipeline 
companies  in  the  U.S. 


K^  B 


SAIMTyV  t=E  PACIFIC 

CORPORATION    


1700  East  Golf  Road    Schaumburg,  Illinois  60173-5860 

For  the  latest  Quarterly  Report, 

Annual  Report  or  other  financial  reports 

write:  Investor  Relations. 

1991  Santa  Fe  Pacific  Corp. 


advertisement  10 


TRANSPORTATION  HUB  One  reason  this 
wealth  of  business  activity  comes  to  Chicago  is 
because  the  city  is  the  nation's  number  one  transporta- 
tion hub.  The  airports  are  served  by  over  20  major 
domestic  airlines  and  foreign  carriers  that  offer  direct 
nonstop  service  to  the  business  centers  of  Europe  and 
Asia.  O'Hare  is  the  busiest  airport  in  the  nation:  60 
million  passengers  travel  through  its  gates  annually. 


Employee-owned  United 
Airlines  contributes  17,000 
jobs  to  the  burgeoning 
Chicago  workplace.  Chicago 
is  United's  home  city — its 
busiest  hub — and  nothing 
could  be  more  indicative  of 
Chicago's  progressive  vision 
than  United's  fabled  O'Hare 
"terminal  for  tomorrow." 
This  sophisticated  complex 
provides  a  travel  experience 
worthy  of  the  world's  great 
transportation  centers. 
Skylights  soar  overhead,  and 
a  high-tech  underground 
passageway  with  moving 
sidewalks  connects  twin 


concourses. 


CHICAGO 


Chicago's  ground  trans- 
portation surpasses  that  of 
any  other  metropolitan  area. 
The  state  of  Illinois  pro- 
vides an  extensive  web  of 

transportation  arteries  for 


easy-access  highway  traffic. 

Trucks  carry  more  than 
50  million  tons  of  freight  in 
and  out  of  Chicago  each 
year.  The  city  is  also  the 
connecting  point  for  an 
ever-growing  transconti- 
nental Amtrak  rail  service. 
Each  day,  more  than  50 
passenger  trains  come  into 
the  historic  granite  and 
marble  Union  Station, 


which  has  recendy  been 
magnificendy  renovated. 

"Chicago  is  still  the  rail- 
road hub,"  says  Len  Hall, 
advertising  manager  for 
Santa  Fe  Pacific 
Corporation.  The  Santa  Fe 
Railway  loads  between 
2,000  and  3,000  freight  con- 
tainers daily  for  sliipment 
nationwide.  The  Santa  Fe 
truck-rail  transfer  facility 
loaded  and  shipped  over 
576,000  containers  and 
trailers  in  1990.  giving  the 
location  the  largest  inter- 
modal  traffic  volume  in  the 
entire  Santa  Fe  system. 

No  wonder  Carl  Sandburg, 
Pulitzer-prize  winner  and 
native  Illinoisian,  called 
Chicago  the  "freight-handler 
for  the  nation."  It  still  is. 


(  nitiil .  \trlims'  "terminal  for  tomom 
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Communications:  One  of  the  great  strengths 

of  the  Great  Lakes  region. 


The  Great  Lakes  region  is  home  to  25%  of  America's 
Fortune  500  U.  S.  companies,  is  the  commodities  trading  center 
of  the  world,  and  has  more  newspapers  and  computer  sites  than 
any  other  region  in  the  country.  How  do  more  than  12  million 
businesses  and  homes  in  this  information-intense  region  keep 
communications  flowing?  By  relying  on  Ameritech. 

The  communications  needs  of  the  Great  Lakes  region  are 
among  the  most  demanding  in  the  country.  That's  why  we  always 
stay  a  step  ahead,  anticipating  those  needs  and  creating  better 
ways  to  serve  and  satisfy  our  customers.  We  put  the  first  mobile 
phone  system  in  the  U.S.  into  operation,  we  have  the  largest 
voice  messaging  network  in  the  country,  and  we  currently  have 
two  fiber  optic  tests  in  market  for  new  technology  that  will  lead 
the  way  in  bringing  the  information  age  to  the  home. 

Solutions  that  work:  We  know  it's  our  commitment 
to  successful  innovation  that  has  helped  our  company  reach  $10 
billion  in  revenues.  Since  divestiture,  Ameritech  has  led  all  the 
other  regional  Bell  companies  in  recording  the  highest  return  to 
equity,  16.3%  last  year.  The  Great  Lakes  region  and  Ameritech 
continue  to  thrive  together. 

For  a  copy  of  our  Annual  Report  or  other  information,  call 
Ameritech  Investor  Relations  at  312/750-5353. 


The  Communications  Companies  of  Ameritech: 

Illinois  Bell 

Indiana  Bell 

Michigan  Bell 

Ohio  Bell 

Wisconsin  Bell 

Ameritech  Audiotex  Services 

Ameritech  Credit 

Ameritech  Development 

Ameritech  Information  Systems 

Ameritech  Internatior  t 

Ameritech  Mobile  Communica    >ns 

Ameritech  Pu>    shing 

Ameritec    Services 

TheTigr       orporation 

J  £  ME  it'  TECH 


u> 


c  1991  Amenlech 
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"HOLLYWOOD  ON  THE  IM'1 

Cbkagoans  now  take  it  in 
stride  when  they  find  them- 
selves eating  in  the  same 
restaurant  or  shopping  in  the 
same  stores  as  their  favorite 
actors.  The  Windy  City  has 
become  one  of  the  most  popu- 
lar locations  for  Hollywood 
filmmakers,  and  a  record  $65 
million  and  thousands  of  jobs 
have  boosted  Chicago's  econo- 
my. More  than  18  Hollywood 
feature  films  have  come  to 
Chicago  for  location  shooting 
this  year,  including  the  block- 
buster "'Home  Alone. "  "Home 
Alone  II"  is  scheduled  to  begin 

''ooting  in  December. 


1 
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Chicago,  says  Mayor 
Richard  M.  Daley,  keeps 
the  entrepreneurial  climate 
alive  and  on-track  in  a 
joint-venture  effort  by  city 
government  and  the  business 
community.  "There's  a  part- 
nership here, "  he  says,  "not 
an  adversarial  relationship. " 


SIGNS  OF  VITALITY  Chicago  is  a  dynamic 
focal  point  for  business  and  enterprise.  Consider 
some  key  facts: 


•  26%  of  the  U.S.  popula- 
tion— 63  million  people — live 
within  500  miles  of  Chicago. 

•  $350  billion  worth  of 
annual  retail  sales  occur 
within  the  same  radius. 

•  At  a  time  when  major 
metropolitan  newspapers 
all  over  the  country  are 
troubled,  both  the  Chicago 
Tribune  and  Chicago  Sun- 
Times  have  increased  their 
daily  circulation. 

•  Major  construction  pro- 
jects are  planned  for  the 
already  dynamic  central  city. 
For  example,  the  Central 
Station  project  at  Roosevelt 
Road  and  Michigan  Avenue 
will  be  a  mixed-use  facility 
with  residential/office,  retail, 
exhibition,  institutional  and 


hotel  space.  It  will  play  an 
important  part  in  the  ongo- 
ing central  city  resurgence. 

A  new  International  Press 
Center  (IPC)  will  be  located 
in  the  Merchandise  Mart. 
The  IPC  will  not  only 
encourage  national  and 
international  press  coverage 
of  city  events,  but  will  pro- 
vide multi-media  resources 
and  serve  as  a  focal  point  for 
media  gatherings  and  civic 
activity.  The  IPC  is  sched- 
uled to  open  in  1992. 

Chicago  also  offers  busi- 
nesses a  state-of-the-art 
telecommunications  sv  stem. 

William  I..  Weiss,  chairman 
and  chief  executive  officer  of 

Anicritech,  sa\s:  "  \  Strong 
economy  depends  on  the 


availability  of  an  advanced 
telecommunications  system, 
and  Chicago  is  fortunate  to 
have  one  of  the  world's  most 
sophisticated  information 
infrastructures."  Ameritech's 
business  installations 
increased  6%  in  1990,  while 
the  company's  cellular 
hookups  increased  35%. 
Weiss  says,  "Ameritech 
views  its  headquarters  city  as 
an  ideal  place  in  which  to  do 
business  and  a  fertile  envi- 
ronment for  the  information 
technologies  that  will  help 
shape  our  future." 

With  Si 3  billion  in  sales 
and  a  worldwide  network  of 
more  than  100,000  employ- 
ees, Chicago-based  Sara  Lee 
ranks  third  on  the  list  of 
Chicago's  largest  companies. 
Although  Sara  Lee  is  an 
international  marketer. 
Robert  Lauer,  vice  president 
of  corporate  affairs,  says 
Chicago  will  remain  its  cor- 
porate headquarters  because 
"Chicago  has  every  resource 
needed  to  run  ■  global  busi- 
ness." Laner  s.ivs  the  citv  is 
"ideallv  situated,  mating  it 
e.isv  tor  our  division  111.111- 
.1  Hers  throughout  the  world 
to  come  into  (  liic.i^o  tor 

meetings."  Once  the]  arrive, 

thev  find  .1  "user-tricndlv" 
citv.  he  s.ns  —  "vibrant.  1 1 
nomicallv  health)  .uii\  cul- 
tur.illv  verv  desirable." 


f 


DISCOVER  FHE  CITV  THAT  EXCEEu      "FClRTluHS 


And  you  thought 
Chicago's  Bulls 
and  Bears  wore 
shorts  and 
shoulder  pads. 

This  phenomenal  foursome  has  firmly 
established  Chicago  as  one  of  the  world's  most 
competitive,  innovative  financial  centers. 
Whether  the  name  of  the  game  is  defensively 
managing  risk  or  aggressively  maximizing 
opportunity,  this  team  of  leaders  is  ardently 
followed  by  financial  managers  around  the  world. 

Chicago  Board  of  TVade  and  Chicago 
Mercantile  Exchange:  The  two  largest  futures 
and  options  on  futures  exchanges  in  the  world,  by 
every  measure  from  contract  volume  and  open 
interest  to  dollar  volume  and  membership  size. 

Chicago  Board  Options  Exchange:  The  world's 
largest  options  exchange  where  options  on  over 
270  stocks  and  the  S&P  100*  stock  index  (OEX*) 
and  S&P  500*  stock  index  (SPX™)  trade. 

Midwest  Stock  Exchange:  The  second  largest 
stock  exchange  in  the  U.S.  with  the  most  innova- 
tive trading  and  telecommunications  technology. 

(Ml  Chicago  Board  of  Trade 


CHICAGO  MERCANTILE  EXCHANGE' 


I  N©  ChicagoBoard 

Options 

Exchange 


Midwest 

r>^5  Stock  Exchange 
If     II  Incorporated 


— 
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Chicago  Symphony  Orchestra 


B.B.  King 


The  Art  Institute  of  Chicago 


r-  +r 


Oceanarium 


Arlington  Park 


CHICAGO 


DISCOVER  THE  CITV  THAT  EXCEEDS  EXPECTATIONS 


A  RICH  CULTURAL  CENTER  Chicago 
abounds  in  cultural  attractions  and  the  performing 
arts.  Residents  and  visitors  enjoy  some  of  the  nation's 
most  gripping  drama,  stunning  opera,  internationally 
acclaimed  classical  music  and  delightful  cabaret.  The 
city's  arts  organizations  are  legendary. 


The  Chicago  Symphony 
Orchestra  is  without  argu- 
ment one  of  the  finest  in  the 
world.  Under  the  baton  of 
new  music  director  Daniel 
Barenboim,  the  symphony 
performs  a  splendid  reper- 
toire. The  symphony's 
string  quartet  offers  a  varied 
program  of  free  concerts  at 
the  Public  Library  Cultural 
Center  throughout  the  year. 

The  Chicago  Sinfonietta,  a 
mid-sized  professional 
orchestra,  has  achieved  eth- 
nic diversity,  not  only  on 
stage,  but  in  the  audience, 
through  its  creative  approach 
to  music  selection.  Its  direc- 
tor, Dr.  Paul  Freeman,  has 
been  hailed  as  a  brilliant  pro- 
grammer of  music. 

For  opera  lovers,  the 
world-renowned  Lyric 
Opera  of  Chicago  hosts  a 
remarkable  calendar  of  inter- 
national performers  and 
commissions  world-class 
operas,  which  are  then  per- 
formed around  the  globe. 

Chicago  is  a  blues  and  jazz 
paradise.  Musicians  confirm 


Chicago  Bulls'  Michael  Jordan 

that  Chicago  is  the  city  for 
live  American  music.  With 
over  50  clubs,  it  is  one  of  the 
few  cities  where  a  profession- 
al musician  can  make  a  Irving 
without  holding  a  second  job. 

Chicago's  more  than  54 
museums  make  it  pleasantly 
difficult  to  decide  where  to 
start  a  cultural  excursion. 
The  Art  Institute  of 
Chicago's  famous  collection 
spans  40  centuries.  Its 
founder,  Mrs.  Potter 
Palmer,  is  credited  with  the 
survival  of  the  Impressionist 
movement  in  France,  and 


The  "Taste  of  Chicago"  Festival 

made  the  Art  Institute 
home  to  more  Impressionist 
paintings  than  the  Louvre. 
The  Museum  of  Science 
and  Industry  houses  2,000 
exhibit  units  in  75  major 
exhibition  halls.  There's 
also  the  mammoth  Field 
Museum  of  Natural  History, 
which  anchors  the  lakefront 
museum  campus  with  the 
Adler  Planetarium,  the 
Shedd  Aquarium  and  the 
new  Oceanarium.  The 
Oceanarium  bridges  the  gap 
between  urban  society  and 
threatened  coastal  wilder- 
ness areas,  providing  a  habi- 
tat for  whales,  dolphins,  sea 
otters  and  seals. 

Chicago  is  also  home  to  the 
Terra  Museum  of  American 
Art,  the  DuSable  Museum  of 
African-American  History, 
the  Mexican  Fine  Arts 
Center,  the  Ukrainian 
Museum  and  a  variety  of  out- 
standing ethnic  museums, 
galleries  and  cultural  centers, 

Chicago's  Lincoln  Park 
Zoo  is  the  largest  free  inner- 
cm  /oo  in  the  world.  The 
Chicago  Botanical  Gardens 
are  a  300-acre  living  museum 
just  north  of  the  city. 

C  HUcan  is  OS  the  cutting 
edge  of  theatre  and  film. 


* 
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\eople,  business  and  boats  need  strong  ties.  We  don't 
mean  ties  that  bind.  We  mean  keeping  attached  to  what 
is  important  from  the  past,  being  rooted  in  values,  but  not 
unresponsive  to  the  times. 

For  i02  years,  it  has  been  these  values  that  have 
anchored  Northern  Trust  and  given  us  calm  confidence 
for  focus  and  vision  no  matter  what  the  weather. 

Focus  and  vision,  that's  the  difference  we  offer  in  a 
world  of  constant  change.  Which  may  be  why  over 
the  years,  our  clients  have  come  through  three  depressions 
with  us,  six  wars,  and  too  many  crises  to  count— not 
just  surviving  but  thriving. 

When  the  financial  winds  are  unpredictable,  and 
the  water  choppy  our  values  have  a  remarkably 
reassuring  effect  on  our  clients.  For  financial  peace  of 
mind,  call  Terry  Murray,  SeniorVice  President,  at 

(3i2J  444-7066. 


Northern  Trust  BanK 


Northern  Trust  Corporation,  50  S.  La  Salle,  Chicago,  IL  60675.  Subsidiaries  located  in  Arizona,  California,  Florida,  Illinois  and  Texas.  Rates  and  services  may  vary.  Members  FDIC. 


This  Isn't  ThE  Rber 

Of  TELECOMMUNICATIONS. 


As  a  leader  in  telecommunica- 
tions and  the  use  of  fiber  optics, 
Centel  has  succeeded  by  not  only 
discovering  the  power  of  tech- 
nology, but  by  remembering  how 


real  communication  happens: 
people  to  people. 
Which  ultimately  means  that 


the  quality  of  your  communica- 
tion depends  on  the  quality  of  the 
people  behind  it.  And  nobody 
in  telephone  or  cellular  makes  that 
connection  better  than  Centel. 


CENTEL 

WHERE  PEOPLE  CONNECT 

TELEPHONE- CELLULAR 

©  1991  Centel  Corporation.  For  more  information,  please  write  to  Centel  Corporation,  Dept.  A,  8725  Higgins  Road,  Chicago,  IL  60631. 
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The  League  of  Chicago 
Theatres  boasts  more  than 
120  members.  Tony-award- 
winning  Chicago  produc- 
tions often  travel  east  to 
dazzle  Broadway. 

The  city  has  131  forest 
preserves,  147  golf  courses, 
706  tennis  courts  and  563 
parks — all  within  the 
Chicago  area.  Chicago's  lake- 
front  offers  26  miles  of  public 
beaches,  nine  yacht  clubs  and 
13  boat  launching  sites. 

Chicago  has  always  been  a 
major  sports  town  with  fans 
who  are  enthusiastic  and 


loyal — win  or  lose.  But  this 
year,  all  of  Chicago  showed 
enthusiastic  support  when 
the  Chicago  Bulls  won  the 
1991  NBA  World  Cham- 
pionship. Chicago  has  also 
cheered  the  Super  Bowl  XX 
Chicago  Bears,  the  White 
Sox,  the  Cubs  and  the 
Blackhawks. 

For  a  day  or  night  at  the 
races,  catch  the  thoroughbred 
action  at  Arlington  Park, 
Sportsmans'  or  Hawthorne 
race  track;  or  perhaps  take  in 
evening  harness  racing  at 
Maywood  Park. 


CHICAGO'S  FESTIVALS 

Chicago  boasts  as  many  festivals  and  gala  celebrations  as  there  are 
culturally  diverse  communities  in  the  city.  In  spring  and  summer, 
not  a  weekend  goes  by  without  a  neighborhood  festival  or  world-class 
event,  including: 

•  The  Taste  of  Chicago,  the  world's  largest  food-tasting  event 

•  The  Chicago  Jazz  Festival,  which  enjoys  an  international  reputation 

•  The  Chicago  Blues  Festival,  featuring  legendary  performers 

•  The  largest  free  Gospel  Festival  in  the  world 

•  The  Viva!  Chicago  Festival,  a  two-day  celebration  of  Latin 
culture  and  music 

•  Country  Music  Festival — in  1991,  Chicago's  newest  festival 

•  Venetian  Night,  the  longest-running  of  Chicago's  major  festivals, 
which  lights  up  the  lakefront  with  a  dazzling  display  of  fireworks. 

Some  of  the  best  entertainment  can  be  found  in  Chicago's  neighbor- 
hoods, featuring  food,  music  and  crafts  of  the  many  cultures  that  con- 
tribute to  Chicago's  reputation  as  "The  World  on  the  Lake. " 
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PEACE  OF  MIND 


ff  1990  KEMPER  FINANCIAL  SERVICES,  INC 
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THE  ENTREPRENEURIAL  SPIRIT  A  trip  to  the  original  McDonald's  provides  a  nostalgic  look  at 

Chicago's  entrepreneurial  spirit.  When  Chicagoan  Ray  Kroc  opened  his  first  establishment  in  1955,  he  was 

told  he  was  crazy  to  think  a  hamburger  drive-in  would  be  successful  anyplace  east  of  the  Mississippi;  the 

weather  would  be  too  unpredictable.  True  to  form,  on  the  day  of  the  Grand  Opening,  it  rained.  But  in  a  diary 

entry  that  same  day,  Kroc  wrote  that  he  fancied  he  could  someday  open  as  many  as  1,000  restaurants. 

"What  impresses  me  most        customers  across  the  nation, 
is  the  way  substance  is  val-  "There's  a  tremendous 

ued  over  form  in  this  area,"         community  spirit  here,"  says 


Both  the  experts  and  Kroc 

were  wrong.  Now,  35  years 

later,  there  are  more  than 

|    12,000  McDonaTd's  restau- 
rs .    __ 
-i   rants  in  55  countries,  serving 

*    up  billions  of  "Big  Macs" 

and  fries.  Through  the  years, 

the  company's  headquarters 

has  remained  in  Chicago.  As 

Kroc  once  said,  "There's  no 

place  like  home." 


says  John  P.  Frazee  Jr., 
chairman  and  chief  execu- 
tive officer  of  Centel  Corp. 
Centel  provides  telephone 
service  in  nine  states,  as  well 
as  advanced  business  com- 
munications and  data  ser- 
vices to  more  than  20,000 


Frazee.  "It  may  have  less 
flash  than  some  eastern 
cities,  but  there's  a  long- 
lasting  payoff.  People  pull 
together  to  do  things  for  the 
community.  This  spills  over 
into  the  results  you  get  from 
your  colleagues.  Ultimately, 


To  sleep  like  a  baby.  It's  everyone's  dream. 

Unfortunately,  when  you  find  out  how 
much  things  cost,  it's  hard  to  do. 

When  you  work  hard  all  day,  you  shouldn't 
have  to  lose  sleep  worrying  about  your 
investments. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

You'll  sleep  better. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax* Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  prospectuses  by  calling  1-800-621-1048. 
Read  tbem  carefully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
Investors  Life  Insurance  Company. 


KcmPER 


I 1 

Financial 
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A  concern  for  your  futureT 
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77>e  original  McDonald's  restaurant 

it  reflects  in  your  business." 
Frazee  also  appreciates  how 
receptive  the  educational 
community  is  to  the  idea  of 
contributing  to  telecommu- 
nications research  and 
experimentation. 

W. W.  Grainger,  the  $2 
billion  distributor  of  equip- 
ment, components  and  sup- 
plies to  the  commercial 
industrial  and  contractor 
markets,  is  typical  of  a  com- 
pany that  grew  up  in 
Chicago  and  stuck  with  it. 
Bill  Grainger,  another  of  the 
city's  entrepreneurs,  started 
his  fledgling  distributorship 
in  1927.  Soon  thereafter,  he 
began  to  branch  out  into 
other  markets,  and  by  1949 


CHICAGO 


had  established  39  branches 
in  30  states. 

His  son  David  now  runs 
the  company  and  oversees  a 
blossoming  network  of  326 
branches  in  all  50  states.  But 
he  has  never  thought  of  tak- 
ing either  his  company's 
roots  or  his  personal  ones 
away  from  Chicago.  Why? 
Says  Grainger  President 
Wiley  Caldwell:  "The  trans- 
portation system  is  unparal- 
leled here,  for  one  thing.  For 
another,  the  university  sys- 
tem is  excellent.  We  have  a 
tuition-reimbursement  pro- 
gram, and  we  encourage  our 
employees  to  take  full 
advantage  of  it.  We  can  also 
recruit  directly  from  our 


university  system.  Our 
Chicagoan  employees  don't 
have  to  move  from  where 
they  went  to  school." 


TESTIMONY  TO 
EXCELLENCE 

Darryl  Hartley-Leonard, 
president  of  Hyatt  Hotels 
Corp.,  has  traveled  and 
worked  all  over  the  country. 
To  him,  Chicago  is  ideal  for 
business. 

"The  fact  that  you  can  get 
on  a  plane  in  Chicago  at  7 
a.m.,  arrive  in  Los  Angeles  at 
9:30  a.m.,  then  meet  all  day 
and  get  back  home  before 
9:30  p.m.  appeals  to  me.  It's 
the  same  with  traveling  to 
other  cities,  almost  any- 
where in  the  country,"  says 
Hartley-Leonard.  "The  ease 
of  transportation  and  the 
central  location  means  I  can 
devote  one  day  of  my  time 
to  what  others  may  have  to 
devote  three  days.  You 
accomplish  more." 

Hartley- Leonard  also 
appreciates  the  feeling  of 
community  spirit.  "There's 
just  something  that's  vcn 
'family'  about  Chicago,  and 
you  don't  get  that  in  other 
big  cities.  There's  a  friendli- 
ness here  and  a  feeling  that 
evervone  counts  for  sonic- 


thing.  Our  labor  force  has  a 
strong  Midwestern  ethic; 
they  work  hard  and  there's 
very  little  turnover." 

Allstate  Insurance  Group 
has  been  in  the  Chicago  area 
since  1931,  and  feels  the 
need  to  stay  Chicago-based. 
Allstate  employs  more  than 
10,000  people  in  Illinois  and 
has  613  regional,  sales  and 
claim  offices.  Allstate  has 
12,000  offices  nationwide, 
and  generates  upward  of  $16 
billion  in  annual  revenues. 

Chicago  has  also  been  the 
long-time  home  of  the 
Florsheim  Shoe  Company. 
Celebrating  its  centennial  in 
1992,  Florsheim  has  been 
headquartered  in  the  same 
building  since  just  after 
World  War  II.  President 
Ron  Mueller  says.  "We've 
been  doing  hundreds  of  mil- 
lions of  dollars  annually,  and 
expect  to  double  our  sales  m 
the  next  ten  vears." 
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Fans  teel/Escas  t 


Just-in-Time  in  Half  the  Time     Investment  Casting  requires  about  88  hours  of 
Applied  Metelligence  from  elapsed  time.  This  schedule  just  does  not 

measure  up  to  today's  "Just-in-time"  production 

demands.  Enter  Applied  Metelligence  from 

Fansteel/Escast. 

First,  work  flow  is  redesigned  to  reduce 

materials  handling. 

Second,  steps  are  implemented  to  reclaim  wax 

used  in  the  investment  casting  process. 

Third,  dies  are  rapidly  exchanged  to  reduce 

operator  and  machine  idle  time. 
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Fourth,  a  new  chemical  binder  is  used  to  reduce 
the  casting  drying  time  from  24  to  4  hours. 
The  results?  Work-in-process  time  is  halved, 
accounts  receivables  are  reduced  by  four  days 
and  daily  shipments  are  leveled. 
Applied  Metelligence  at  Fansteel/Escast 
means  "Just-in-time"  manufacturing  in  half 
the  time.  It's  just  one  more  reason  it  will  pay 
you  to  know  more  about  us. 


Escast  produces  investment  castings  and 
machinery  for  the  investment  casting 
industry.  The  company  currently  serves 
diverse  markets  including  automotive, 
industrial  hardware,  military  goods  and 
general  OEM  parts. 


ansteel 

1  Tantalum  Place 

North  Chicago,  IL  60064 

708-689-4900 
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CHICAGO 


ROBUST  FINANCIAL  CENTER  The  financial 

sector  is  certainly  one  of  Chicago's  strongest  suits. 

No  other  city  in  the  nation  can  boast  three  of  the 

country's  four  largest  futures  exchanges  and  the 

world's  largest  listed  stock  options  exchange. 

Individually  and  together,  the  Chicago  Board 

Options  Exchange,  the  Chicago  Board  of  Trade,  the 

Chicago  Mercantile  Exchange  and  the  Midwest 

Stock  Exchange  are  a  magnet  for  investment  activity 

from  around  the  globe. 
The  concept  of  futures 


DISCOVER  THE  CITV  THHT  EXCEEDS  EXPECTflTIDMS 


exchanges  dates  back  hun- 
dreds of  years,  but  it  was 
Chicago's  exchanges  that 
mastered  the  concept  as  it 
relates  to  the  modern  inter- 
national market  economy. 
Through  these  exchanges, 
Chicago  has  become  the 
risk  management  capital  of 
the  world. 

Chicago's  financial 
exchanges  provide  over 
33,000  direct  jobs  and  an 
additional  110,000  related- 
services  jobs  for  the  city's 
economy.  The  exchanges 
and  their  member  firms 
spend  over  $1  billion  a  year 
on  goods  and  services. 

Chicago's  vigorous  bank- 
ing industry  accounts  for 
10%  of  all  of  'the  insured 
commercial  bank  net 


<  'bicago  \ hiuintilc  Exdnrngt 


income  in  the  country. 
Together,  Chicago's  25 
largest  banks  have  com- 
bined assets  in  excess  of 
$105  billion.  The  First 
National  Bank  of  Chicago,  a 
unit  of  First  Chicago  Corp., 
is  the  largest,  with  upwards 
of  S3  5  billion  in  assets.  First 
Chicago  is  the  nation's 
13th-largest  bank. 

In  spite  of  national  trends. 
First  Chicago  remains 
resilient.  "Chicago's 
strength  is  its  diverse  econ- 
omy. For  a  money  center 
bank  like  First  Chicago, 
there  is  really  nothing  more 
critical."  says  J.  Mikesell 


Thomas,  First  Chicago 
Corp.  executive  vice  presi- 
dent. He  heads  the  North 
American  Banking  Group 
that  provides  financial  ser- 
vices and  products  to  large 
corporations.  "We  have  in 
our  Alidwest  marketplace  a 
wide  variety  of  corporate 
customers,  including  fight 
and  heavy  manufacturing 
companies,  and  a  booming 
service  industry  ranging 
from  growing  accounting 
and  legal  practices  to  some 
of  the  world's  finest  medical 
centers." 

Northern  Trust,  another 
Chicago  bank,  offered  a  visi- 
ble boost  for  the  banking 
industry  by  building  a  new 
structure  for  its  2.200 
employees  close  to  down- 
town Chicago. 

David  \V.  Fox.  Northern 
Trust's  president  and  chief 
executive  officer,  s.ns  thai 
the  building  "sends  a  signal 
ofstabiht]  .uu\  confidence 
to  the  citv  and  our  people." 
The  5  5  0.000- square -foot 
space  has  received  several 
design  awards. 


Luxury  Classic. 


Our  most  talented  craftsmen  and  our 
rinest  leathers  are  reserved  for  creating 
this  classic  shoe.  Only  after  more 
than  one  hundred  hand  operations 
and  quality  inspections  can  the 


FLORSHEIM 

Bgyal  Imperial 


A.  century  of  style  in  Chicago. 


Royal  Imperial  rightly  he  considered 
the  rinest  dress  shoe  in  the  world. 
For  the  Florsheim  Dealer  nearest  you, 
call  1-800-446-3500  or  check  the 
\ellow  Pages. 
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Proposed  renovation  for  Navy  Pier 

ARCHITECTURAL  EXCELLENCE  Architectural  design  is  Chicago's  most 
visible  strength.  Not  only  is  the  city  a  living  example  of  the  state  of  the  art,  it 
reaps  the  rewards  of  city  planner  Daniel  Burnham's  unique  vision.  Burnham  pre- 
served open  spaces  that  complement  everything  from  skyscrapers  to  residential 
areas  replete  with  turn-of-the-century  charm.  Chicago  is  truly  a  livable  city. 
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To  get  the  big  picture,  visi- 
tors often  journey  up  to  the 
sky  deck  of  the  tallest  building 
in  the  worid,  Sears  Tower. 
From  this  vantage  point,  it 
seems  one  can  almost  reach 
out  and  touch  two  of  the 
other  five  tallest  man-made 
structures  in  the  world — the 
John  Hancock  Building  and 
the  Amoco  Building. 

Chicago's  central  business 
district  proudly  displays  the 
world's  tallest  bank  building, 
the  First  National  Bank  of 
Chicago.  The  tidiest  apartment 
building  in  the  world,  the  70- 
story  Lake  Point  Tower,  stands 
alongside  the  lakefront. 

Chicago  works  with  the 
private  sector  to  further 
enhance  the  downtown  area 


THE  C1TV  THAT  EXCEEDS  EXPECTATIONS 


for  the  people  who  live  and 
work  there.  The  city's  new 
landscape  ordinance  requires 
planned  developments  to 
include  trees  and  shrubs. 
The  city  also  asks  that  art  be 
incorporated  into  public  and 
private  buildings,  and  that 
structures  be  dluminated  at 
night  as  part  of  the  "Light 
Up  the  Loop"  program. 

There  are  other  innova- 
tions as  well:  The  stunning 
new  Harold  Washington 
Library  Center  leads  the 
transformation  of  the  south- 
ern end  of  State  Street  into 
an  education  center,  provid- 
ing an  important  neighbor 
forRooseveh  Unrversrtj  and 
DePaul  University,  which  is 
engaged  in  its  own  expansion 
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program.  The  Library  hous- 
es the  city's  most  complete 
business,  science  and  tech- 
nology selection  and  features 
the  largest  children's  library 
facility  in  the  world. 

Navy  Pier,  the  famous  lake- 
front  landmark,  is  undergo- 
ing a  major  renovation  to 
restore  it  to  its  pre- World 
War  II  glory.  This  will  add 
even  more  vitality  to  the 
lakefront  area.  The  plans  call 
for  a  mixed-use  facility- 
including  expanded  exposi- 
tion, meeting  and  reception 
facilities;  marina  facilities, 
either  connected  to  or  adja- 
cent to  the  Pier;  and  special- 
ty shops  and  restaurants,  as 
well  as  docking  for  cruise 
and  charter  ships. 

Chicago's  remarkable  archi- 
tectural achievements  are 
further  reflected  by  the  work 
of  such  famed  innovators  as 
Frank  Lloyd  Wright,  Louis 
Sullivan,  Mies  Van  der  Rohe 
and  John  Wellborn  Root,  as 
well  as  modem  masters 
Thomas  Becby,  Adrian  Smith 
and  Helmut  Jahn. 


Giacomo  Manzu,  Skating  Girl,  1959 

From  the  collection  of  Sara  Lee  Corporation 


CHICAGO! 


From  its  ethnic  neighborhoods  to  its  Magnificent  Mile, 
Chicago  is  a  city  of  cultural  diversity  and  richness. 

The  Art  Institute,  Symphony  Orchestra,  Lyric  Opera,  Museum  of 

Science  and  Industry,  Field  Museum,  Mexican  Fine  Arts  Center, 

DuSable  Museum  of  African  American  History,  Hubbard  Street 

Dance,  Goodman  Theatre... the  list  goes  on  and  on. 

Something  for  everybody,  and  clearly  our  kind  of  town. 


SARA  LEE  CORPORATION 

We're  proud  to  be  a  part  of  Chicago,  our  Worldwide  Headquarters  City. 
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Water  Tower  Shopping  Complex 
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RETAELING'S  BRIGHT  FUTURE  Retail  sales 
have  always  been  one  of  Chicago's  greatest  strengths. 
The  city  posted  $41.7  billion  in  annual  retail  rev- 
enues in  1985,  second  only  to  Los  Angeles.  Now,  in 
spite  of  a  national  recessionary  downturn,  business 
optimism  has  spurred  many  industry  giants  to  look 
to  Chicago  as  retailers  prepare  for  an  upswing. 


The  vitality  in  the  retail 
area  is  visible  to  anyone 
strolling  down  Michigan 
Avenue's  "Magnificent 
Mile,"  exploring  the  bou- 
tique shops  on  nearby  Oak 
Street  or  browsing  in  the 
stores  on  State  Street.  Every 


major  national  retailer  and 
designer  is  represented  in 
downtown  Chicago.  The 
city  features  a  broad  selec- 
tion of  shopping  complexes 
as  well  as  a  host  of  bou- 
tiques and  specially  shops. 
Several  major  retailers 


plan  expansions  in  the 
Chicago  area.  Crain  i 
recendy  reported  that  the 
Target  Stores  division  of 
Dayton  Hudson  Corp. 
"plans  20  stores  in  Chicago 
by  1993  and  perhaps  50  by 
1995."  Wal-Mart  has 
opened  14  stores  in  the 
Chicago  area  since  entering 
the  market  two  years  ago, 
and  it  plans  to  establish  10 
more  in  1992.  Superstore 
group  Office  Depot  Inc.. 
with  217  stores  in  29  states, 
is  scheduled  to  open  in 
Chicago. 
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"Iff  you  plan  for  a 

decade,  plant  trees. 

Iff  you  plan  for  a  century, 

teach  the  children." 

We  at  the  Chicago  Sun  Times  are 

planning  for  the  next  century  by 

committing  ourselves  to  programs 

that  support  our  children 

and  literacy. 

Chicago  Sun-Times 


II    RESIDENTIAL    RENHISSHNCE 

Chicagoans  take  pride  in  tbeir  neighborhoods, 
which  are  suited  to  a  wide  range  of  tastes,  incomes 
and  lifestyles,  forming  a  crazy-quilt  of  cultural  and 
ethnic  diversity.  From  bigb-rise  living  to  vintage 
greystones  on  quiet,  tree-lined  streets,  the  city  offers 
convenient  transportation,  nearby  stores  and  ameni- 
ties in  each  neighborhood. 

Downtown  Chicago  has  experienced  a  resurgence. 
Former  industrial  areas  such  as  Printers  Row  and 
Dearborn  Park  offer  high  rises,  condominiums  and 
industrial  and  historic  buildings  converted  into  lofts. 
The  Gold  Coast,  one  of  the  citys  most  exclusive 
neighborhoods,  is  located  just  north  of  downtown. 
Farther  north  are  the  neighborhoods  of  Lincoln 
Park,  with  its  pristine 
residential  streets  and  lakefront  parks;  Old 
Town,  which  maintains  a  thriving  entertain- 
ment and  arts  district  anchored  by  the  famed 
Second  City;  and  Lakeview,  home  of  the  vener- 
able Wrigley  Field. 

To  the  northwest.  Old  Irving  Park  and 
Andersonville  offer  vintage  Queen  Anne  and 
I  ictorian  homes.  Edgebrook  features  suburban  - 

style  living  in  Colonial  and  Prairie -style 
homes.  On  the  south  side.  Hyde  Park,  borne  of 
the  L'nii'ersit)  of  ('Imago,  consists  of  beautiful- 
ly renovated  two-  and  three-flats  and  turn-of- 
tbe-century  greystones.  South  Shore.  10  miles 
wutb  of  the  I  nop.  is  a  primarily  residential 
neighborhood  with  rnostl\  \tngle-family  bous- 
ing, i minding  Tudor  and  I  '/  homes. 


"Narrow  fairways, 
treacherous  bunkers, 
impossible  lies, 
unreachable  par  fours. 
I  just  love  this  place.' 

Feel  The  Hvatt 


13th  and  14th  Holes,  East  Course,  Hyatt  Dorado  Beach,  Puerto  Rico 


,' 


HY/VU 


RESORTS 


Hyatt  Dorado  Beach  •  Hyatt  Regency  Beaver  Creek  •  Hyatt  Regency  Grand  Cypress®  •  Hyatt  Regency  Monterey 

Hyatt  Regency  Waikoloa  •  Hyatt  Regency  Maui  •  Hyatt  Regency  Cerromar  Beach  •  Hyatt  Grand  Champions  Resort 

Hyatt  Regency  Scottsdale  •  Hyatt  Regency  Grand  Cayman  •  Hyatt  Regency  Lake  Tahoe  Resort  &  Casino 

Hyatt  Regency  Hilton  Head  •  Grand  Hyatt  Wailea  •  Hyatt  Regency  Kauai 

For  reservations  or  more  information  about  Hyatt  Hotels  and  Resorts  worldwide,  call  your  travel  planner  or  1-800-233-1234. 

Hyatt  Hotels  and  Resorts  encompasses  hotels  managed  or  operated  by  two  separate  groups  of  companies  -  companies  associated  with  Hyatt  Corp  and  companies  associated  with  Hyatt  International  Corp- 
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CHICAGO 


A  HEALTHY  SERVICE  SECTOR  Companies  planning  to  relocate  to  or 
|   expand  in  Chicago  will  find  a  city  that  offers  every  imaginable  business  service.  People  s 

v. 

I   Gas  Company  serves  the  needs  of  new  business  development  in  Chicago.  People's 
Brian  Kelly  helps  companies  with  site  selection.  His  computer  network  searches  out 
real  estate  opportunities  and  matches  them  to  the  needs  of  incoming  businesses. 


DISCOVER  THE  CITV  THHT  EXCEEDS  EXPECTHTIOHS 


"Natural  gas  is  readily 
available  here.  There  are  no 
waiting  lines,  nor  will  there 
be,"  he  says.  "Chicago  is  a 
very  business-friendly  town, 
and  we  do  what  we  can  to 
help  them  feel  the  warmth." 


Van  Kampen  Merritt 
Investment  Advisory  Corp., 
another  steadfast  Chicago 
firm,  maintains  its  city- 
based  headquarters  while 
the  financial  company 
expands  nationwide.  Ronald 


Chicago  is  the  city  that 


When  ir  comes  ro  making  business  soar,  rhe 
Second  Ciry  is  second  ro  none. 
Today  Chicago  is  cerrainly  "The  Ciry  Thar  Works." 
And,  ar  Peoples  Gas,  we'll  work  hard  ro  make  your  relocanon  easier  We'll 
assign  a  represenrarive  who  will  work  wirh  you  one-on-one  ro  help 
you  evaluare  cosr  benefirs,  land  inventory  energy  mcenrives  and 
efficient  natural  gas  applications. 
Call  us  ar  012  401-4892  or  wrire  Peoples  Gas,  Communiry  Economic 
Developmenr  Deparrmenr,  122  5.  Michigan  Ave, Chicago,  III  60600 
Ger  rhe  ciry  rhar  works  working  for  you. 


Were  putting  our  energy  into  Chicago. 


Peoples  Gas 
North  Shore  Gas 


H 


A.  Nyberg,  the  company's 
senior  vice  president,  says: 
"Even  though  wc  do  busi- 
ness on  a  national  basis, 
Chicago's  central  location 
makes  it  a  natural  choice  for 
the  site  of  our  headquarters. 
"We're  not  far  from  either 
O'Hare  or  Midway,  so  we 
can  fly  our  employees  in 
from  our  regional  offices 
throughout  the  country,  and 
still  maintain  close  ties  with 
the  national  and  regional 
investment  firms  that  pkrj 
such  an  important  role  in 
our  success." 

FOR  MORE  INFORMATION 

HBDUT  CHICAGO 

Contact: 

(  it\  of  Chicago 

Department  of  Planning  ft 

Development 

24  East  Congress  Paikwaj 

Room  S 

(  iucago,  II  60605 
U2-74J-7485 

//•/>  supplement  MB  proJmrd 

•peititton  Mil 
Deptit-nnent  of  Planning  mnd 
clapment  ami  the  EMM  I 

i  Ittpmetu  Commission,  t  m 


Van  Kampen  Merritt 


THE  VAN  KAMPEN  MERRITT  FAMILY  OF  MUTUAL  FUNDS 


Meeting  a  whole  family 
of  investment  needs. 


Different  investors  have  different  objectives 
ranging  from  college  and  retirement  plans 
to  tax  savings  to  high  yields. 

The  Van  Kampen  Merritt  Family  of  Mutual 
Funds  offers  a  broad  range  of  investment 
choices  to  meet  the  most  diverse  needs:  the 
flexibility  of  money  market  funds  or  growth 
and  income  funds  for  longer-term  planning. 
Van  Kampen  Merritt  also  offers  a  wide  choice 
of  investments  with  income  free  from  federal 


taxes-and  in  some  cases  state  tax  as  well. 

As  you  develop  your  investment  priorities, 
consider  the  mutual  funds  of  Van  Kampen 
Merritt.  Ask  your  investment  representative 
for  a  prospectus  containing  more  complete 
information,  including  charges  and  expenses. 
Please  read  the  prospectus  carefully  before 
you  invest  or  send  money.  Or  call 
1-800-DIAL-VKM,  ext.  1210. 


> 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction* 
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A  BLUEPRINT  FOR  THE  QUALITY  OF  LIFE 

In  an  age  of  quick  profits  and  go-for-it-at- any-cost 
psychology,  Chicago  has  pursued  a  course  that 
focuses  on  enhancing  the  quality  of  life  that  will  hold 
for  years  to  come. 


CHICAGO 


DISCOVER  THE  CITV  THHT  EXCEEDS  EXPECTATIONS 


Since  its  birth,  Chicago  has 
shown  a  forceful  ability  to 
grow  and  prosper. 
Throughout  its  proud  histo- 
ry, the  city  has  paved  the  way 
for  westward  expansion  and 
Eastern  enterprise,  while 
remaining  the  economic 
engine  of  heartland  America. 


Now,  looking  ahead  into  the 
next  century,  Chicago  has  the 
entrepreneurial  spirit — and 
the  resources  to  back  it — to 
pave  the  way  for  continuing 
innovative  development.  In 
sum,  Chicago  is  the  city  that 
exceeds  expectations — a 
"city  with  a  vision."  ■ 


Author  Roger  Ahrensy 
work  bos  appeared 
extensively  in  consumer 
and  business  publications. 

Designed  by:  Silverman* 
Pittu  ami  Associates,  Inc. 


Every  Week,  You  Can  Get  A  Reading  On  The  Economy 


(312)  649-5370  (21b)  522-1  (313)  446-6(02  (212)  210- 

The  local  business  news  specialists  in  four  oi  America's  top  markets. 

Gain's  Business  Regionals 
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$220,000,000 

m 

Ball  Corporation 

Revolving  Credit  and 
Term  Loan  Facility 

We  acted  as  financial  advisor,  arranger 
and  administrative  agent  tor  this  financing 

$775,000,000 

:=:  Budget = 

Budget  Rent  a  Car 
Corporation 
Budget  Rent  a  Car 
Systems,  Inc. 

Senior  Secured  Credit  Facility 

We  acted  as  arranger  and  administrative 
agent  for  this  facility 

The  Dow  Chemical 
Company 

Interest  Rate  and 

Currency  Swaps  and  Options 

We  acted  as  a  counterparty  on 
these  transactions 

Fantasy 

Fantasy  Flavors  Inc. 

has  been  acquired  by 

Universal  Foods 
Corporation 

We  acted  as  financial  advisor  to  Fantasy 
Flavors.  Inc  m  this  transaction 

$155,000,000 

GBC 

General  Binding 
Corporation 

has  acquired 

VeloBind,  Incorporated 

We  acted  as  financial  advisor  to 

General  Binding  Corporation  in  this  transaction 

H/aWORTH 

$35,000,000 

A 

JASON 

i 

UxrFct 

& 

Haworth,  Inc. 

has  acquired 

Myrtle  Desk  Company 

We  acted  as  financial  advisor  to 
Haworth.  Inc.  in  this  transaction 

Jason  Incorporated 

Acquisition  and 
Working  Capital  Facilities 

J25,ooo,000  Term  Loan 

$10,000,000  Revolving 
Credit  Facility 

We  arranged  and  acted  as  agent 
in  this  transaction 

F 
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$25,000,000 

Johnson  Worldwide 
Associates,  Inc. 

Senior  Notes  due  1997 

We  acted  as  financial  advisor  and  placement 
agent  in  connection  with  the  private  placement 
of  these  securities 

NALCO 

Nalco  Chemical 
Company 

Commercial  Paper  Program 

First  Chicago  Capital  Markets.  Inc ,  a  subsidiary 
of  First  Chicago  Corporation,  has  been 
appointed  a  dealer  for  this  Program 

Ol 

Owens-Illinois,  Inc. 

has  sold  100%  of  the  stock  ol 

HCRC  Inc. 

in  connection  with  an  initial  public  offering  by 
Health  Care  and  Retirement  Corporation 

We  acted  as  financial  advisor  to 
Owens-Illinois.  Inc.  in  this  transaction 

$34,000,000 

Rpm 

RPM,  Inc. 

Multicurrency  Revolving 
Credit 

for  the  acquisition  of  two  European 
subsidiaries  of  Rust-Oleum  Corporation 

We  acted  as  agent  in  this  transaction 

f 

S.F.  Proffitt  &  Co.  Ltd. 

has  been  acquired  by 

ITW 

Illinois  Tool  Works  Inc. 

* 

We  acted  as  financial  advisor  to 

S.F  Proffm  &  Co  Ltd  in  this  transaction 

$30,000,000 

Spx 

$100,000,000 

agj 

Westinghouse 
Canada  Inc. 

Syndicated  Term  Loan 

We  acted  as  financial  advisor  and  placement 
agent  for  Westinghouse  Electnc  Corp  with 
respect  to  its  subsidiary.  Westinghouse 
Canada  Inc.,  in  connection  with  structuring 
and  arranging  this  transaction 

*WhkWol 
Whirlpool  Corporation 

Interest  Rate  and 

Currency  Swaps  and  Options 

We  acted  as  a  counterparty  on 
these  transactions 

Receivables  Transfer  Facility 

We  acted  as  financial  advisor,  arranger  and 
administrative  agent  for  this  facility 
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AS  YOU  CAN  SEE, 
/NOT  ALL  FLYING  MEDALS  ARE 
AWARDED  FOR  VALOR. 

The  diets  who've  designed  our  new  Connoisseur 
Class"  are  quiteadeeorated  crew.  Honored  by  the 
renowned  culinary  organization  Chaine  des  Rousseurs 
and  the  world's  finest  cooking  schools,  the\  are  w hat  niak 
Connoisseur  Class  an  experience  of  dehghtrul  proportion 

Introducing  Connoisseur  Class,  offend  onlv  In 
United.  Where  attention  todetail  elexates  international 
business  class  to  its  highest  form  ofeft  ility  tauhble 
now  on  all  trans-Atlantic  and  most  trans-Pacific  lliiiius. 

Come  tlv  the  airline  that's  uniting  the  world  Come 
fly  the  friendly  skies 


uniTED  AiRLines 


The  air  is  rushing  out  of  the  Japanese 
real  estate  balloon. 

Whooosh! 


By  Gale  Eisenstodt 


Midtown  in  Osaka 

With  less  real  demand  than  in  Tokyo,  Osaka  prices  tumbled  fast. 
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If  you've  ever  wanted  a  cozy  pied-a- 
terre  in  Tokyo  or  Osaka,  prices  are 
finally  moving — rapidly — in  your  di- 
rection. In  Osaka  the  price  of  second- 
hand condominiums  has  fallen  50% 
since  the  spring  of  1990  in  many 
areas,  and  analysts  feel  the  market  has 
further  to  slip.  In  Tokyo,  where  there 
is  more  real  demand  than  in  Osaka, 
contract  prices  are  offnearly  30%  from 
last  year,  and  asking  prices  are  drifting 
downward.  Bids?  There  aren't  that 
many  around.  Residential  land  prices 
are  down,  too,  in  Osaka  by  40%  from 
last  year  and  in  Tokyo  off  20%  to  30% 
from  the  1989  peak. 

The  Tokyo  and  Osaka  areas,  which 
between  them  account  for  42%  of 
Japan's  population,  are  in  the  grip  of  a 
full-scale  property  price  rout.  Builders 
have  drastically  scaled  back  plans  to 
put  up  new  condominiums.  In  the 
Osaka  area  the  number  of  new  units 
put  on  the  market  this  year  is  half  the 
level  of  last  year.  Yet  sales  are  way 
down  and  inventory  keeps  piling  up. 
Haseko  Corp.,  a  big  condominium 
builder,  figures  that  even  if  no  new 
condominiums  are  constructed,  with 
the  way  the  market  is  now,  it  will  take 
at  least  eight  months  to  work  through 
Osaka's  current  glut  of  units  for  sale. 
In  the  Tokyo  area,  nearly  six  months' 
worth  of  supply  is  waiting  to  be  sold. 
Most  troublesome  are  the  high- 
priced  units  ($800,000  and  up)  once 
popular  with  Japan's  "new  rich," 
who  borrowed  against  stock  holdings 
for  down  payments.  With  the  Tokyo 
stock  market  way  off  its  peak,  those 
buyers  aren't  around  anymore. 

Sounding  like  a  condo  salesman  in  a 
depressed  U.S.  market,  a  frustrated 
salesman  at  Daikyo,  Japan's  largest 
condominium  builder,  grumbles: 
"There  is  no  point  in  telling  people 
that  the  market  has  hit  bottom  be- 
cause the  [Japanese]  media  keep 
warning  that  prices  might  fall  again." 

To  a  degree,  Japan's  real  estate 
collapse  is  the  result  of  government 
policy.  High  interest  rates  and  the 
Japanese  government's  restrictive 
lending  policies  have  flushed  out 
many  small  real  estate  developers  and 
speculators. 

Even  the  Japanese  government's 
very  watered  down  efforts  this  year  to 
introduce  new  taxes  that  would  dis- 
courage land  hoarding  and  increase 
land  supply  have  had  some  impact  on 
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Japanese  real  estate 

the  market,  albeit  probably  short 
term.  "The  effect  is  mainly  psycho- 
logical," says  Yukio  Noguchi,  a  pro- 
fessor at  Hitotsubashi  University.  But 
in  a  weak  market,  psychology  matters. 
But  even  at  current  prices,  much  of 
what's  for  sale  in  Tokyo  and  Osaka  is 
still  unaffordable  for  potential  home 
buyers.  With  mortgage  rates  now  at 
7.3%  for  a  20-year  fixed-rate  housing 
loan  in  Japan,  a  salaryman  in  his  40s 
buying  his  first  home  can  comfortably 
pay  four  to  five  times  his  annual 
household  income.  In  the  Tokyo  area 
that  means  around  $300,000.  Con- 
dos  at  this  price  are  selling  relatively 
well.  In  the  Osaka  area,  around 
$230,000  is  considered  an  attractive 
price  for  first-time  buyers.  But  most 
home  builders  are  still  developing  on 
expensive  land  they  bought  when  val- 
ues were  rising.  In  the  Tokyo  area  the 
average  asking  price  is  around 
$464,000 — for  that  the  buyer  would 
probably  get  680  square  feet  of  space 
with  three  tiny  bedrooms.  In  the  Osa- 
ka area  the  average  asking  price  stands 
at  $422,000.  In  October  less  than  5% 
of  the  30,000  secondhand  condo- 


minium units  for  sale  in  Tokyo  and 
the  surrounding  suburbs  attracted 
buyers,  reports  an  affiliate  of  the  Min- 
istry of  Construction. 

This  is  all  bad  news  for  Japanese 
banks.  The  ranks  of  troubled  property 
firms  are  growing.  Salomon  Brothers 
figures  that  the  nonperforming  loans 
of  Japanese  banks,  mostly  to  commer- 
cial and  residential  real  estate  firms, 
will  reach  $150  billion  for  the  fiscal 
year  ending  March  1992.  That's  just 
in  Japan — Japanese  banks  have  real 
estate  woes  in  the  U.S.,  too.  The 
nonperforming  loans  will  cut  the  op- 
erating profits  of  the  Japanese  bank- 
ing system  by  $11  billion. 

At  best,  Japan's  real  estate  prob- 
lems are  ambivalent  news  for  its  trad- 
ing partners,  especially  the  U.S.  On 
the  bright  side,  more  affordable  prices 
(any  little  bit  helps)  will  eventually 
mean  that  Japanese  salarymen  can 
devote  less  of  their  income  to  housing 
and  more  to  consumption.  Japan 
might  export  less  and  import  more. 

On  the  darker  side,  if  the  banks 
need  to  shore  up  their  capital  against 
the  bad  real  estate  loans,  there  will  be 


less  money  to  lend  to  purchase  as- 
sets— from  car  manufacturing  plants 
to  Treasury  bills — abroad.  Moreover, 
roughly  62%  of  the  population  own 
homes.  Until  1986  the  average  price 
of  a  condo  in  the  Tokyo  area  was  still 
five  times  household  income;  also, 
arcane  laws  keep  rental  units  scarce. 
Surging  land  values  made  Japanese 
homeowners  suddenly  feel  richer 
even  if  they  had  no  plans  to  cash  out. 
That  encouraged  them  to  spend  more 
money  to  swim  in  Hawaii,  golf  in 
California,  ride  horses  in  Wyoming, 
eat  in  New  York,  and  shop  even- 
where.  Now  that  real  estate  assets 
have  withered  in  value,  some  of  this 
spending  activity'  may  be  curtailed. 

Akira  Hamada,  a  director  at  Osaka 
Building,  a  real  estate  firm,  figures  his 
home  in  the  Osaka  suburbs  was  worth 
$1.3  million  at  peak  prices  and  would 
now  fetch  barely  half  of  that.  He  sums 
up  the  feelings  of  many  a  Japanese 
consumer  when  he  says:  "I  don't  fee! 
quite  as  wealthy  these  days."  A  Japa- 
nese consumer  feeling  poorer  is 
unlikely  to  help  spark  anyone's 
recovery.  H 


A  Japanese  house 
under  construction 
The  govern- 
ment's watered- 
down  efforts  to 
introduce  new  tax 
laws  to  discour- 
age land  hoarding 
and  increase 
supply  have  had 
some  impact  on 
the  market- 
though  probably 
only  short  term. 
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lEFORE  you  fill  these  openings,  interview  some 

.OUTSTANDING  CANDIDATES.  Selecting  the  right  vehicles  for 
your  company  can  involve  some  tough  decisions.  Fortunately,  Mazda  has  all 

the  necessary  qualifications  to  meet  your  complex  fleet  needs.  Consider  the  all-new 

929  luxury  sedan  and  the  exceptionally  well-appointed  626. 

Both  are  backed  by  an  outstanding  36-month/50,000-mile, 

"bumper-to-bumper,"  no-deductible  warranty*  Now,  combine 

all  this  with  an  established  reputation  for  quality,  perfor- 
mance, and  high  resale  value,  and  you  can  see  why  Mazda 

sedans  would  make  outstanding  additions  to  your  company. 

To  arrange  an  interview  at  your  earliest  convenience,  call 

Mazda  Operations  at  1-800-45-FLEET  today. 


Mazda  929 


€ :t^n 


Mazda  626 


*See  your  Mazda  Dealer  for  limited-warranty  details. 
©  1991  Mazda  Motor  of  America,  Inc. 


*>* 
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John  Akers  has  decreed  that  his  shareholders  and  his  customers  are  better 
off  with  less  power  in  the  headquarters  building.  Just  how  far  will  this  go? 

IBM  as 

holding  company 


By  Norm  Alster 

He  looked  tired,  as  well  he  might, 
for  John  Akers,  56,  is  at  perhaps  the 
most  decisive  moment  in  his  career 
and  his  company's  history.  As  he  re- 
sponded to  questions  in  his  large, 
sunny  corner  office  in  Armonk,  N.Y., 
he  was  wary,  a  bit  testy,  understand- 
ably so.  Just  minutes  before  the  inter- 
view, Akers  stepped  out  of  an  IBM 
board  meeting  and  announced  a 
writeoff  of  roughly  $3  billion,  along 
with  the  shedding  of  another  20,000 
employees.  (For  more  on  IBM's  fi- 
nances, see  following  story.) 

Even  before  the  announcement, 
critics  and  the  media  were  wondering 
whether  Akers  would  take  tough 
enough  action  to  turn  his  batdeship 
around.  That  annoys  Akers  but 
doesn't  surprise  him.  He  said  he  ex- 
pects a  chorus  of  what  he  calls  "I- 
told-you-so's"  and  "it-doesn't-go- 
far-enough's."  Akers  wonders  if  his 
critics  understand  the  full  scope  of 
IBM's  transformation. 

"There  are  essentially  no  opera- 
tional decisions  made  here  anymore," 
says  Akers,  referring  to  the  pricing, 
development  and  staffing  decisions 
that  will  no  longer  be  made  in  Ar- 
monk but  will  be  executed  instead 
right  out  there  on  the  competitive 
battlefield. 

"Can  a  business  of  this  size  and 
complexity  continue  to  be  managed 
as  a  single  business?"  Akers  asks  rhe- 
torically, and  answers:  "No." 

Henceforth,  the  International 
Business  Machines  Corp.  will  look 
more  and  more  like  a  holding  compa- 
ny. It  will  own  pieces,  majority  inter- 
ests in  some  cases  and  possibly  minor- 
ity interests  in  others,  of  computer 
and  technology  companies.  In  this 
scheme  of  things  Armonk's  concern 
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will  be  with  return  on  the  capital  it 
commits  to  the  controlled  subsidiar- 
ies and  joint  ventures.  Nothing  will  be 
sacred^  every  operation  will  have  to 
justify  its  own  existence.  Some  opera- 
tions could  eventually  get  their  own 
sales  forces;  such  is  the  case  immedi- 
ately with  printers. 

Akers  goes  on:  "Ray  AbuZayyad's 
storage  business  will  not  only  try  to 
improve  its  business  with  ibm's  sales 
force,  it  will  increasingly  try  to  satisfy 
the  broader  storage  market  in  which  it 
is  the  market  share  leader.  It's  a  20% 
share — three  to  four  times  ahead  of 
the  next  competitor.  Yesterday  it  was 
an  element  of  IBM's  computer  systems 
business.  Tomorrow  it  will  be  a  stand- 
alone storage  business." 

This  doesn't  mean  IBM  will  be  bro- 
ken up  overnight  into  a  series  of  small- 
er companies.  A  first  step  will  be  the 
granting  of  divisional  autonomy,  a 
shrinking  of  the  size  and  power  of 
world  headquarters  in  Armonk.  But 
that  just  sets  the  stage  for  a  continuing 
program  that  will  involve  spinoffs, 
sales  of  minority  interests  in  parts  of 
the  company  and  outright  sale  of 
others — and  more  joint  ventures  like 
the  ones  IBM  already  has  with  Apple 
and  Siemens. 

As  a  share  in  a  collection  of  invest- 
ments, IBM  stock  will  presumably  get  a 
higher  price  in  the  marketplace  than  it 
does  as  a  share  in  a  unitary  corpora- 
tion. Akers  backs  away  from  predic- 
tions, saying:  "Only  the  market  will 
tell.  .  .  .  [But]  it's  clearly  to  our  advan- 
tage not  to  be  100%  owners  of  each  of 
these  businesses." 

And  maybe  it's  not  to  the  cus- 
tomer's advantage  to  deal  with  a 
monolithic  IBM,  either.  One  service 
ibm  sells  is  systems  integration.  Here's 


how  Akers  describes  the  situation: 
"The  marketing  and  service  compa- 
ny— IBM  Japan,  IBM  U.S.,  IBM 
France— needs  to  respond  to  the  cus- 
tomer's requirements  and  aggregate 
hardware  and  software  to  solve  [a] 
problem.  It's  attractive  when  all  those 
pieces  are  IBM  pieces,  but  increasingly 
that  will  not  be  the  case.  Our  Federal 
Systems  business,  which  is  a  precursor 
in  many  ways  for  the  commercial  busi- 
ness, responds  to  complicated  re- 
quirements of  dod  and  NASA.  At  the 
end  of  the  day,  60%  of  those  require- 
ments are  satisfied  with  IBM  products 
and  40%  are  satisfied  by  other  than 
IBM  products." 

What's  the  official  oudook  for  an 
end  to  the  computer  recession?  "We 
expect  to  have  revenue  growth  next 
year,"  Akers  says.  "We're  in  a  much 
better  position  than  we  were  going 
into  1991.  .  .  .  We're  not  sitting 
around  here  with  our  chins  on  our 
chests.  There  are  no  rose -colored 
glasses  in  this  room,  but  we  expect  to 
gain  market  share  in  1992.  ...  In  the 
longer  term  it  remains  our  judgment 
that  the  industry  will  grow  in  the  7%- 
to-10%-a-year  range." 

What's  going  to  happen  to  employ- 
ees, now  that  division  or  subsidiary 
heads  have  more  power  to  hire  and 
fire?  "Layoff"  is  still  not  in  Akers' 
vocabulary.  But  he  warns:  "Full  em- 
ployment is  only  earned  by  the  perfor- 
mance of  the  individual,  and  only 
earned  by  all  of  ibm  people  by  the 
prosperity  of  our  company." 

Akers  seems  to  realize  that  his  com- 
pany is  at  a  turning  point  not  much 
less  decisive  than  in  the  early  1950s 
when  IBM  boldly  broke  with  its  com- 
fortable past  and  plunged  headlong 
into  computers.  Bi 
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Don't  be  put  off  by  all  the  turmoil  at  IBM,  which  remains 
a  great  business— and  greatly  underpriced,  given  both 
its  1992  and  longer-term  prospects. 

Wonderful 


leverage 


By  Norm  Alster 

There  is  a  rocky  road  ahead  for  IBM 
and  its  executives  and  employees,  but 
at  the  end  of  that  road  lies  renewal. 
While  the  media  emphasize  IBM's 
writeoffs  and  its  lead  feet,  the  corpo- 
ration remains  a  treasure  trove  of 
talent  and  assets.  Despite  the  current 
turmoil,  next  year  looks  good  for  IBM, 
and  the  years  to  follow  could  be  even 
better. 

No  question:  The  corporation  in  its 
old  form  was  too  unwieldy  to  get  a 
decent  return  from  those  assets  and 
that  talent  (see  related  story,  p.  116).  A 
lot  of  its  recent  problems,  though, 
stemmed  from  a  failure  to  recognize 
that  the  days  of  steady  double -digit 
growth  were  over  for  IBM.  That  failure 
goes  back  to  before  John  Akers  took 
the  helm,  but  continued  under  his 
stewardship.  Expecting  that  contin- 
ued growth,  IBM  geared  up  for  it.  This 
saddled  the  company  with  a  very  high 
level  of  fixed  costs.  But  the  flip  side  of 
high  fixed  costs  is  high  operating 
leverage  and  a  correspondingly  high 
prospective  return  on  marginal  reve- 
nues. In  IBM's  case,  every  dollar  in 
revenue  forgone  reduces  operating 
income  by  about  50  cents;  every  dol- 
lar gained  increases  operating  income 
by  50  cents. 

"I  have  wonderful  leverage," 
smiles  Chief  Financial  Officer  Frank 
Metz.  "Better  than  50%"  of  incre- 
mental sales  can  be  brought  down  to 
the  pretax  bottom  line.  Unfortunate- 
ly for  ibm,  leverage  cuts  both  ways. 
Since  the  mid-  1980s  it  has  cut  deeply 
into  IBM's  profit  margins. 

Run  the  reel  luck  to  1985.  IBM  has 
just  cruised  past  the  $50  billion  mark 
in  revenues,  and  executives  are  mak- 
ing their  plans  for  the  next  five  years. 


Revenues  would  grow  15%  or  so  a 
year,  they  projected,  putting  IBM  on 
track  to  $100  billion  in  1990.  Prepar- 
ing for  this  glorious  event  and  deter- 
mined to  stave  off  anticipated  compe- 
tition from  Japan,  IBM  spent  big:  $54 
billion  from  1986  to  1990  in  plant, 
equipment  and  r&d. 

Garbage    in,    garbage    out.    Bum 


erful  technological  and  marketing  po- 
sition, IBM  is  riding  out  the  shortfall. 
But  it's  had  a  jolting  ride. 

In  short,  a  pickup  in  demand  would 
have  done  more  for  IBM  than  all  the 
reorganizations  that  the  experts  could 
ever  conceive.  Viewed  in  this  light,  all 
the  bulletins  pouring  out  of  the  Ar- 
monk,  N.Y.  headquarters  these  last 


IBM  has 
regained  some 
of  its  market 
share  losses 
since  1988. 
But  IBM  stock 
has  continued 
to  fall. 


Share  battle 

Share  price  (year-end) 


forecast,  bad  results.  At  $69  billion, 
IBM's  1990  revenues  fell  a  shattering 
$31  billion  short  of  target.  "Clearly, 
the  forecasts  of  the  mid-1980s  have 
not  come  to  pass,"  says  John  Akers, 
sourly  noting  that  plenty  of  others  in 
the  industry  made  the  same  mistake. 
Think  about  it:  A  firm  that  builds 
almost  everything  itselfinvests  heavily 
and  then  falls  $31  billion  short  of 
target  revenues.  That  would  have 
bankrupted  many  corporations.  With 
its  conservative,  low  debt  capital 
structure  (not  counting  the  debt  in  its 
finance  subsidiary)  and  with  its  pout 


months  become  part  of  a  coherent 
picture:  the  freeing  of  IBM  component 
.\nd  product  units  to  sell  both  pans 
and  computers  to  competitors;  the 
deal  that  lets  old  archrival  Wang  resell 
ikm  computers;  even  the  ovcrhyped 
"alliance"  with  Apple.  All  thcac  iccm 
ingly  abrupt  departures  from  IBM  mo 
dus  operandi  have  one  thing  in  com 
mon:  In  opening  -\nA  widening  sales 
channels,  they  help  till  idle  capacin 

IBM  has  begun  idling  everything 
from  memory  chips  (to  Korea's 
1  [yundai  |  to  disk  drh  >pk    to 

bare  bones  computer  systems  Ricoh, 
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Wang,  Mitsubishi).  William  Bowles, 
the  3 1  -year  IBM  veteran  who  is  gener- 
al manager  for  this  marketing  thrust, 
has  a  1993  revenue  target  of  $3  bil- 
lion— all  money  that  would  not  oth- 
erwise have  come  into  the  till.  Says 
Bowles:  "We've  got  the  capacity. 
We're  looking  for  ways  to  build  off 
the  enormous  investment  base  we've 
put  in  place." 

Don't  look  for  IBM  to  sell  clothing 
with  its  logo  as  Coca-Cola  and  Disney 
have  done,  but  it  will  do  just  about 
anything  short  of  that  to  wring  the 
most  out  of  its  assets.  Good  idea.  In 
asset  utilization — defined  by  analyst 
Steven  Milunovich  of  Salomon 
Brothers  as  revenue  divided  by  non- 
cash assets — IBM  now  ranks  at  the 
bottom  of  the  heap  among  large  com- 
puter companies. 

Watch  for  IBM  to  begin  exploiting 
its  name  and  reputation — assets  that 
don't  even  show  up  in  these  numbers. 
Long  noted  for  its  campus  recruiting 
efforts,  IBM  will  now  make  them  avail- 
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t  IBM's  share  ofl 
held  by  the  100  I 


!•  worldwide  data  processing  business 
gest  companies.     ' 


able  to  outsiders,  too.  Other  internal 
functions  that  could  be  marketed  in 
the  future  include  property  manage- 
ment and  even  product  distribution 
operations  in  Europe,  according 
to  Akers. 

As  for  manufacturing  assets,  de- 
spite the  company's  efforts  to  reduce 
capacity  over  therlast  several  years, 
Akers  says,  "We  intend  to  aggressive- 
ly pursue  high-volume,  low-cost  [per- 
sonal computer]  business."  And,  of 
course,  anything  that  utilizes  excess 
capacity  is  by  definition  low-cost 
business. 


For  many  years,  holding  off  the 
Japanese  was  the  high  priority  in  Ar- 
monk's  strategy.  In  the  future  IBM  is 
more  likely  to  pay  attention  to  its  own 
interests  rather  than  to  some  concep- 
tion of  what  constitutes  the  national 
interest.  Look  for  more  deals  with 
Japanese  companies. 

Quite  a  potential  powerhouse  here. 
Lower  fixed  costs  from  a  shrinkage  in 
the  payroll  and  a  consolidation  of 
research  and  manufacturing  opera- 
tions. Higher  capacity  utilization 
through  supplying  parts  and  ma- 
chines to  other  companies.  And, 
eventually,  a  cyclical  revival  in  com- 
puter demand. 

IBM  shies  from  forecasts  these  days, 
and  with  good  reason,  but  pencil-on- 
envelope  figuring  produces  some  al- 
luring figures.  For  example: 

In  1990  IBM  earned  $10.51  a  share 
on  pretax  income  of  $10.2  billion. 
Assume  the  recent  payroll  chops  and 
consolidations  reduce  expenses  back 
to  1990  levels  next  year  and  that 
revenues  just  creep  back  to  the  1990 
level  from  this  year's  depressed  level. 
That  modest  scenario  would  yield 
earnings  of  over  $10  a  share.  What 
with  all  the  writeoffs,  IBM  should  be 
barely  in  the  black  this  year — and 
that's  before  an  accounting  charge  for 
retiree  health  benefits.  Next  year  the 
cutbacks  are  supposed  to  save  $1  bil- 
lion pretax,  or  maybe  $1  a  share  after- 
tax. In  later  years,  IBM  says,  savings 
will  be  twice  as  high. 

Now  turn  the  envelope  over  and 
scribble  on  the  other  side.  Suppose 
revenues  next  year  come  in  at  5%  over 
the  1990  level.  This  is  bullish  but  only 
modestly  so;  preliminary  results  from 
a  new  International  Data  Corp.  poll 
of  IBM  mainframe  customers,  for  in- 
stance, says  that  half  plan  to  increase 
their  outlays  in  1992  from  the  1991 
levels.  Applying  IBM's  usual  50%-plus 
operating  margin  to  that  incremental 
revenue  would  add  another  $1.7  bil- 
lion to  operating  income — maybe 
$1.80  a  share  after  taxes. 

All  this  is  just  speculation,  but  it 
gives  a  picture  of  how  much  operating 
income  a  slimmed-down  IBM  would 
enjoy  when  sales  recover. 

To  be  sure,  cost-cutting  and  capac- 
ity utilization  are  only  short-term 
measures.  Longer  term,  to  survive  in  a 
business  in  turmoil,  a  company  must 
be  able  to  stay  ahead  of  the  competi- 


tion. That's  where  John  Akers'  reor- 
ganization should  help.  Take  infor- 
mation storage. 

Only  at  IBM  would  an  executive 
expect  to  manage  an  $ll-billion-a- 
year  business  and  not  even  have  the 
status  of  an  independent  division. 
That  was  the  situation  of  54-year-old 
Ray  AbuZayyad,  who  heads  up  ibm's 
disk  drive  operations.  No  more, 
though.  As  part  of  the  IBM  restructur- 
ing announced  Nov.  26,  Abu- 
Zayyad's  information  storage  group 
has  become  an  independent  business 
line.  And,  along  with  the  other  seven 
manufacturing  divisions,  he  has  been 
given  far  greater  latitude  to  run  things 
independently  of  corporate  IBM. 

AbuZayyad  shows  off  his  trim  new 
(3y2-inch,  1 -gigabyte)  Corsair  disk 
drive  and  explains  how  things  have 
changed  at  IBM.  It  used  to  be,  says 
AbuZayyad,  that  disk  drive  develop- 
ers would  be  asked  to  wait  until  IBM's 
other  component  and  computer 
groups  were  ready  to  integrate  the 
new  drives  with  their  own  products. 
"In  the  past,  our  people  would  com- 
pare notes.  Poughkeepsie's  ready 
.  .  .  Boca's  ready  .  .  .  Rochester's  rea- 
dy," says  AbuZayyad.  If  all  the  ele- 
ments hadn't  been  heard  from,  the 
disk  group  would  often  slow  develop- 
ment or  product  rollouts.  That's  all 
behind  AbuZayyad.  "Now  if  Cray  is 
ready,  as  opposed  to  Poughkeepsie  or 
Endicott  or  Austin,  I  sell  to  Cray  first." 

AbuZayyad  currently  sells  about 
$200  million  a  year  worth  of  products 
outside  IBM.  But  with  his  new  free- 
dom to  sell  to  anyone  who's  ready  to 
buy,  he  expects  to  reach  $1  billion  in 
non-IBM  sales  by  1993.  Just  as  impor- 
tant, he  expects  IBM  to  be  an  industry 
leader  in  getting  new  storage  prod- 
ucts out  the  door.  The  Corsair  is  a 
good  example.  James  Porter,  presi- 
dent of  the  market  research  firm 
Disk/Trend,  Inc.,  says  there  are  simi- 
lar offerings  from  Seagate  Technol- 
ogy, Micropolis  Corp.  and  others,  but 
the  Corsair  incorporates  new  technol- 
ogy that  could  give  IBM  a  competitive 
advantage  in  the  future.  IBM's  magne- 
to-resistive head  is  able  to  read  fainter 
magnetic  signals.  As  information  is 
packed  more  densely  on  disk  platters, 
the  individual  magnetic  signals  get 
weaker,  placing  a  premium  on  the 
sensitivity  afforded  by  IBM's  new  head 
technology. 
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RayAbuZayyad, 
head  of  IBM's 
storage  business, 
with  cutaway 
of  a  disk  drive 
"Now  if  Cray 
is  ready, 
I  sell  to  Cray 
first." 


Like  IBM's  other  manufacturing 
businesses,  the  disk  drive  unit  will  be 
judged  by  such  financial  measures  as 
profits,  market  share  and  return  on 
assets.  The  old  system  was  to  measure 
a  division  on  technological  competi- 
tiveness, costs  and  ability  to  share  an 
overhead  burden.  As  part  of  the  divi- 
sional decoupling,  disk  drives  will  no 
longer  be  assessed  for  the  heavy  r&d 
and  capital  investment  budgets  of  the 
semiconductor  group.  Each  unit  will 
now  carry  only  its  own  plants  around 
the  world  and  its  own  employees.  If  a 
business  wants  to  cut  head  count,  it 
will  have  to  carry  the  separation  costs 
on  its  own  books.  In  this  way,  each 
business  will  have  to  sink  or  swim  on  its 
own  financial  merit. 

Conceptually  this  is  a  huge  change. 
Divisional  bosses  will  be  judged  more 
on  their  financial  performance  and  less 
on  whether  they  help  the  parent 
achieve  some  headquarters  ordained 
strategic  objectives. 

G.  Glenn  I  [enry  managed  several  PC 
.mt,\  workstation  development  pro 
grams  at  IBM  before  leaving  to  be 
come  a  senior  vice  president  with  Hell 
Computer  in  1988.  Henry  headed 
tin  team  that  developed  IBM's  Him 
rjsc  (reduced  instruction  set  com 

pitting)  workstation,  m\  effort,  he 
sa\s,  thai  was  frequent Iv  slowed  In 
IBM  divisions  concerned  about  the 
impact  ol  the  new  technology  on  their 


own  products.  On  a  subsequent  PC 
development  project,  recalls  Henry: 
"I  was  spending  two  or  three  days  a 
week  traveling  to  Boca  Raton  and  New 
York  [he  was  based  in  Austin,  Tex.]  to 
argue  with  other  people.  You  know: 
What  did  ours  look  like?  How  did  it  fit 
in  widi  other  products?  It  just  takes 
lots  of  time  to  make  decisions,  and 
often  there  are  compromises  as  well." 

Among  the  compromises  were 
those  involved  with  sourcing  product 
from  within  the  IBM  family,  ibm  is  not 
the  only  industrial  giant  now  suffering 
the  cyclical  consequences  of  vertical 
integration.  Look  at  General  Motors, 
N.V.  Philips  and  the  Japanese  elec- 
tronics firms.  It's  no  coincidence  that 
GM,  which  produces  65%  of  the  value 
of  its  vehicles  internally,  is  suffering  the 
worst  during  the  current  downturn. 
Tight  vertical  integration  limits  a 
product  manager's  ability  to  seek  the 
cheapest  and  best  sources  for  parts, 
because  a  decision  to  buy  on  the  out 
side  might  be  costly  in  terms  of  idling 
capacity  at  a  sister  plant.  There  is  a  big 
difference,  though,  between  GM  and 
IBM:  GM  has  labor  contracts  that  make 
it  difficult  for  it  to  buy  on  the  outside. 

Even  the  mighty  Japanese  electron 
ics  giants  are  now  suffering  the  effects 
of  expensive  excess  capacity  after 
spending  some  S4  billion  to  develop 
the  newest  memory  chips  (FORBES, 
Nov,  1  ly  Where  vertical  integration  is 


concerned,  decisions  that  once  made 
perfect  strategic  sense  can  rapidly  turn 
into  financial  headaches. 

Once  achieved,  vertical  integration 
is  hard  to  dismande — and  not  just  for 
labor  reasons.  Gary  Pisano,  assistant 
professor  at  the  Harvard  Business 
School,  points  out  that  in  any  organi- 
zation, "it's  easier  to  add  a  function 
than  to  divest."  That's  where  Alters1 
reorganization  should  help:  Once  ac- 
countable for  their  own  results,  divi- 
sional managers  will  simply  refuse  to 
source  internally  if  they  can  do  better 
outside. 

You  don't  solve  all  these  problems 
in  a  year;  you  don't  turn  an  IBM  on  a 
dime.  Rut  meanwhile,  there's  all  that 
operating  leverage  )ust  waiting  to 
produce  results. 

Is  the  IBM  dividend  safe?  Yes.  Rack 
the  customer  financing  activities  out 
of  IBM's  financial  statements  .\nd  you 
have  a  manufacturing,  sen  icing  and 
software  business  that  generates 
lot  o(  cash  $4.4  billion  in  L990, 
comfortably  more  than  the  v 
billion  in.M  distributed  that  year  to 
shareholders  as  dividends  M\d  share 
repurchase  s 

so  Ao  v  ourselfa  tav  or.  If  you  don't 
alreadv  ow  n  some,  buy  IBM  shares  .\n<\ 
put  them  awav  tor  a  while.  At  its 
current  market  capitalization 
billion,  [BM  is  om'  greatlv  undervalued 
heap  of  talent  a\k\  asset"*  IB 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 
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If  you  have  searched  for  finer  and  finer 
premium  cigars  through  the  years,  you  are 
not  alone. 

The  same  quest  has  been  known  to  take 
men  across  oceans  as  well  as  continents  and 
has  moved  certain  connoisseurs  to  purchase 
plantations  all  their  own. 

It  has  also  consumed  the  passions  of  the  men 
of  Macanudo  for  more  than  a  century. 

In  an  age  of  machines,  the  men  of  Macanudo 
have  gone  on  making  their  cigars  step  by  step  by 
hand,  always  with  the  finest  tobaccos,  always 
in  the  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
are  Macanudo  Vintage  Cabinet  Selectioncigars. 

Vintage  years  are  as  rare  for  fine  cigars  as  they 
are  for  fine  wines,  for  only  the  richest  of  harvests 
can  yield  some  tobacco  leaves  whose  qualities 
surpass  the  grades  that  we  demand  for  other 
Macanudo  cigars. 

Our  long,  fine  filler  leaves  are  grown  in  the 
Caribbean.  Our  dark,  supple  binder  leaves  are 
grown  on  the  rich  San  Andres  tobacco  farms  of 
Mexico.  Our  distinctive,  costly  wrapper  leaves  are 
grown  in  the  fertile  Connecticut  Valley.  Yet  even  in 
a  vintage  year,  no  more  than  several  bales  of 
leaves  are  worthy  of  a  Macanudo  Vintage 
Cabinet  Selection. 
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§To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-622-3351. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo®  Vintage 
Cabinet  Selection 
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In  the  name  of  competition,  should  utilities 
be  forced  to  open  their  transmission  lines 
to  independent  power  producers? 

Wolf  in  sheep's 
clothing 


By  James  Cook 

The  Public  Utility  Regulatory  Pol- 
icies Act  of  1 978  opened  up  the  utility 
industry  to  competition  from 
nonutility  generating  companies — 
cogenerators,  alternative  energy  pro- 
ducers. But  that  was  only  half  the 
battle.  Unless  Congress  also  opened 
electric  power  transmission  lines  to 
outside  competition,  the  indepen- 
dent producers  were  still  limited  in 


how  freely  they  could  compete  for 
markets. 

What  many  independent  power 
producers  wanted  was  the  right  to  sell 
their  output  not  just  to  the  utility  in 
whose  territory  they  operated,  but 
also  to  other  customers  on  other  sys- 
tems beyond. 

The  electric  co-ops  and  the  munici- 
pal distribution  utilities  had  been  try- 


ing to  do  that  for  decades,  with  little 
success.  But  early  this  year  President 
Bush  made  open  transmission  access  a 
part  of  his  national  energy  strategy.  It 
would  break  up  the  monopoly  once 
and  for  all  and  make  the  electrical 
transmission  industry  fully  competi- 
tive for  the  first  time  in  its  history. 

Competition  is  the  great  industrial 
motor  of  our  time,  and  what  worked 
in  natural  gas,  telephones  and  air- 
lines— and  power  generation — ought 
to  work  every  bit  as  well  in  electric 
power  transmission.  After  all,  if  MCI 
can  reach  its  customers  via  AT&T's 
long-line  facilities,  why  shouldn't  an 
independent  power  producer  in 
American  Electric  Power's  territory 
be  free  to  provide  power  to  adjoining 
Allegheny  Power,  say,  by  way  of  the 
aep  transmission  system? 

Not  so,  insists  American  Electric 
Power  President  Richard  Disbrow. 
He  fairly  bristles  at  the  suggestion. 
Force  open  a  utility's  transmission 
system  to  outsiders,  and  you  put  its 
reliability  and  stability  at  risk.  "You 


■ 


American  Electric  Power's  765-kilovolt  transmission  line  running  north  out  of  Columbus,  Ohio 
Would  open  access  undermine  the  reliability  of  the  transmission  system? 
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Ihe  1992  Buick  LeSabre. 
To  make  it  better... 


•DlQffoj  12  UO  p3p3JJ3J  3AV  *  * 


All  New,  All  Buick 


Buick  LeSabre— a  car  whose  reputation 
for  quality  is  legendary— has  been  totally 
redesigned.  Here's  how  we  are  making 
it  even  better. 

Safer 

The  new  LeSabre  offers  a  standard  driver 
air  bag,  front-wheel-drive  traction  and 
available  anti-lock  brakes. 

More  Powerful 

A  170-horsepowef*3800  V6  engine  with 
tuned-port  injection  and  a  4-speed 
automatic  transmission  equipped  with 
computerized  shift  control  provide 
smooth,  sure  power. 


DynaRide  Smoothness 

LeSabre's  DynaRide®  suspension  senses 


Roomier 

LeSabre  offers  6-passenger  seating,  plus 
generous  head-  and  legroom,  and  a 
17-cubic-foot  trunk  with  an  easy-access 
low-liftover  design. 


Fuel  Economy 


road  conditions  and  responds  to  create  a 
remarkably  smooth,  library-quiet  ride. 


The  full-size  LeSabre  delivers  fuel 
economy  some  mid-size  sedans  can't 
even  match. 


EPA  EST 

MATED  MPG 

18/city 

28/highway 

BUICK 

The  New  Symbol  For  Quality 
In  America. 


To  learn  more  about  the  1992  LeSabre, 
please  call  1-800-531-1 1 15.  Or  better  yet, 
see  you  r  Bu  ick  dealer.  rzrr 

©1991  GM  Corp.  All  rights  reserved.  I 
LeSabre  is  a  registered  trademark  of  GM  Corp. 
Buckle  up,  America! 


Open  transmission  lines 


An  AEP  control  room  for  monitoring  power  flows 

Open  access  works  in  the  telephone  business.  Why  not  electric  power? 


can't  analogize  between  electric 
transmission  and  water,  gas  and  trans- 
portation systems,"  he  says.  "They're 
very  different  types  of  animal." 

Close  down  a  highway,  for  exam- 
ple, and  the  traffic  shirts  to  whatever 
alternative  routes  remain.  The  traffic 
slows  down  or  backs  up,  but  it  still 
continues  to  flow.  If  a  transmission 
line  is  knocked  out,  the  power  also 
shifts  to  other  available  routes.  But  if 
one  of  these  lacks  the  capacity  to 
handle  it,  the  power  doesn't  harm- 
lessly back  up.  The  transmission  line 
either  disconnects  itself  from  the  net- 
work or  it  burns  out  and  breaks  down 
entirely.  And  the  process  may  then  be 
repeated  on  line  after  line. 

That's  basically  what  happened  in 
the  famous  1965  blackout  on  the  East 
Coast.  Thereafter,  utilities  began 
strengthening  their  interconnections 
so  that  the  loss  of  one  power  line  or 
even  several  would  be  less  likely  to 
result  in  a  widespread  regional  power 
failure.  But  the  system  is  fragile,  or  so 
many  utility  executives  argue,  and 
open  access  threatens  to  weaken  these 
safeguards  by  forcing  new  transmis- 
sion demands  on  a  system  not  de- 
signed to  accommodate  them.  It 
would  be  one  thing  if  Congress'  pro 
posals  were  voluntary— utilities  have 
been  working  out  such  arrangements 
for  decades — but  what  C  "ongress  pro 
poses  is  mandatory  open  access,  one 
that  puts  the  judgment  of  a  federal 


agency  above  that  of  the  local  utilities 
and  regulatory  agencies  involved,  and 
to  that  most  of  the  utility  industry  is 
unalterably  opposed. 

Under  the  open  access  legislation 
that's  been  proposed,  the  Federal  En- 
ergy Regulatory  Commission  would 
be  given  the  power  to  order  a  utility  to 
make  room  for  an  outsider's  power. 

Transmission  capacity  obviously  is 
limited,  and  mandatory  access  has  the 
potential  not  only  to  hamper  a  utili- 
ty's ability  to  cut  costs  with  low-cost 
power  purchases  from  neighboring 
utilities,  but  even  to  impair  its  ability 
to  serve  the  basic  needs  of  its  own 
customers. 

There  is  a  technical  problem  in- 
volved. In  interconnected  transmis- 
sion systems,  power  takes  the  path  of 
least  resistance.  Thus,  when  Ontario 
Hydro  works  out  a  deal  to  deliver 
power  to  the  New  York  State  Power 
Pool,  43%  of  that  power  moves  not 
over  Ontario  power  lines  but  willy 
nilly  over  the  high-capacity  lines  of 
American  Electric  Power.  These  loop 
flows,  as  they're  called,  have  a  poten 
tial  tor  crowding  out  existing  trans 
mission  and  undermining  the  reliabil 
ity  of  the  system. 

If  the  capacity  was  unavailable,  the 
Federal  Energy  Regulatory  Comrnis 
sion  could  even  order  a  utility  to  build 
new  transmission  facilities  to  handle 
these  outside  loads.  Who  would  pay 
for  this  investment?  The  transmission 


charge  would  not  reflect  the  costs  of 
the  new  line  alone,  but  the  far  lower 
average  costs  of  the  entire  transmis- 
sion system.  Under  such  circum- 
stances, utility  men  can  see  their  own 
customers  subsidizing  outsiders.  For 
the  sake  of  power  savings  for  the  few, 
they  see,  as  a  consequence,  higher 
rates  for  the  many. 

PSI  Resources  Chairman  lames 
Rogers  (Forbes,  Dec.  9)  is  one  of  the 
handful  of  utility  executives  who  sup- 
port mandatory  open  access.  ""I  think 
we're  all  smart  enough  now  to  do 
these  things  without  jeopardizing  the 
reliability  of  the  system,"  he  says. 

But  Rogers  is  in  a  small  minority. 
What  really  worries  the  industry,  one 
observer  suggests,  is  not  wholesale 
power  transmission  from  one  utility 
or  nonutility  to  another.  The  bigger 
worry  is  the  possibility  that  open  ac- 
cess would  be  a  first  step  toward 
permitting  outside  power  producers, 
both  utility  and  nonutility  generators, 
to  reach  in  and  serve  large  retail  cus- 
tomers— chemical  plants  or  steel 
mills,  for  instance.  Using  the  utility's 
own  power  lines,  these  producers 
could  then  cherry-pick  the  best  pros- 
pects and  leave  the  bereft  utility  and 
its  rate  payers  with  generating  facili- 
ties and  costs  built  to  serve  a  load  that 
has  disappeared. 

The  issue  is  on  hold  at  the  moment. 
The  Senate  corollary  of  the  House 
energy  bill  was  scuttled  last  month  b\ 
a  filibuster  designed  to  halt  legislation 
that  would  open  the  Arctic  National 
Wildlife  Refuge  to  oil  development. 
The  open -access  legislation  went  with 
it.  But  nobody  thinks  the  threat  will 
go  away. 

Open  access  sounds  good.  Doesn't 
it  promote  competition?    The   issue 
isn't  so  simple.  Open  access  sounds 
if  it  were  vet  another  phase  in  the 
deregulatory  mood  that  has  trans 
formed  industry  after  industry  over 
the  past  decade     telephones,  airln 
even  savings  M\d  loans  — but  it's  not 
In    effect,    mandators    open    act 
would  broaden  and  extend  utility  rt 
ulation  even  more,  shitting  it  awa\ 
from  the  states  to  a  federal  agency, 
whose   view    of  the   world    max    be 
broader    but    not    necessarily    more 
acute  than  those  of  the  utility  organi 
zations  u  serves.  Beware  of  govern 
mem  interference  masquerading  as 
deregulation.  ■ 
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IT'S  AMAZING  WHAT  YOU  CAN  SAVE  WITH 
A  RECYCLING  PROGRAM. 


Imagine  using  a  chemical  waste  to  make  a  lifesaving  drug. 
Today,  BP  is  helping  to  do  just  that—  using  its  own  proprietary 
process  to  recover  and  purify  acetonitrile,  a  waste  by-product  of 
chemical  manufacturing.  Sold  to  the  pharmaceuticals  industry, 
purified  aceto  is  used  to  make  insulin,  a  drug  that  means  life 
to  millions  of  diabetics.  Proof  that  sometimes  a  company's  most 
important  savings  aren't  measured  in  dollars.  For  more  infor- 
mation, write  BP,  200  Public  Square  36Y,  Cleveland,  Ohio  44114. 


The  Energy  To  Change 


Like  America's  states,  the  old  Soviet  empire's  republics 
are  competing  ferociously  to  attract  capital.  Newly 
independent  Ukraine  remains  a  problem,  but 
competition  should  put  it,  too,  on  the  right  path. 

The  road  from 
serfdom 


By  Peter  Fuhrman 

Which  large,  industrialized  (well, 
sort  of)  nation  will  likely  have  the 
world's  lowest  corporate  tax  rate  by 
1992?  If  you  answered  Boris  Yeltsin's 
Russian  Federation,  go  to  the  head  of 
the  class. 

Already  this  year  Russian  lawmak- 
ers have  cut  corporate  income  tax 
rates  three  times,  from  40%  in  January 
to  a  current  25%  for  companies  with  at 
least  30%  foreign  participation.  Now 
Yeltsin  is  pushing  the  Russian  parlia- 
ment to  adopt  draft  legislation  that 
would  cut  rates  for  all  businesses — 
Russian  and  foreign  alike — to  18%. 

No,  there  isn't  much  profit  to  tax  in 
Russia.  But  that's  not  really  the  idea. 
The  point  grasped  by  Yeltsin's  advis- 
ers (and  lost  by  most  U.S.  policymak- 
ers) is  that  low  tax  rates  are  a  tremen- 
dous incentive  for  people  to  work 
harder  and  for  companies  to  expand, 
innovate  and  invest.  Yeltsin  already 
understands  that  Russians  and  foreign 
capitalists  aren't  going  to  develop 
Russia  if  very  much  of  what  they 
produce  is  grabbed  by  the  state. 

Nor  is  Yeltsin  the  only  one  in  what 
remains  of  the  Soviet  empire  to  un- 
derstand the  need  to  create  such  in- 
centives. A  dozen  Soviet  republics  are 
now  competing  against  one  another 
to  offer  local  and  foreign  entrepre- 
neurs and  businesses  the  most  attrac 
tivc  tax  rates,  legal  regulations  and 
monetary  policies,  all  aimed  at  spur 
ring  the  development  of  new    job 
creating  businesses. 

For  example,  the  small  republic  of 
Tadzhikistan,  between  China  and  Af- 
ghanistan in  Central  Asia,  recently 
rushed  through  the  Soviet  Union's 


first  privatization  law  covering  farm- 
land, industry  and  shops.  Though 
Tadzhikistan  is  still  run  by  commu- 
nists, it  figures  it  can  gain  competitive 
advantage  by  beating  the  bigger  re- 
publics off  the  mark. 

Russia  was  the  first  republic  to  ap- 
prove laws  opening  itself  to  foreign 
investment.  Now  its  large  Central 
Asian  neighbor  Kazakhstan  has  tried 
to  go  Russia  one  better.  Kazakh  poli- 
cymakers recently  introduced  more 
liberal  rules  on  duty-free  import  of 
machinery;  they  have  also  written 
more  specific  rules  about  which  sec- 
tors of  the  economy  will  be  covered 
by  special  tax  concessions. 

The  Kazakhs  also  scrapped  rules — 
still  in  effect  in  Russia — concerning 
the  need  to  obtain  government  li- 
censes to  open  businesses  in  financial 
fields  like  insurance,  banking  and  bro- 
kerage. Not  to  be  outdone,  the  Rus- 
sians have  just  swept  aside  all  restric- 
tions on  businesses  engaging  in  for- 
eign trade  and  wholesale  activities. 
Other  republics  are  scrambling  to 
keep  pace. 

Russia  was  first  to  write  laws  per 
mitting  its  cities  and  regions  to  de- 
clare themselves  "free  economic 
zones";  this  allowed  them  to  set  busi- 
ness tax  rates  and  customs  charges  at 
special  low  levels.  St.  Petersburg  (for 
merly  Leningrad)  has  opted  for  this 
status.  Now  Kazakhstan,  Ukraine  and 
other  republics  are  drafting  laws  to 
duplicate  mk\  sometimes  undercut 
the  terms  available  to  Russia's  free 
economic  /ones. 

It  all  adds  up  to  the  unfettered 
competition  among  different  govern- 


ments' fiscal,  legal  and  monetary  ac 
tivities  espoused  by  Nobel  laureate 
Friedrich  Hayek  (FORBES,  May  30, 
1988).  Says  influential  Russian  econo- 
mist Vitaly  Naishul:  "We've  moved 
from  an  economic  system  that  only  a 
Leninist  could  love  to  one  that  Hayek 
should  approve  of." 

It  is  these  competitive  forces  that 
will  restrain  the  worst  impulses  oi 
political  leaders  and  propel  them  onto 
the  road  from  serfdom.  Take,  for 
example,  Ukraine,  which  has  just  dc 
dared  its  independence.  Its  dema 
gogic  leader,  Leonid  Kravchuk.  is 
more  an  old  line  central  planner  than 
a  supply  sider.  He  has  announced 
plans  to  build  up  Ukraine's  already 
massive  State  industrial  sector  and  to 
create  a  Ukrainian  arnn  of  400,000. 
Underpinning  all  this  will  be  a  new 
Ukrainian  currency ,  to  be  introduced 
within  the  next  few  months 

The  industrial  investment  is  likeh 
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Boris  Yeltsin 


Narsuttan  Nazerbayev 


Leonid  Kravchuk 


to  fare  poorly;  and  the  soldiers  must 
be  paid.  To  finance  his  statist  pro- 
grams, Kravchuk  must  either  raise 
taxes,  borrow  massively  (but  who  will 
lend? )  or,  more  likely,  run  the  money 
printing  presses  at  full  throttle. 

But  interrepublic  competition  may 
save  Ukraine  from  its  new  leader's 
nationalistic  ambitions.  Sometime 
next  year,  Yeltsin's  Russian  Federa- 
tion and  Narsultan  Nazerbayev's  Ka- 
zakhstan will  probably  introduce  their 
own  currencies.  These  will  be  con- 
vertible and  therefore  will  compete  in 
a  nascent  Soviet  foreign  exchange 
market.  If  Ukraine  introduces  reckless 
economic  policies,  its  currency  will 
quickly  suffer.  As  ^mong  Western  na- 
tions during  the 'past  decade,  Krav- 
chuk may  propose,  but  markets  will 
dispose.  Indeed,  on  the  eve  of 
Ukraine's  vote  for  independence, 
there  was  talk  that  economic  reality 
might  force  Kravchuk  to  reduce  the 


size  of  the  army  he  hopes  to  build,  to 
90,000. 

In  the  Russian  Federation,  Yeltsin 
and  his  advisers  already  seem  to  have 
gotten  the  message  about  fiscal  pru- 
dence. Yeltsin  has  promised  to  kill  off 
70  Union  ministries,  by  striking  them 
off  the  budgetary  payroll,  and  to  cut 
Russia's  own  government  bureaucra- 
cy by  half. 

Yeltsin  is  not  only  leading  by  exam- 
ple. At  his  insistence,  the  mandate  to 
cease  all  state  interference  in  business 
was  written  into  the  loose  confedera- 
tion agreement  recendy  approved  by 
ten  republics,  including  Ukraine. 

As  Yeltsin  and  his  advisers  pursue 
their  supply-side  revolution,  they 
have  much  to  work  with.  Russia  en- 
joys a  distinct  economic  advantage 
over  neighboring  republics.  Thanks 
mainly  to  its  reserves  of  raw  materials 
and  oil,  Russia  begins  the  difficult 
transition  to  some  variant  of  capitalist 


society  with  a  secure  trade  surplus. 

By  Yeltsin's  own  estimates,  Russia 
will  run  a  trade  surplus  of  $10  billion 
to  $  1 5  billion  with  the  West  and  other 
republics,  as  trade  shifts  to  world  mar- 
ket prices.  This  surplus  will  underpin 
both  the  value  of  Russia's  own  curren- 
cy and  Yeltsin's  recent  offer  to  stand 
behind  all  of  the  Soviet  republics'  $65 
billion  in  debts  to  Western  banks. 

Russia's  large  (135  million)  popu- 
lation and  geographical  size,  its  natu- 
ral resources,  industry  and  Yeltsin's 
policies,  if  carried  through,  should 
make  this  republic's  currency  the 
linchpin  of  the  regional  economy  in 
what  was  once  the  Soviet  Union.  In 
order  to  attract  investment,  the  other 
republics  must  compete  even  more 
energetically  with  low  taxes,  sound 
fiscal  policies  and  liberal  rules  on  capi- 
tal repatriation.  To  judge  from  the 
Hayekian  competitive  frenzy,  the 
competition  is  just  heating  up.       ■■ 
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Like  America's  states,  the  old  Soviet  empire's  republics 
are  competing  ferociously  to  attract  capital.  Newly 
independent  Ukraine  remains  a  problem,  but 
competition  should  put  it,  too,  on  the  right  path. 

The  road  from 
serfdom 


By  Peter  Fuhrman 

Which  large,  industrialized  (well, 
sort  of)  nation  will  likely  have  the 
world's  lowest  corporate  tax  rate  by 
1992?  If  you  answered  Boris  Yeltsin's 
Russian  Federation,  go  to  the  head  of 
the  class. 

Already  this  year  Russian  lawmak- 
ers have  cut  corporate  income  tax 
rates  three  times,  from  40%  in  January 
to  a  current  25%  for  companies  with  at 
least  30%  foreign  participation.  Now 
Yeltsin  is  pushing  the  Russian  parlia- 
ment to  adopt  draft  legislation  that 
would  cut  rates  for  all  businesses — 
Russian  and  foreign  alike — to  18%. 

No,  there  isn't  much  profit  to  tax  in 
Russia.  But  that's  not  really  the  idea. 
The  point  grasped  by  Yeltsin's  advis- 
ers (and  lost  by  most  U.S.  policymak- 
ers) is  that  low  tax  rates  are  a  tremen- 
dous incentive  for  people  to  work 
harder  and  for  companies  to  expand, 
innovate  and  invest.  Yeltsin  already 
understands  that  Russians  and  foreign 
capitalists  aren't  going  to  develop 
Russia  if  very  much  of  what  they 
produce  is  grabbed  by  the  state. 

Nor  is  Yeltsin  the  only  one  in  what 
remains  of  the  Soviet  empire  to  un- 
derstand the  need  to  create  such  in- 
centives. A  do/en  Soviet  republics  are 
now  competing  against  one  another 
to  offer  local  and  foreign  entrepre- 
neurs and  businesses  the  most  attrac 
tive  tax  rates,  legal  regulations  and 
monetary  policies,  all  aimed  at  spur 
ring  the  development  of  new    job 
creating  businesses. 

lor  example,  the  small  republic  of 
TadzhikJStan,  between  China  mk\  Al 

ghanistan  in  Central  Asia,  recently 
rushed  through  the  Soviet  Union's 


first  privatization  law  covering  farm- 
land, industry  and  shops.  Though 
Tadzhikistan  is  still  run  by  commu- 
nists, it  figures  it  can  gain  competitive 
advantage  by  beating  the  bigger  re- 
publics off  the  mark. 

Russia  was  the  first  republic  to  ap- 
prove laws  opening  itself  to  foreign 
investment.  Now  its  large  Central 
Asian  neighbor  Kazakhstan  has  tried 
to  go  Russia  one  better.  Kazakh  poli- 
cymakers recently  introduced  more 
liberal  rules  on  duty-free  import  of 
machinery;  they  have  also  written 
more  specific  rules  about  which  sec- 
tors of  the  economy  will  be  covered 
by  special  tax  concessions. 

The  Kazakhs  also  scrapped  rules — 
still  in  effect  in  Russia — concerning 
the  need  to  obtain  government  li- 
censes to  open  businesses  in  financial 
fields  like  insurance,  banking  and  bro- 
kerage. Not  to  be  outdone,  the  Rus- 
sians have  just  swept  aside  all  restric- 
tions on  businesses  engaging  in  for 
eign  trade  and  wholesale  activities. 
Other  republics  are  scrambling  to 
keep  pace. 

Russia  was  first  to  write  laws  pet 
mitting  its  cities  and  regions  to  de 
dare     themselves     "free     economic 
/ones";  this  allowed  them  to  set  busi 
ncss  tax  rates  .\nd  customs  charges  at 
special  low  levels.  St.  Petersburg  (for 
merly  Leningrad)  has  opted  tor  this 
status.  Now  Kazakhstan,  Ukraine  and 
Other  republics  are  drafting  laws  to 
duplicate    and    sometimes    undercut 
the   terms  available  to   Russia's  tree 
economic  /ones. 

It    all   adds   up   to   the   unlettered 

competition  among  different  go\em 


ments'  fiscal,  legal  and  monetary  K 
tivities  espoused  by  Nobel  laureate 
Friedrich   Hayek  (FORBES,   May  30, 
1988).  Says  influential  Russian  eoono 

mist  Vitaly  Naishul:  "We've  moved 
from  an  economic  system  that  only  a 
1  eninist  could  love  to  one  that  Hayek 
should  approve  of" 

It  is  these  competitive  forces  that 
will  restrain  the  worst  impulses  ot 
political  leaders  and  propel  them  onto 
the  road  from  serfdom,  lake,  for 
example,  Ukraine,  which  has  just  de 
elated  its  independence  Its  dema 
gogic  leader,  Leonid  Kra\chuk.  is 
more  mi  old  line  central  planner  than 
a  supplv  sidcr  He  has  announced 
plans  to  build  up  Ukraine's  alrcad\ 
massive  state  industrial  sector  And  to 

create  a  Ukrainian  arm)  of  400,000 

Underpinning  all  this  will  be  a  new 
Ukrainian  currencj .  to  be  introduced 

within  the  next  tew  months 

The  industrial  investment  is  likely 
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Boris  Yeltsin 


NarsuKan  Nazerbayev 


Leonid  Kravchuk 


to  fare  poorly;  and  the  soldiers  must 
be  paid.  To  finance  his  statist  pro- 
grams, Kravchuk  must  either  raise 
taxes,  borrow  massively  (but  who  will 
lend? )  or,  more  likely,  run  the  money 
printing  presses  at  full  throttle. 

But  interrepublic  competition  may 
save  Ukraine  from  its  new  leader's 
nationalistic  ambitions.  Sometime 
next  year,  Yeltsin's  Russian  Federa- 
tion and  Narsultan  Nazerbayev's  Ka- 
zakhstan will  probably  introduce  their 
own  currencies.  These  will  be  con- 
vertible and  therefore  will  compete  in 
a  nascent  Soviet  foreign  exchange 
market.  If  Ukraine  introduces  reckless 
economic  policies,  its  currency  will 
quickly  suffer.  As  £mong  Western  na- 
tions during  the  past  decade,  Krav- 
chuk may  propose,  but  markets  will 
dispose.  Indeed,  on  the  eve  of 
Ukraine's  vote  for  independence, 
there  was  talk  that  economic  reality 
might  force  Kravchuk  to  reduce  the 


size  of  the  army  he  hopes  to  build,  to 
90,000. 

In  the  Russian  Federation,  Yeltsin 
and  his  advisers  already  seem  to  have 
gotten  the  message  about  fiscal  pru- 
dence. Yeltsin  has  promised  to  kill  off 
70  Union  ministries,  by  striking  them 
off  the  budgetary  payroll,  and  to  cut 
Russia's  own  government  bureaucra- 
cy by  half. 

Yeltsin  is  not  only  leading  by  exam- 
ple. At  his  insistence,  the  mandate  to 
cease  all  state  interference  in  business 
was  written  into  the  loose  confedera- 
tion agreement  recently  approved  by 
ten  republics,  including  Ukraine. 

As  Yeltsin  and  his  advisers  pursue 
their  supply-side  revolution,  they 
have  much  to  work  with.  Russia  en- 
joys a  distinct  economic  advantage 
over  neighboring  republics.  Thanks 
mainly  to  its  reserves  of  raw  materials 
and  oil,  Russia  begins  the  difficult 
transition  to  some  variant  of  capitalist 


society  with  a  secure  trade  surplus. 

By  Yeltsin's  own  estimates,  Russia 
will  run  a  trade  surplus  of  $  1 0  billion 
to  $  1 5  billion  with  the  West  and  other 
republics,  as  trade  shifts  to  world  mar- 
ket prices.  This  surplus  will  underpin 
both  the  value  of  Russia's  own  cmren- 
cy  and  Yeltsin's  recent  offer  to  stand 
behind  all  of  the  Soviet  republics'  $65 
billion  in  debts  to  Western  banks. 

Russia's  large  (135  million)  popu- 
lation and  geographical  size,  its  natu- 
ral resources,  industry  and  Yeltsin's 
policies,  if  carried  through,  should 
make  this  republic's  currency  the 
linchpin  of  the  regional  economy  in 
what  was  once  the  Soviet  Union.  In 
order  to  attract  investment,  the  other 
republics  must  compete  even  more 
energetically  with  low  taxes,  sound 
fiscal  policies  and  liberal  rules  on  capi- 
tal repatriation.  To  judge  from  the 
Hayekian  competitive  frenzy,  the 
competition  is  just  heating  up.       WM 
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Long-smoldering  ethnic  rivalries  are  catching 

fire  in  Czechoslovakia,  too,  but  separatism  might  hurt 

the  cause  of  liberty  more  than  help  it. 


Can  Madison 
conquer  Prague! 


s 


BY  MICHAEL  NOVAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


After  Yugoslavia,  will  Czechoslo- 
vakia be  the  next  Central  European 
country  torn  by  factions?  Construct- 
ed after  World  War  I,  like  an  arrow  at 
the  bosom  of  Europe,  Czechoslova- 
kia stabs  eastward  into  the  belly  of 
Ukraine,  westward  into  a  reunified 
Germany,  and  lies  just  north  of  Hun- 
gary, too  close  to  Yugoslavia  for  com- 
fort. If  the  eastern  part  that  makes  up 
Slovakia  were  to  separate  from  the 
Czech  lands  (Bohemia  and  Moravia), 
geopolitical  realities  at  the  heart  of 
Central  Europe  would  be  thrown  into 
great  turmoil.  Activism  on  behalf  of 
such  secession  is  now  increasing. 

When  Czechoslovakia's  President 
Vaclav  Havel  passed  through  the  far 
door  of  his  outer  office  in  the  presi- 
dential palace,  he  walked  toward  us 
with  the  rolling  gait  and  the  bob  of  his 
tousled  head  familiar  from  television. 
He  wore  his  usual  dark  sweater;  he 
seemed  rushed,  anxious.  During  a 
week  in  which  he  was  in  almost  con- 
stant consultations  with  Czech  and 
Slovak  leaders  and  with  members  of 
all  three  of  his  country's  new  parlia- 
ments— Czech,  Slovak  mu\  federal — 


he  had  made  available  a  half-hour  of 
his  precious  time.  Seating  our  small 
party  courteously,  he  turned  to  me 
immediately  with  two  questions: 
What  did  I,  as  an  American  Slovak, 
think  of  Slovak  separatism?  And  what 
is  the  meaning  of  the  liberal  society 
and  liberal  institutions  in  a  situation 
like  this? 

Havel  is  not  worried  that  his  coun- 
try will  dissolve  into  civil  war:  Both  he 
and  the  Slovak  leaders  are  committed 
to  peaceful  democratic  procedures. 
He  had  already  publicly  requested  a 
speedy  referendum  to  determine  the 
will  of  the  people  on  the  issue  of 
separation.  I  had  heard  from  others 
that  Slovak  separatists,  recognizing 
that  they  would  probably  lose  that 
vote  by  a  wide  margin,  were  trying  to 
delay  the  referendum. 

Yet  Havel  did  seem  burdened  by 
the  thought  that  his  nation  might 
break  up  under  his  presidency.  He 
recognized  that  self-determination  is 
an  inherent  political  right.  But  he 
also  worried  that  if  secession  hap- 
pened, old  boundaries  would  be  in 
question,  and  the  Slovaks  might  be 
swallowed  by  Ukraine,  the  Czechs  by 
Germany.  Separate,  the  autonomy  of 
each  is  less  secure. 

In  reply  to  Havel,  I  recalled  the 
debate  between  federalists  and  anti- 
federalists  in  America's  earliest  days 
and  Lincoln's  conviction  that  the 
Union  was  indispensable  to  the  pro- 
tection of  liberty.  We  spoke  of  the 
irritating  superiority  sometimes  at 
fected  by  Czechs  toward  Slovaks  and 
of  the  Slovaks'  desire  for  greater  status 
And  respect.  Havel  understands  all 
this,  but  longs  tor  the  time  when 
bickering  will  stop. 

From  other  parliamentarians,  both 
Czech  and  Slovak,  I  had  learned  that 
problems  of  secession  might  not  stop 


with  Slovakia.  Should  the  Slovaks 
lend  honor  to  the  principle  "to  each 
nationality  its  own  state,"  it  might 
next  be  invoked  by  the  600,000  Hun- 
garians in  Slovakia  eager  to  rejoin 
Hungary,  and  by  the  Carpatho-Ru- 
thenians  (Rusyns)  in  eastern  Slovakia, 
demanding  reunification  with  their 
fellows  in  Ukraine. 

President  Havel  asked  me  about 
liberalism  because  some  leaders,  both 
Czech  and  Slovak,  associate  "liberal" 
with  libertinism,  low  moral  standards, 
pornography,  etc.,  and  believe  there- 
fore that  the  new  enemy,  after  the 
collapse  of  socialism,  is  liberalism.  But 
anyone  who  is  for  democratic  institu- 
tions, free  economic  institutions  and 
religious  liberty,  I  replied,  is,  in  that 
sense,  a  liberal.  Such  institutions  re- 
quire high  moral  virtues  (a  favorite 
theme  of  Havel's)  and  are  insupport- 
able in  their  absence. 

In  the  streets  I  was  happy  to  see 
many  good  things  under  way.  Finance 
Minister  Vaclav  Klaus  seems  to  be 
gaining  in  esteem  and  popularity  for 
his  bold,  articulate  and  determined 
leadership  in  building  a  free  economy. 
The  privatization  of  small  businesses 
is  well  advanced;  that  of  large  state 
firms  has  begun.  Food  supplies  seem 
relatively  abundant,  though  prices  are 
higher  than  on  my  last  visit.  Sales 
clerks  in  newly  privatized  stores  have 
even  learned  to  smile  and  to  be  genu- 
inely helpful. 

But  there  is  an  ominous  side,  too. 
Members  of  the  former  state  security 
apparatus  are  still  active  on  a  private 
basis,  with  access  to  plenty  o\  hidden 
money,  and  the  informers'  networks 
of  the  past  went  deeper  than  has  yet 
been  brought  to  light  |  "lustratcd" 

I  came  away  from  Czechoslovakia 
more  deeply  worried  than  w  hen  I  had 
gone.  I  also  returned  more  persuaded 
than  ever  of  the  practicality  of  Madi- 
son's famous  "Principle  of  the  larger 
Orbit" — that  m  small  states,  a  power 
ful  faction  or  group  o\  families  or  a 
demagogue  can  too  easily  play  the 
tyrant.    In    a    larger   md    properly 
ordered  union,  Madison  wrote,  the 
liberty  of  individuals  and  minofibea 
more  secure.  It  is  a  question  ot  prion - 
ties:  I  tbetty  m^<\  prosperity  first,  inde 
pendencc  later.  The  decision  bclo 
to  the  people.  But  I  wish  Czechoalo 
vakia's  separatists  were  reading  their 
Federalist  Papers.  H 
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Despite  the  width  and  depth  of  the  housing  slump, 
Oakwood  Homes  and  Clayton  Homes  are  doing  well, 

Standing  out 


By  Edward  Giltenan 

Mobile  homes  have  come  a  long  way 
from  the  familiar  rickety  boxes  that 
were  rolled  out  of  factories,  perched 
precariously  on  cinder  blocks  and 
decorated  with  pink  flamingos.  Now- 
adays, it's  getting  much  harder  to  tell 
the  difference  between  sturdy  "man- 
ufactured houses"  and  on-the-site 
construction. 

But  the  recession  has  spared  nei- 
ther. Some  170,000  mobile  homes 
will  be  sold  this  year,  down  from 
295,000  just  eight  years  ago.  There 
are  now  90  mobile-home  builders.  A 
decade  ago  there  were  about  250. 

Despite  this,  Oakwood  Homes 
Corp.  of  Greensboro,  N.C.  and  Clay- 
ton Homes,  Inc.  of  Knoxville,  Term, 
are  doing  well  this  year.  Since  a  rash  of 
repossessions  forced  it  to  close  its 
Texas  operations  in  1987,  ending  11 
consecutive  years  of  improving  earn- 
ings, Oakwood  has  made  an  impres- 


sive comeback.  From  just  $400,000 
in  1987,  Oakwood' s  earnings  have 
climbed  to  nearly  $9  million — $1.06 
a  share  on  a  fully  diluted  basis — in  the 
year  ended  Sept.  30.  At  a  recent  14V4, 
Oakwood's  NYSE-listed  shares  have 
doubled  in  the  last  year. 

By  contrast,  Clayton  Homes  is  a 
paragon  of  consistency.  Run  for  the 
last  25  years  by  Chairman  James  Clay- 
ton, the  company  has  reported  rising 
earnings  for  the  last  1 1  years,  earning 
$29  million  on  sales  of  $320  million 
in  the  year  ended  in  June.  Clayton's 
unit  sales  are  up  12%  in  the  first  three 
quarters  of  this  year.  In  the  last  year, 
Clayton's  NYSE  shares  have  nearly 
doubled,  to  a  recent  $17. 

As  practiced  by  Oakwood  and 
Clayton,  manufactured  housing  has  a 
lot  going  for  it.  Although  top-of-the- 
line  models  are  of  high  quality,  manu- 
factured homes  sell  chiefly  on  price. 


Standard  mobile  horn 
Wave  of  the  past? 


rental  lot 


Thus  they  tend  to  compete  with  rent- 
al apartments  as  housing. 

With  rents  now  creeping  up,  mo- 
bile-home payments  have  become 
competitive  with  renting.  Mobile 
homes  are  still  the  cheapest  type  of 
single-family  home  ownership:  ex- 
cluding land  cost,  $20,000  will  buy  a 
decent  1,000-square-foot,  two-bed- 
room mobile  home;  S35, 000  will  buy 
a  1,500-square-foot,  three-bedroom 
model.  Similar  site-built  houses  could 
easily  cost  up  to  twice  as  much.  A 
major  reason  is  that  mobile-home 
i  makers  have  used  nonunion,  relative 
I  ly  unskilled  labor.  And  they  are  gener- 
ally free  from  the  vagaries  of  weather. 
It's  also  easier  to  finance  a  mobile 
home  than  it  used  to  be.  Until  fairly 
recently,  the  buyer  had  to  purchase 
the  mobile  home  and  then  buy  or 
lease  land  to  put  it  on — two  separate 
transactions.  This  financing  is  done 
through  chattel  mortgages,  which 
treat  the  mobile  home  not  as  real 
estate  but  as  a  piece  of  personal  prop 
erty,  much  like  a  car.  Terms  on  these 
chattel  mortgages  range  from  7  to  15 
years,  with  rates  ot  L2V4X  M\\i  more. 
For  many  potential  buyers,  d* 
onerous  terms  washed  out  the  advan- 
tages of  low  sticker  prices 

Rut  they  nave  an  alternative.  The 
Federal  National  Mortgage  Associa- 
tion purchases  mk\  secunti/es  increas 
ingly  popular  30  year  residential 
mortgages  on  mobile  homes  as  long 
as  the  house  .\\\<A  land  are  permanently 
attached  m\<\  sold  in  one  transaction 
This  way,  the  payment  on  a  $65,000 
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New  factory-built 
house;  starting 
price  $55,000, 
including  land 
Bigger,  less 
mobile  and 
easier  to 
finance,  they're 
becoming  an 
alternative  to 
renting. 


package  of  mobile  home  and  land 
works  out  to  around  $500  a  month — 
an  attractive  alternative  to  renting. 

Meanwhile,  in  order  to  overcome 
the  prejudice  many  communities  have 
against  trailer  parks,  the  mobile  home 
builders  have  been  building  more  so- 
called  multisectional  homes,  called 
double- wides  in  the  trade.  These  are 
essentially  houses  split  down  the  mid- 
#dle  for  easy  highway  transportation 
and  are  bigger,  more  expensive  and 
less  mobile  than  the  traditional  single - 
section  variety.  The  builders  then 
package  these  multisectionals  with  ti- 
de to  the  ground  they  will  sit  on  and 
build  a  permanent  foundation. 

Fannie  Mae's  willingness  to  pur- 
chase mobile  home  mortgages 
opened  the  way  for  big  mortgage 
lenders  like  Sears  Mortgage,  gmac 
and  Weyerhaeuser  Mortgage  to  make 


conventional  mortgage  loans  on 
manufactured  homes.  "Many  lenders 
have  a  very  healthy  appetite  for  the 
multisectional  home  because  so  many 
of  their  applicants  can't  qualify  for 
site-built,  starter  homes,"  says  Clay- 
ton Homes'  James  Clayton.  Current- 
ly, half  the  industry's  unit  shipments 
are  multisectional  homes,  up  from 
about  30%  five  years  ago. 

Quite  clearly,  mobile-home  build- 
ing and  conventional  building  are  be- 
coming more  and  more  alike — mass 
builders  of  conventional  homes  use 
many  of  the  same  assembly-line  tech- 
niques mobile-home  builders  use.  A 
successful  mobile-home  builder  to- 
day must  offer  fully  integrated  service, 
from  building  and  selling  the  homes 
to  arranging  financing  for  customers 
and  servicing  the  loans.  The  financing 
is  especially  important.  Because  they 


are  highly  integrated,  Oakwood  and 
Clayton  are  bucking  the  downtrend 
in  home  building. 

Oakwood  Chief  Executive  Nicho- 
las St.  George  says  he  is  aggressively 
expanding  in  multisectional  homes. 
But  Oakwood's  greatest  strength  is  its 
financing  arm,  which  St.  George  got 
off  the  ground  six  years  ago.  With  it, 
Oakwood  can  now  originate  loans  for 
its  customers,  package  the  loans  and 
sell  them  to  banks,  insurance  compa- 
nies or,  in  the  case  of  loans  qualifying 
for  conventional  home  mortgages,  to 
Fannie  Mae.  This  keeps  Oakwood's 
factories  humming  and  makes  money 
for  the  company.  Oakwood's  finance 
subsidiary  now  accounts  for  45%  of 
the  company's  operating  earnings. 
Thus  far  this  year,  Oakwood's  unit 
sales  are  up  1 1%,  against  the  industry's 
10%  decline. 

Loan  defaults?  Over  the  last  five 
years  Clayton's  and  Oakwood's  net 
losses  have  averaged  less  than  1%  on 
total  loans  outstanding — although,  as 
the  recent  rash  of  bank  credit  card 
defaults  should  remind  everyone, 
loans  on  anything  can  sour  very 
quickly. 

Another  big  player  is  Fleetwood 
Enterprises,  based  in  Riverside,  Calif. 
The  big  maker  of  recreational  vehicles 
sold  $567  million  worth  of  mobile 
homes  last  year,  40%  of  its  revenues, 
ranking  it  first  in  the  business.  But 
Fleetwood  has  no  retail  network  and 
no  in-house  financing  capability,  and 
it  won't  anytime  soon. 

Manufactured  housing  has  a  lot 
going  for  it  in  today's  relatively  aus- 
tere economy,  but  only  the  strongest 
players  will  prosper.  Hi 


A  couple  of  standouts 

Company 

Recent 

52-week 

Price/ 

Latest  12  months 

Dividend 

Net 

Debt/ 

price 

high 

low 

earnings 

sales 

earnings 

EPS 

yield 

margin 

equity 

— ($million) — 

Cavalier  Homes 

2% 

41/4 

2% 

34.4 

$66 

$0.20 

$0.08 

2.9% 

0.3% 

0.07 

Champion  Enterprises 

31/4 

5% 

25/8 

NM 

274 

-0.20 

-0.03 

0.0 

NM 

0.22 

Clayton  Homes 

17 

231/4 

lOtte 

13.2 

334 

31.1 

1.29 

0.0 

9.3 

1.13 

Fleetwood  Enterprises 

32% 

r 

36y4 

16% 

23.2 

1,410 

31.6 

1.42 

2.7 

2.2 

0.00 

Liberty  Homes* 

51/8 

53/4 

4 

NM 

53 

-1.6 

-0.34 

4.7 

NM 

0.00 

Oakwood  Homes 

14V4 

16V2 

m 

12.3 

126 

7.7 

1.16 

0.6 

6.1 

3.28 

Schult  Homes 

51/e 

71/8 

3 

5.2 

161 

3.6 

0.98 

0.0 

2.2 

0.39 

Skyline  Corp 

14V2 

l81/4 

\V6 

35.4 

313 

4.5 

0.41 

3.3 

1.4 

0.00 

*Class  A  shares.    NM:  No 

t  meaningful.  Source:  Media  General 

via  Lotus  One  Source. 

In  the  last  year, 
margins  among  the 
mobile-home 
builders  have  been 
poor  to  awful, 
except  for  Clayton 
and  Oakwood. 
Note,  however, 
that  both  are 
also  highly  lever- 
aged and  run  the 
risk  of  defaults  on 
the  mortgages 
they  write  for  their 
customers. 
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Home  prices  may  be  plunging  in  places  where 
media  commentators  are  concentrated,  but  that 
doesn't  necessarily  mean  the  nation's  entire 
housing  stock  is  engulfed  by  recession. 

Points  of  light 

By  Steve  Kichen 


Is  the  housing  recession  a  media 
housing  recession?  It  might  be. 
Housing  prices  in  markets  with  large 
concentrations  of  journalists  and 
commentators — places  like  New 
York,  Washington,  Boston  and  Los 
Angeles — have  been  falling.  It  would 
be  surprising  if  the  views  of  media 
people  were  not  influenced  by  signifi- 
cant drops  in  their  personal  net 
worths. 

In  many  areas  that  are  relatively  free 
of  the  media,  there  are  signs  that 
housing  activity  is  not  so  bad,  and 
getting  better.  Great  Western  Finan- 
cial, a  big  and  healthy  thrift  headquar- 
tered in  Beverly  Hills,  Calif,  recently 
surveyed  489  real  estate  broker- man- 
agers in  18  states.  Main  finding:  44% 
of  the  brokers  reported  improved  ac- 
tivity in  the  third  quarter.  The  survey 
also  found  that  brokers  in  Arizona 
and  Colorado  had  the  highest  confi 
dence  about  the  immediate  prospects 
in  their  markets.  Georgia  and  Miehi 
gan  were  tied  for  second.  Ranked  least 


confident  were  brokers  in  Virginia 
and  Maryland. 

Chandler  Barton,  head  of  Coldwell 
Banker  Residential  Group,  brokers  of 
homes,  reports  that  through  Octo- 
ber, ColdwelPs  Phoenix,  Ariz,  opera- 
tions are  up  22%,  in  dollar  volume, 
compared  with  the  previous  year.  Says 
lay  Butler,  director  of  the  Arizona 
Real  Estate  Center  at  Arizona  State 
University:  "Arizona  is  an  attractive 
area  to  live,  and  they  didn't  overbuild 
single-family  homes."  The  Phoenix 
residential  vacancy  rate,  he  says,  is  a 
low  3%. 

Denver  housing  is  also  on  the  re 
bound.  "Our  inventory  is  depleted,*1 
says  Steve  Bngel,  a  broker  associate 
with  the  Devonshire  Co.  and  a  former 
president  of  the  Denver  Board  of 
Realtors.  "Good  listings  are  definitely 
at  a  premium."  Denver's  overall 
economy  is  not  dial  strong,  but  Bngel 
suspects  that  conventions,  the  city's 
new  airport  (to  be  completed  in 
1993)  mk\  its  new   National  League 


baseball  franchise,  the  Colorado 
Rockies,  are  helping  his  business.  Be- 
sides, says  Engel,  "Denver  headed 
into  the  recession  before  other  cities, 
and  now  we're  inching  our  wav  up 
first." 

Other  relatively  strong  markets? 
"Our  Midwest  operations  are  doing 
nicely,"  says  Barton,  "and  even  the 
Washington  and  Baltimore  areas  are 
picking  up  a  bit." 

Now  that  the  banks  have  virtually 
stopped  making  loans  to  home  build- 
ers, new  housing  starts  could  drop 
below  the  1  million  mark  this  year  for 
the  first  time  since  1982.  This  reduc- 
tion in  supply,  in  tandem  with  cheaper 
home  mortgages  (with  30 -year  fixed - 
rate  mortgages  down  to  8.76%,  it 
costs  $1 ,575  a  month,  pretax,  to  bor- 
row $200,000),  has  probably  helped 
boost  demand  for  existing  homes. 
The  National  Association  of  Realtors, 
based  in  Washington,  D.C.,  estimates 
that  sales  of  existing  single-family 
homes  will  total  3.26  million  units  in 
1991,  nearly  on  a  par  with  1990. 
Prices  have  also  firmed  up:  nar  statis- 
tics show  that  the  median  price  of  a 
resale  rose  6.8%  between  October 
1990  and  October  1991. 

There  are  still  some  badly  de- 
pressed markets,  of  course.  Califor- 
nia's desirable  Monterey  area  is  a 
good  example.  "Two  years  ago  a 
house  put  on  the  market  in  Carmel  or 
Pebble  Beach  would  sell  in  one  to  two 
months,"  says  Donald  Britton,  an 
associate  broker  with  Lembo  Realty 
in  Carmel.  "Now  it  might  take  a  vear 
or  longer."  He  adds  that  several 
weeks  went  by  recently  when  only  one 
house  was  sold  out  ot  the  1,000 
homes  carried  in  the  local  Multiple 
List  inn  book. 

The  outlook  for  1992?  According 
to  Great  Western  Bank  Senior  Vice- 
President  E.S.  (Sain)  Lyons,  the  bro 
kers  he  surveyed  in  the  fall  expect 
significant  improvements  next  year  in 
Virginia,  California,  Tennessee  Mid 
Maryland. 

"If  the  price  of  a  house  is  lower  and 
the  cost  of  financing  is  lower,  that's 
two  thirds    of    the    formula."    s.i\s 
Coldwell  Ranker's  Barton,     [he  Otfa 
er  third,  he  savs.  is  consumer  conti 
dence.)  1  embo  Realty's  Donald  Brit 
ton  puts  the  argument  somewhat  dif 
ferentlv.  "The  California  market,"  he 
s.ns.  "can't  gel  much  worse  "         B 
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Joe  Montana  is  a  living  legend.  Maybe  the 
greatest  quarterback  of  all  time. 

But  even  famous  people  like  to  team  up 
with  successful  investment  professionals. 

Like  Franklin.  A  leader  in  innovative  mutual 
funds.  For  example,  the  Franklin  U.S.  Govern- 
ment Securities  Fund.  It  aims  for  high  current 
income  and  a  high  degree  of  credit  safety.* 

1-800-DIAL  JOE,  Ext.  793 

"Individual  securities  owned  by  the  fund,  but  not 

shares  of  the  fund,  are  guaranteed  by  the  U.S. 

government. 

This  advertisement  is  a  paid  endorsement. 


I  would  like  a  free  prospectus  on  the  Franklin  U.S.  Government 
Securities  Fund,  containing  more  complete  information,  including 
charges  and  expenses.  I  will  read  it  carefully  before  I  invest  or  send 
money. 

I  am  currently  a  Franklin  shareholder. 


FOB91 
793 


Name 


Address 


City/State/Zip 


Franklin    Distributors,   Inc. 

777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Member  $53  Billion  Franklin  Group  of  Funds® 


Two  things  too  often  happen  to  good  ideas  in  big 
companies:  They  die,  or  someone  else  gets  rich  on  them. 
Xerox  Corp.  is  trying  to  beat  the  odds. 

Profiting  from 
the  inevitable 


By  Kathleen  K.  Wiegner 

The  1988  book  Fumbling  the  Future 
recounted  how  Xerox  Corp.  let  some 
of  its  cleverest  inventions  slip  between 
its  fingers.  Other  companies  got  to 
the  market  faster  with  commercial 
applications  of  such  Xerox  discoveries 
as  Ethernet  networking,  the  laser 
printer  and  the  graphical  computer 
screen. 

David  Kearns,  then  Xerox's  chair- 


man, was  none  too  happy  with  the 
tone  of  the  book,  but  he  was  smart 
enough  not  to  ignore  its  lessons. 
Shortly  after  it  came  out  Kearns  and 
then-president  Paul  Allaire  set  up  Xe- 
rox Technology  Ventures.  This  is  an 
in -house  venture  capital  firm  that 
marries  Xerox  cash  and  Xerox-origi- 
nated research  ideas  to  itchy  entrepre- 
neurs who  don't  want  to  give  up  on  a 


research  project  just  because  Xerox 
doesn't  want  to  continue  it  for  what- 
ever business  reason. 

That's  how  it  is  that  one  company, 
ChannelBind  Corp.,  is  now  selling  a 
desktop  machine  that  can  bind  docu- 
ments of  up  to  600  pages  in  hard  or 
soft  cover,  using  pressure  rather  than 
glue  or  heat. 

The  ChannelBind  machine  was  the 
1988  invention  of  several  Xerox  engi- 
neers working  within  a  special  cus- 
tomer request  group  just  outside 
Rochester,  N.Y.  The  project  started 
when  several  Xerox  customers  asked 
for  some  way  to  easily  put  a  hardcover 
binding  on  documents.  The  device 
would  seem  to  be  a  natural  add-on  to 
any  copying  center,  but  Xerox  felt  the 
product  didn't  fit  into  its  direct  sales 
channels.  So  the  inventors  went  to 
Xerox  Technology  Ventures  with 
product  plans,  got  some  financing, 
and  now  work  at  ChannelBind  in 
Rochester.  Xerox  Technology  Ven- 
tures brought  in  R.  Tony  Asselta  as 
chief  executive  of  this  startup;  Asselta 


ChannelBind  President  Tony  Asselta  with  bookbinder 
No  glue,  no  punching. 
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We're  AMBAC. 

And  we  back  the  bonds  that  build  the  schools,  the  libraries  and  even  the  city 

fl  I     I  D    ^a^s  *n  towns  an<^  c^es  throughout  America.  The  fact  is,  more  than 
^^^  ^^  l\    one  third  of  all  the  insured  general  obligation  municipal  bonds  issued 
^^^^\  L    A  L    A  I  ^T  k    A  C"  |v  I  "T    durmg  the  past  ten  years  have  been  insured  by 
V^V^/V\/V\I    1  /yitlN  AMBAC  But,  then,  you'd  expect  that  kind  of 

leadership  from  the  people  who  founded  the  municipal  bond 
insurance  industry. 

At  AMBAC,  we're  beginning  our  third 
decade  of  commitment  to  America.  Which 
means  helping  secure  our  country's  future  by  assisting  in  the  rebuilding  of  the  physical 
systems  that  support  basic  public  services. 

We're  also  strongly  committed  to  the  municipal  bond  industry.  To  the  investor 
as  well  as  the  issuer. 

Because  while  AMBAC's  commitment  starts  with  America's  towns  and  cities, 
it  doesn't  end  there. 


TO  AMERICA 
STARTS  HERE. 


> 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


Xerox  Technology  Ventures 


Could  one  of  these  be  the  next  Ethernet? 

Company                                                  Date                     Number  Description 

of                          of 
incorporation             employees 

Advanced  Encryption  Systems 
Antioch  Systems 
ChannelBind 

Document  Sciences 
Documentum 

October  1990 

May  1991 

January  1990 

October  1991 
January  1990 

11 

2 

19 

9 
8 

Data  security  products  for  the  networked  corporate  environment 
PC/Windows-based  automated  filing-and-retrieval  software  for  full-text  and  images 
Desktop  binder  and  supplies  for  producing  professional-quality  books 
and  documents  on  demand 

Document  composition  for  mid-  to  high-volume  laser  printing  systems 
Sophisticated  electronic  document  management  software  systems 

FairCopy  Services 

Opto  Generic  Devices* 

Quixote  Products 
Serif  Publishing 
Terabank  Systems 

January  1991 

2 

10 

3 
3 
7 

Easy-to-use,  automated  systems  for  tracking  the  copying  of  published 

and  copyrighted  material 
Low-cost,  high-resolution  encoders  for  the  office  equipment,  automotive,  industrial 

control  and  aerospace  industries 
Low-cost,  portable,  personal  copier  and  accessories 

Desktop  publishing,  computer-related  and  general  business  books  and  multimedia  titles 
Digital  tape  storage  system  suitable  for  "near-on-line"  applications 

November  1990 
January  1990 
October  1989 

*  Xerox  Technology  Ventures  did  not  initially  fund  Opto  Generic  Devices, 
today  it  owns  only  30%  of  the  company. 

It  did,  however,  put  some  technology  and  money  into  the  company; 

Xerox  Technology  Ventures,  looking  for  ideas  in  high-growth  markets  capable  of  at  least  $20  million 
in  annual  sales  within  a  few  years,  has  contributed  capital  to  these  startups.  It  prefers  to  fund 
developed  technology  rather  than  research  or  product  development. 


is  a  48 -year- old  marketer  who  had 
spent  his  career  at  companies  like 
Hallmark  and  A.T.  Cross. 

Based  in  El  Segundo,  Calif.,  Xerox 
Technology  is  an  intelligent  and  flexi- 
ble response  to  some  of  the  problems 
afflicting  giant  corporations.  Xerox 
handed  it  $30  million  to  invest  in 
ventures  built  on  technology  devel- 
oped within  Xerox.  The  charter  for 
this  subsidiary  is  simple,  says  Chief 
Executive  Robert  Adams,  60,  a  26- 
year  Xerox  veteran:  Xerox  is  spending 
some  $500  million  a  year  on  research 
and  development.  Inevitably,  some  of 
the  resulting  inventions  do  not  fit 
within  the  corporation's  product 
plans.  When  this  happens,  the  frus- 
trated researcher  can  pitch  his  idea  to 
Adams  and  his  partners. 

Adams'  venture  capital  outfit  has  a 
few  perks  no  other  venture  capitalist 
can  offer.  A  startup  can  get  cheap 
space  in  a  Xerox  building  plus  the 
right  to  call  itself  "a  Xerox  compa- 
ny." The  entrepreneurs  can  keep  their 
Xerox  benefits  and  stay  on  the  Xerox 
payroll  until  their  company  is  on  its 
feet.  The  fledgling  concern  can,  for  a 
fee,  make  use  of  Xerox  experts  for 
legal  questions,  patent  searches,  ac- 
counting services  and  even  worldwide 
distribution.  So  far,  the  venture  capi 
tal  unit  has  put  up  $20  million  in  seed 
money  for  12  companies  (see  tabic). 


"We  typically  hire  the  chief  execu- 
tive from  outside,"  says  Adams. 
"Small-scale  entrepreneurs  who 
know  how  to  manage  cash  are  not 
common  at  Xerox." 

Like  any  venture  capitalist,  Adams 
has  his  failures  and  his  successes.  He 
closed  Decisus  Inc.  a  year  ago  because 
the  company's  financial  modeling 
software  package  wasn't  selling.  But 
he  made  an  unspecified  profit  when 
Xerox  parent  did  an  about-face  and 
decided  that,  after  all,  it  was  interested 
in  selling  the  circuit  boards  for  work- 
stations that  a  technology  venture 
called  Advanced  Workstation  Prod- 
ucts Inc.  was  making.  So  Xerox 
bought  the  company  back. 

Advanced  Encryption  Systems, 
which  sells  security  systems  for  large 
networks,  got  Xerox  money  in  1990 
and  is  far  enough  along  to  approach 
other  venture  capitalists  for  additional 
funding.  So,  too,  ChannelBind,  al- 
though neither  company  has  gotten 
any  non-Xerox  funds  yet.  The  Chan- 
nelBind machine  costs  $1,095,  cheap 
enough  for  a  large  company,  law  firm, 
government  agency  or  copy  shop. 
Two  hundred  Kinko's  Copies  fran 
chisees  have  bought  the  machine,  mk\ 
charge  around  $6  for  a  hard  cover,  $3 
for  a  paperback.  This  year,  its  first  in 
business,  ChannelBind  expects  sales 
of  $5  million;  Asselta  hopes  to  take 


the  outfit  public  in  1995. 

In  the  past,  one  of  the  big  problems 
with  corporate  "intrapreneurship" 
schemes  like  Xerox  Technology  has 
been  that  the  goals  were  a  little  fuzzy. 
Sometimes  these  groups  would  try 
not  so  much  to  make  a  buck  as  to 
achieve  other  objectives,  such  as  spot- 
ting possible  diversifications  or  get 
ting  a  window  on  technology.  Adams 
says  his  group's  goal  is  simply  getting 
a  good  return  on  investment  over  a 
long  term.  Significantly,  Adams  and 
two  other  principals  at  Xerox  Tech- 
nology personally  get  a  piece  ot  any 
profits.  Every  startup  has  a  block  of  its 
stock  set  aside  for  key  employe* 

Xerox  Technology  Ventures  is  per- 
haps unique  in  corporate  venturing. 
3M  will  turn  over  technologies  to 
employees  interested  in  developing 
the  technology  outside  the  company 
but  makes  no  contribution  ofequit) 
until  the  venture  begins  to  show 
promise.  Alcan  Aluminium  Ltd.  ot 
i\m.\d.\  put  ten  businesses  into  a  ven- 
ture fund,  but  that  fund  is  managed 
by  a  professional  venture  capital 
group.  Ampersand  Ventures  ot 
W'elleslev,  Mass  The  Xerox  deal  is 
aimed  specifically  at  getting  a  piece  ot 
the  next  Ethernet. 

"We  let  what  had  been  happening 
happen,"  sa\s  Adams.  "But  now  V 
KM  takes  .1  stake  in  it."  H 
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THE  INVESTMENT.     THE  DIVIDEND 


It's  smart.  It's  understated.  The  Fujitsu  Pocket 
Commander™  cellular  telephone  is  an  investment  in 
style,  with  classic  lines  and  tasteful  attention  to  detail. 
Yet  the  Pocket  Commander  is  light  and  compact 
enough  to  fit  in  your  pocket.  And  complementing  the 
phone's  innovative  design  is  the  sophisticated 
technology  you'd  expect  from  Fujitsu. 


This  is  one  venture  with  a  guaranteed  return.  A  free 
$75  Spiegel  gift  certificate  comes  with  the  purchase 
of  the  Pocket  Commander.  Plus  a  coupon  for  a 
special  promotional  accessory  package.  For  details 
on  the  investment  with  an  immediate  dividend,  call 
for  the  authorized  Fujitsu  dealer  nearest  you.  With 
the  Fujitsu  Pocket  Commander,  style  has  its  rewards. 
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9      9      2      6 
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FUJITSU 

The  global  computer  &  communications  company. 

POCKET  COMMANDER™  is  a  trademark  of  Fujitsu  Network  Transmission  Systems,  Inc.  Promotional  offer  expires  December  31,  1 99 1 . 
Accessory  coupon  not  valid  outside  the  U.S.,  and  not  redeemable  by  dealers. 
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Multiculturalists  and  hucksters  have  fostered 

the  myth  of  a  vast,  underreached  Hispanic  market. 

The  myth  is  wearing  thin. 

No  habla  espanol 


By  Christopher  Palmeri  and  Joshua  Lcvine 


Jos£  MartInez,  30,  moved  to  New 
Jersey  from  Puerto  Rico  in  1985  and 
should  be  a  demographically  desir- 
able target  for  marketing  to  Spanish- 
speakers.  He  manages  a  municipal 
water  treatment  plant,  owns  his  own 
home  and  two  cars.  He  still  watches 
some   Spanish-language   news   pro- 


grams, but  his  favorite  television  show 
is  60  Minutes,  and  he  thinks  that  in 
general  Spanish  television  is  "terrible; 
it  all  seems  like  cheap  soap  operas." 

People  who've  assimilated  as  much 
as  Martinez  are  one  reason  selling  to 
Hispanics  in  this  country  is  not  as  big  a 
deal  as  it  could  be.  Multiculturalist 


propaganda  notwithstanding,  most 
Spanish-speaking  Americans  develop 
many  of  the  same  tastes  that  English- 
speaking  Americans  do. 

At  least  2 1  million  Americans  have 
a  Hispanic  background — possibly 
many  more  if  the  millions  of  uncount- 
ed immigrants  are  figured  in.  Dispos- 


Pepsi  billboard  featuring  Hispanic  singer  Juan  Luis  Guerra 
Don't  Hispanics  listen 
to  Michael  Jackson,  too? 
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inomic  Storms, 
America's  Life  Insurance  Industry 
Remains!*  Safe  Harbor. 


The  current  economic  downturn  has  affected  all 
financial  institutions.  One  result  is  that  consumers 
are  looking  more  closely  at  life  insurance  companies. 
What  they  are  finding  is  a  strong,  secure  industry 
that  has  weathered  economic  storms  for  more 
than  two  centuries. 

While  some  companies  have  had  financial  problems, 
the  experts  agree  that,  overall,  the  life  insurance 
industry  remains  strong,  safe  and  stable: 

"The  life  insurance  industry  is  very  strong 
contrasted  to  other  industries  with  which  it 
competes.  We  see  basically  the  life  insurance 
industry  as  an  AA '  type  business.  Next  to  the 
U.S.  government,  the  life  insurance  industry  is 
one  of  the  safest  places  for  people  and 
companies  to  put  their  funds  that  exists  today. " 
Duff  &  Phelps  Credit  Rating  Company 


". . .  S&P  believes  that,  overall,  life/health  insurers 
are  relatively  stronger  than  other  types  of 
financial  services  companies.  Compared  to 
thrifts  and  banks,  most  insurers  are  more 
soundly  positioned  due  to  stronger 
capitalization,  better  asset  quality  and 
liabilities  with  longer  and  more  predictable 
durations.  Seriously  troubled  insurers  represent 
a  small  percentage  of  the  life/health  universe. . . " 
Standard  &  Poor's  Insurance  Rating  Services 

The  fact  is,  the  life  insurance  industry  remains 
what  it  has  always  been  throughout  its  232-year 
history:  A  safe,  snug  harbor  providing  financial 
security  for  American  families. 

If  you  would  like  more  information  about  America's 
life  insurance  industry,  write  for  our  free 
brochure,  "Building  on  a  Strong  Foundation: 
Answers  to  Your  Questions  About  Life  Insurance " 


® 


American  Council  of  Life  Insurance 

1001  Pennsylvania  Avenue,  N.W.  •  Washington,  DC.  20004-2599 
ATTENTION:  Company  Services 


MARKETING 


mm 


Scene  from  an  Avon  ad  on  Spanish  television 

Will  the  new  ratings  be  a  disappointment  to  the  networks? 


able  income  in  Hispanic  houses  is 
$144  billion,  up  70%  from  1982. 

Yet  this  year  advertisers  are  expect- 
ed to  spend  only  around  $750  million 
on  advertising  aimed  specifically  at 
Hispanics,  according  to  newly  re- 
leased figures  compiled  by  Hispanic 
Business  magazine.  That's  a  tiny  frac- 
tion of  the  $130  billion  spent  on  all 
advertising  in  the  U.S.  Last  year  Gen- 
eral Motors  spent  an  estimated  $1.5 
billion  on  advertising,  but  only  $3.2 
million  was  aimed  at  Hispanics,  who 
buy  over  8%  of  the  nation's  new  cars. 
In  1991  gm  cut  its  Hispanic  budget  to 
$2.5  million.  No  doubt  gm,  like  many 
other  advertisers,  believes  it's  reach- 
ing many  of  its  Hispanic  customers 
through  mainstream  media. 

Overall,  Hispanic  advertising  is  on 
the  rise — a  17%  jump  this  year  in  the 
midst  of  a  recession.  But  it's  rising 
from  a  tiny  base.  And  some  former 
Hispanic  advertisers  are  cutting  back. 
Bristol-Myers  Squibb  used  to  run  ads 
in  Spanish  for  Nice  'n  Easy.  No  long- 
er. Campbell  Soup  Co.  has  cut  its 
$2.5  million  Spanish  ad  budget  by 
more  than  half.  Brand  managers  had  a 
tough  time  figuring  out  if  the  ads 
moved  any  extra  merchandise. 

Publishers,  broadcasters  and  adver- 
tising agencies  drool  over  the  pros 
pect   of  big  advertising  campaigns 


aimed  at  Spanish -speaking  audiences. 
But  few  such  have  come  along.  "What 
advertisers  are  spending  is  conscience 
money,"  grouses  Ashley  Shomaker, 
publisher  of  La  Familia  de  Hoy,  a 
Whittle  Communications  magazine 
distributed  to  more  than  10,000 
Spanish-speaking  doctors'  offices  and 
Hispanic  beauty  salons.  Launched  last 
year,  La  Familia  de  Hoy  is  struggling. 

Could  it  be  that  the  whole  idea  of  a 
homogeneous  Spanish -American 
market  is  a  myth?  After  all,  the  term 
"Hispanic"  covers  a  hodgepodge  of 
nationalities  and  cultures,  not  just 
one.  A  Spaniard  or  an  Argentinean 
has  trouble  even  understanding  a 
Puerto  Rican  or  a  Mexican,  and  their 
cultural  backgrounds  are  dissimilar. 
Then  there  is  the  assimilation  factor, 
still  powerful  in  the  U.S.  "Hispanics 
watch  as  much  English-language  tele- 
vision as  anyone  else,"  says  Frank 
Welz>«r,  president  of  Sony  Discos, 
Sony's  Latin  music  company.  "It's 
only  recent  arrivals  and  the  elderly 
who  use  Spanish  media  exclusively." 

Some  estimates  have  it  that  nearly 
60%  of  the  U.S.  Hispanic  population 
is  native  born.  It  is  also  wealthier  than 
the  country's  black  population.  Niedi 
an  income  for  1  lispanic  households  is 
about  $22,000  $4,000  higher  than 
the  median  income  for  black  house- 


holds, though  S8,000  lower  than  that 
of  white  households. 

Not  surprisingly,  there's  the  lively 
debate  over  whether  to  advertise  to 
Hispanics  in  Spanish  or  English. 
Strategy  Research  Corp.,  which  has 
done  extensive  market  research  on 
Hispanics,  contends  that  roughly  87% 
of  Hispanic  adults  are  most  comfort- 
able speaking  Spanish,  making  Span- 
ish-language advertising  a  must.  That 
may  give  a  skewed  view  of  the  market, 
counters  Sigfredo  Hernandez,  a  pro- 
fessor who  specializes  in  Hispanic 
marketing  at  Rider  College  in  New 
Jersey:  "Surveys  that  concentrate  on 
adults,  like  Strategy  Research  Corp.'s, 
tend  to  overstate  the  need  for  Span- 
ish-language advertising.  If  you're 
trying  to  reach  younger  Hispanics, 
they've  got  to  be  addressed  in  En- 
glish." An  analysis  by  nfo  Research 
shows  that  64%  of  Hispanics  are  either 
English-dominant  or  bilingual  mov- 
ing toward  assimilation,  while  only 
36%  are  still  dependent  on  Spanish. 

That's  one  reason  Coca-Cola  is  tar- 
geting Hispanics  in  the  Los  Angeles 
area  with  ads  for  Diet  Coke  in  both 
English  and  Spanish.  "This  is  the  next 
step,"  says  Lionel  Sosa,  whose  San 
Antonio  ad  agency,  Sosa,  Bromley, 
Aguilar  &  Associates,  creates  Coke's 
Hispanic  ads.  "First,  Spanish  only, 
next  bilingual  Hispanics,  and  finally 
English-dominant  Hispanics." 

A.C.  Nielsen  recently  began  mea- 
suring the  two  Spanish-language  TV 
networks,  Telemundo  and  Uni vision, 
and  will  unveil  national  ratings  in  the 
fall  of  1992.  The  two  networks  kicked 
in  $35  million  to  fund  Nielsen's  re- 
search. You  can  expect  the  networks 
to  downplay  the  results  if  they  don't 
bolster  the  importance  o\  Spanish 
language  advertising.  And  ear 
are,  they  may  not.  "The  biggest  diffi- 
culty has  been  finding  a  representa: 
Hispanic  household,"  s.ns  Nielsen's 
Ceril  Shagrin.  "They  all  differ  in  the 
amounts  of  Spanish  they  speak." 

Of  course,  there  will  always  be  a 
market    for    specialized    advertising 
aimed  at  recent  immigrants    lust  re- 
call the  livelv  German,  Italian  and 
Yiddish  language  media  ot\  ore.  Rut  it 
is  beginning  to  dawn  on  adverts, 
that  the  idea  ofavasi  Mid  unassinulat 
ed  "Hispanic  market*1  is  just  a  myth 
fostered  by  professional  multicultur 
alists  and  hucksters  Mi 
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FREE  INVESTMENT  REVIEW 

You  already  appreciate  the  value  of  getting  a  second  opinion  on  any  really  serious  course  of  action. 

What  could  be  more  serious  these  days  than  your  investments? 

To  learn  if  your  present  overall  investment  strategy  is  really  suited  to  your  personal  circumstances,  complete  this  Questionnaire  and  receive  a 

FREE  Asset  Allocation  Evaluation.  Please  allow  a  few  weeks  to  receive  your  individual  investment  review. 


Dreyfus  Investment  Allocation  Questionnaire 


Important  Instructions:  Please  complete  this  Questionnaire  as  it  applies  to  you,  or,  if  this  will  be  used  for  a  joint  account,  for  the  account  holder(s)  for  whom  the 
investment  analysis  is  needed.  In  addition,  please  fill  out  each  question  so  that  we  may  do  a  thorough  analysis. 


Personal  Background      Please  Print: 

Name  Mr./Ms.  (last) 

Address 

City State  _ 


.(first). 


.(initial). 


.Zip. 


Home  Phone  (- 


Business  Phone  ( 

□  45-54     □  55-64     Q  65- 


75     □  Over  75 


1.  Age:  □  18-29     □  30-44 

2.  A  Family  status:  □  Single    □  Married 

B  Number  of  Children:  □  none  □  one  □  two  to  three  □  four  or  more 

3.  Employment  status:  □  Full-time  Employed    □  Not  Employed 

□  Part-time  Employed    □  Self-Employed    □  Retired 

4.  Numberof  Years  to  Retirement:  □  0-5  (includes alreadv  retired) 

□  6-9    □  10-14    □  15  plus 

Investment  Profile 

5.  Choose  the  one  that  best  descri bes  your  investment  philosophy: 

□  I  am  conservative.  I  understand  that  a  conservative  approach  may  limit 
growth  of  principal  in  order  to  reduce  risk  of  loss. 

□  I  prefer  investments  that  entail  an  average  level  of  risk  to  principal  in  the 
pursuit  of  asset  growth. 

□  I  prefer  aggressive  investments  which  entail  higher  than  average  risk  of 
loss  of  principal  in  the  pursuit  of  high  asset  growth. 

6.  To  what  degree  is  the  main  purpose  of  your  investment  portfolio  to  provide 
current  income  to  cover  living  and  other  expenses? 

□  Extremely  high    Q  High    □  Moderately  high 

□  Low    □  Inapplicable 

7.  It  is  often  possible  to  receive  higher  income  by  taking  a  greater  risk  of  loss 
of  principal.  Given  that  trade-off,  how  much  risk  of  losing  some  of  your 
money  are  you  willing  to  assume  to  obtain  higher  income? 

□  Maximum  income/Substantial  risk  □  Not  applicable— Income 

□  High  income/Some  risk  is  not  an  important  goal 

□  Moderate  income/Reduced  risk 

□  Reduced  income/Minimum  risk 

Financial  Background 

8.  In  order  to  assist  us  in  determining  which  types  of  investments  are  right 
for  you,  including  whether  tax  exempt  products  would  bt  useful,  please 
provide  the  following  information. 

A  Your  filing  status 

□  Single  Return        □  Joint  Return        □  Head  of  Household  Return 

□  Married  Filing  Separately  Return 

B  Your  annual  Federal  taxable  income  for  1990.  This  figure  appears  on 
your  1990  Federal  Tax  Return  Form  1040  (line  37),  Form  1040A(line 

22),  or  Form  1040EZ  (line  5).  $ If  not  readily  available. 

please  provide  an  estimate. 

C  If  you  have  a  substantial  amount  of  annual  income  that  is  not  taxable, 
please  provide  us  with  an  estimate  of  that  amount.  (Exclude  one-time 
income  sources.)  $ . 

D  Your  estimate  of  what  your  Federal  taxable  income  will  be  in  1991. 


9.  A  In  what  state  is  your  investment  income  taxed? 

(This  is  normally  your  place  of  residence.) 
B  Are  you  a  resident  of  New  York  City?         □  Yes        QNo 
C  Are  you  a  resident  of  Philadelphia?  □  Yes       Q  No 

D  Are  you  a  legal  resident  of  the  US.?  □  Yes       QNo 

10.  Assuming  your  tax  bracket  warrants  it,  do  you  have  any  reason  why 
certain  types  of  tax  exempt  investments  would  not  be  of  use  to  you  (for 
example,  if  you  have  margin  loans,  or  if  you  are  subject  to  Federal  Alternative 
Minimum  Tax)?      Q  Yes    □  No 

1 1 .  What  are  your  approximate  net  assets  (excluding  home(s)  which  you 
occupy  regularly,  furnishings,  automobiles  used  by  you  or  family  members, 
etc.)?  Include  dollar  value  of  assets  in  checking  and  savings  accounts,  CDs, 
securities  (stocks,  bonds,  mutual  funds,  etc.),  and  other  assets  (including  real 
estate)  purchased  for  investment  purposes,  less  any  debt  owed.  (Special  note: 
If  the  debt  on  your  home  exceeds  the  value  of  your  home,  deduct  the  amount  of 
this  excess  debt.) 

□  Debt  exceeds  assets    □  $0-$l0,000    □  $l0.001-$25,000 

□  $25,001-550.000    □  $50.00l-$100.000 

□  $100,001-$250.000    □  Over  $250,000 


1 2.  Is  the  total  amount  of  the  debts  that  you  currently  owe  excessive  enough 
to  make  you  very  vulnerable  to  adverse  changes  in  market  conditions  or 
personal  financial  circumstances? 

□  Yes    QNo 

1 3.  Over  the  next  5  years,  do  you  expect  your  annual  income  to: 

□  Increase  substantially     □  Increase  somewhat     □  Remain  constant 

□  Decrease  somewhat         □  Decrease  substantially 

14.  Over  the  next  5  years,  do  you  expect  your  annual  spending  to: 

□  Increase  substantially     □  Increase  somewhat     Q  Remain  constant 

□  Decrease  somewhat         Q  Decrease  substantially 

1 5.  What  portion  of  your  annual  income  are  you  able  to  save  for  investment 
purposes? 

□  None    □  l%-3%    □  4%-7%    □  8%-10%    □  Over  10% 

16.  How  much  of  your  investment  dollars  will  you  need  back  to  cover  various 
expenses,  e.g.  college  expenses,  home  purchase,  debt  payments,  general 
living  expenses,  or  any  other  purposes,  for  each  of  the  time  periods  listed 
below?  (Note:  Provide  a  specific  dollar  amount  for  each  time  period.  Do  not 
express  amount  as  a  percentage  or  "per  year") 

Timing  $  Amount 

□  Within  2  years*  $ 

□  2  to  5  years  $ 

□  5  to  10  years  $ 

*Please  include  the  amount  of  all  debt  payable  on  demand,  such  as  margin  debt, 

as  investment  dollars  needed  within  two  years. 

Investment  History 

17.  Please  provide  the  dollar  amount  for  the  investments  you  currently  have. 

Non-Reti  rement       Reti  rement  Account 


Account 
$  Amount 


(IRA,  Keogh,  401k,  etc.) 
$  Amount 


Savings  Account 

CDs  (less  than  5  yr.  maturity) 

CDs  (greater  than  5  yr.  maturity) 

Money  Market 

Income  Funds 

Bonds  

Growth  or  Equity  Funds 

Common  Stocks 

Real  Estate  (Investment  Purposes) 

Commodities  &  Precious  Metals 

Collectibles  (coins,  stamps,  etc.) 

Other  Income  Investments 

Other  Growth  Investments 

18.  To  help  us  evaluate  your  experience  in  investing  over  the  last  10  years, 
and  your  comfort  level  with  investments  of  various  types,  please  complete 
the  chart  below. 

The  amount  of  experience  and  knowledge  I  have  in  each  type  of 
investment  (Check  only  one  box  for  each  type  of  investment): 

Little  or  None    Some    A  Great  Deal 
CDs  or  Savings  Accounts  □  □  □ 

Money  Market  Funds  or  Instruments  □  □  □ 

Stocks  or  Equity  Funds  □  □  □ 

Bonds  or  Income  Funds  □  □  □ 

Options  or  Futures  □  □  □ 

19.  The  information  I  have  provided  in  this  questionnaire  is  a  reasonable 
picture  of  my  financial  situation.  There  are  no  important  facts  which  would 
invalidate  this  picture.       □Correct    □  Incorrect 


Please  note:  All  information  supplied  here  will  be  held  in 
strict  confidence.  It  is  very  important  that  you 
provide  an  answer  for  all  information  requested. 
Before  returning  this  Questionnaire,  please  check  to 
make  sure  that  you  have  answered  each  question. 

Mail  to:  Dreyfus  Service  Corporation 

P.O.  Box  3000,  Kearneysville,  West  Virginia  25430 
1-800-782-6620,  Ext.  4400 


©reyfus 


047AA01-4400 


Ask  for  a  Prospectus  containing  more  complete  information  about  any  Dreyfus  fund,  including  management  fees,  sales  chargesand  expenses.  Read  carefully  before  you  invest. 
©  1991  Dreyfus  Service  Corporation  Dreyfus  Service  Corporation  is  the  Distributor  of  over  40  mutual  funds. 
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Why  does  Ford  Motor  paint  many  of  its  muscle  cars 
yellowish  red,  and  its  Probe  model  bluish  red? 
Ask  a  color  consultant. 

Does  orange 
mean  cheap? 


By  Randall  Lane 

When  Igloo  Products  Corp.  wanted 
to  boost  sales  of  its  coolers  two  years 
ago,  the  company  brought  in  Patricia 
Verlodt,  a  "color  consultant."  Ver- 
lodt  turned  up  her  nose  at  Igloo's 
prosaic  red  and  blue  coolers  and  ad- 
vised the  company  to  add  turquoise 
and  raspberry  colored  products  to  the 
line.  Scoff  not.  Igloo  reports  that 
cooler  sales  have  jumped  15%  since 
the  new  shades  hit  the  shelves.  Igloo 
currently  offers  its  coolers  in  purple, 


Rose  putty 

A  highly  complex  col- 
or popular  with  highly 
complex  people. 


Yellow-based  red 
Men  respond  strongly 
to  it,  but  women  pre- 
fer blue-based  reds. 


Orchid 

An  unpopular  color 
that  induces  sensa- 
tions of  nausea. 


Dark  blue 

Conveys  respect  and 
responsibility.  A  good 
color  for  lawyers. 


Red  violet 

A  good  fashion  color 
for  women,  but  men 
aren't  wild  about  it. 


tangerine  and  lime  green,  and  in  tra- 
ditional red  and  blue. 

So  impressed  were  Igloo's  market- 
ing people  by  the  results  of  Verlodt's 
advice  that  they  hired  a  full-time  color 
coordinator — a  job,  it  seems,  that's 
becoming  more  common.  "People 
today  are  much  more  color-con- 
scious," says  Ricki  Gardner,  Igloo's 
new  hue  guru. 

Companies  have  always  kept  an  eye 
on  what  colors  their  customers  like, 


Strong  orange 
Great  around  fast 
food  and  other  inex- 
pensive products. 


Prestige  blue  green 
A  classy  color.  The 
highest  indicator  of 
financial  success. 


Pastel  yellow 
A  real  attention- 
getter— but  it  also 
induces  stress. 


Mid  range  blue 
An  apple  pie  and 
mom  color.  America's 
favorite  shade. 


Bronze 

Gets  a  negative  re- 
sponse. Useful  when 
rejection  is  wanted. 


but  selecting  the  proper  shades  was 
often  a  haphazard  enterprise.  The 
process  may  still  be  haphazard,  but  at 
least  it  is  much  better  organized. 
There  are  now  some  5,000  indepen- 
dent or  staff  colorists  in  the  countrv, 
many  of  them  highly  sought  after  and 
well  paid.  A  consultant  like  Pat  Ver- 
lodt charges  up  to  $15,000  a  day. 

Color  has  become  so  integral  to 
marketing  that  little  is  left  to  whimsy 
anymore.  Twice  a  year,  for  instance, 
something  called  the  Color  Market- 
ing Group  gets  together.  The  group's 
objective  is  clear:  Make  sure  American 
products  don't  clash.  The  group — 
which  includes  color  experts  from  the 
major  automakers,  paint  and  textile 
manufacturers,  toymakers  and  furni- 
ture producers — coordinates  color 
schemes  for  the  next  year's  products. 
That  way,  members  figure,  Ford  Mo- 
tor can  avoid  selling  a  customer  a 
magenta  station  wagon  that  clashes 
with  his  just-painted  fuchsia  garage. 

If  this  sounds  frivolous,  it  is  actually 
fairly  serious  business.  In  the  past 
three  years  the  Color  Marketing 
Group  has  grown  from  900  to  1,200 
members.  Next  year's  shades  are  al- 
ready decided.  Count  on  a  profusion 
of  products  in  shades  like  "desert 
dusk,"  "wild  orchid,"  "rain  cloud" 
and  "elephant  ear." 

"Color  is   more   important   now 


The  Color  Marketing  Group's 

hot  colors  for  1992  (above) 

and  some  samples  from  Carlton  Wagner's 

lexicon  of  color 

Little  is  left  to  whimsy  anymore. 
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For  the  executive  or  investor  who  has  yet  to  find  a  business  magazine 
that  can  be  valued  and  enjoyed,  no  gift  could  be  more  welcome  than  a 
subscription  to  Forbes.  Every  other  week,  Forbes  covers  significant 
trends  in  finance  and  the  economy,  reviews  the  track  record  of 
individual  companies,  offers  an  array  of  stock  market  experts.  In  the 
business  world,  where  so  much  news  is  routine,  Forbes  offers  the  ex- 
citing, the  unexpected  and  the  unique.  A  gift  subscription  to  Forbes  is 
something  to  remember  and  be  remembered  by.  To  order  use  the  gift 
order  card  in  this  issue,  or  send  your  gift  list  to: 

Forbes,  60  Fifth  Avenue,  New  York,  NY  10011 


Forbes  Gift  Rates 
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than  it  ever  has  been,"  says  Davis 
Masten,  who  heads  the  marketing 
research  firm  of  Cheskin  &  Masten. 
"With  more  verbiage  required  on 
packaging  and  with  brands  being  sold 
worldwide,  we  need  to  be  able  to 
communicate  without  words.  Color 
is  a  key  to  that." 

As  an  example,  Masten  points  to 
Pharmavite  Corp.,  which  makes  Na- 
ture Made  vitamins.  In  1983  the  com- 
pany brought  in  Masten's  firm  to 
redesign  its  label.  The  consultants 
interviewed  more  than  800  people 
about  Pharmavite's  yellow  container 
with  black  and  white  lettering  and 
came  to  a  disturbing  conclusion:  Peo- 
ple were  mistaking  the  vitamins  for 
ant  poison.  So  Pharmavite  changed 
the  Nature  Made  vitamin  label  to 
beige  and  brown. 

Last  year  James  Mandle,  another 
outside  color  consultant,  redesigned 
the  package  for  Kiwi  Brands'  Ty-D- 
Bol  toilet  bowl  cleanser.  Out  went 
Ty-D-Bol's  light  blue  and  green  bot- 
ries — "too  wimpy,"  says  Mandle.  In 
came  stark  white  bottles  with  letter- 
ing on  a  dark  background  to  "con- 
note  power,   strength   and   cleanli- 


ness," says  Mandle.  This  helped  sales 
jump  nearly  40%  in  the  last  18 
months — which  should  help  defray 
Mandle's  $75,000  bill. 

Most  of  these  color  consultants  use 
classic  market  research  methods:  fo- 
cus groups  and  questionnaires,  plus  a 
little  surreptitious  lurking  in  stores 
tracking  the  eye  movements  of  shop- 
pers as  they  scan  packages. 

Then  there's  Carlton  Wagner. 
Wagner,  a  psychologist  by  training, 
maintains  that  some  shades  stimulate 
the  endocrine  and  pituitary  glands  to 
send  chemical  signals  to  the  brain.  As 
a  result,  Wagner  claims,  the  brain 
associates  some  basic  colors  with  basic 
concepts — red,  say,  with  danger. 
Other  colors  are  associated  with 
learned  responses — orange,  for  in- 
stance, denotes  "cheap." 

Wagner  tried  out  his  theories  on 
Wienerschnitzel,  a  350-outiet  hot 
dog  chain.  In  1983  Wienerschnitzel's 
marketing  people  asked  Wagner  to 
help  them  boost  sales.  Wagner  told 
Wienerschnitzel  to  add  a  touch  of 
orange  to  its  magenta  and  red  color 
scheme.  The  idea  was  to  send  a  mes- 
sage to  consumers  that  the  chain  sold 


Color  consultant 
Carlton  Wagner  (left) 
with  colleague 
Garland  Hopkins 
Red  means 
danger.  Orange 
means  cheap. 
And  orchid  can 
cause  nausea. 


inexpensive  hot  dogs.  After  a  proto- 
type store  replaced  the  reds  with  or- 
ange, sales  rose  7%.  Management  was 
delighted,  and  the  new  color  now 
graces  every  Wienerschnitzel  oudet  in 
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the  chain.  Overall,  sales  have  been  up 
5%  on  average  annually. 

Wagner,  who  charges  up  to 
$35,000  for  product  evaluations,  can 
point  to  some  big-name  clients  he  has 


advised.  For  example,  he  told  Ford 
Motor  that  men  like  hot,  yellow- 
based  reds — the  company  dubs  the 
shade  "arrest-me  red" — so  that's  the 
most  popular  nonwhite  color  for  the 


Mustang  GT,  targeted  toward  men. 
Women,  according  to  Wagner,  like 
reds  with  more  blue  in  them.  So  Ford 
offers  more  blue -based  reds  in  its 
Probe  line,  aimed  more  at  women 
buyers.  "I  think  almost  anyone  would 
be  skeptical  about  Carlton  initially," 
says  Howard  Payne,  Ford's  manager 
of  color  development,  "but  I'm  con- 
standy  testing  his  theories  on  people, 
and  they  always  come  true."  Other 
Wagner  clients  include  Sears,  Du 
Pont  and  La  Quinta  Motor  Inns. 

The  scientific  community  doesn't 
pay  Wagner  much  attention.  Stanley 
Coren,  a  psychology  professor  at  the 
University  of  British  Columbia  and 
author  of  the  textbook  Sensation  and 
Perception,  calls  Wagner's  pituitary 
gland  theories  "nonsense." 

But  even  Coren  agrees  that  color  is 
an  important  factor  in  the  way  people 
perceive  objects,  and  concedes  that 
many  color  researchers  do  earn  their 
greenbacks.  And  why  not?  When 
competition  is  tough,  marketers  will 
use  whatever  tools  they  think  might 
give  them  a  slight  edge — and  who's  to 
know  whether  color  schemes  do  that, 
and  how?  H 
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Can  you  sue  a  lawyer  who  lets  a  client  give  misleading 
information?  No,  a  U.S.  Court  of  Appeals  has  ruled. 

Speak  no  evil 


By  James  Lyons 

Can  a  lawyer  stand  idly  by  and  watch 
his  client  dupe  someone?  Yes,  he  can, 
according  to  the  U.S.  Court  of  Ap- 
peals for  the  Fourth  Circuit. 

The  appellate  panel's  decision 
stems  from  the  heartrending  tale  of 
Ivan  and  Joanne  Schatz.  The  hus- 
band-and-wife  team  owned  two  com- 
panies that  made  and  sold  adjustable 
beds  for  people  with  back  problems. 

In  1986  the  Schatzes  received  an 
offer  they  couldn't  refuse.  Entrepre- 
neur Mark  Rosenberg  proposed  to 
pay  the  couple  SI  .5  million  for  80%  of 
their  businesses.  Rosenberg  was  sell- 
ing adjustable  beds  in  Baltimore, 
Md.;  merging  with  the  Schatzes'  op- 
erations in  the  Washington,  D.C.  area 
was  a  logical  step. 

Rosenberg  looked  for  all  the  world 
like  a  strong  buyer.  He  co-owned  a 
sportswear  company  and  gave  the 
Schatzes  a  financial  statement  show- 
ing that  he  was  worth  more  than  S7 
million.  After  several  months  of  nego- 
tiations, with  neither  side  using  a 
lawyer  until  the  final  stages,  the  deal 
closed  on  Dec.  31, 1986.  At  that  time 
Rosenberg  provided  an  "update  let- 
ter" that  maintained  that  his  financial 
condition  had  not  materially 
changed. 

Given  the  rosy  financial  picture,  it's 
not  surprising  that  the  Schatzes  were 
willing  to  wait  for  their  cash.  They 
took  promissory  notes  instead.  Ro- 
senberg personally  guaranteed  the 
notes,  on  which  the  first  payments 
weren't  due  until  March  1988. 

But  the  Schatzes  did  not  see  a  dime. 
Rosenberg  filed  for  bankruptcy  a  little 
more  than  a  year  after  the  sale.  By 
then,  the  Schatzes  had  lent  the  new 
bed  company  SI 50,000,  and  their 
former  businesses  were  now  worth- 
less. Rosenberg  had  dipped  into  the 
cash  reserves  to  help  pay  his  lawyers. 

At  first  glance,  the  Schatzes  seemed 
to  have  a  surefire  securities  fraud  claim 
against      the      lawyers      Rosenberg 


brought  in  to  finalize  the  deal.  After 
all,  Baltimore's  Weinberg  &  Green 
should  have  known  Rosenberg's  true 
financial  condition  from  having  rep- 
resented him  in  prior  transactions. 
For  instance,  the  Schatzes  charged 
that  Weinberg  &  Green  never  re- 
vealed that  Rosenberg  had  at  least  S7 


in  the  position  of  Weinberg  &  Green 
must  either  disclose  misrepresenta- 
tions or  withdraw  from  the  matter. 

But  the  lawyers'  lawyers — D.C.'s 
Williams  &  Connolly — argued  that 
professional  standards  are  one  thing 
and  legal  standards  are  something 
else.  They  also  emphasized  that  Wein- 
berg &  Green  had  merely  acted  as  a 
transmitter  of  information;  the  firm 
itself  had  not  offered  any  legal  opin- 
ions about  Rosenberg's  solvencv. 
They  had  just  put  in  writing  the  terms 
of  a  business  transaction  that  Rosen- 
berg and  the  Schatzes  had  negotiated 
by  themselves. 

The  Fourth  Circuit  agreed.  In  fact, 
the  appellate  panel  virtually  reiterated 
a  kev  sentence  from  Williams  &  Con- 
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million  in  liabilities. 

But  a  U.S.  District  Court  judge 
dismissed  the  complaint.  He  found 
that  Weinberg  8c  Green  did  not  have  a 
duty  to  disclose  that  Rosenberg's  in- 
formation was  misleading.  Why?  Be- 
cause a  lawyer's  first  responsibility  is 
to  the  client.  In  civil  cases  such  as  this, 
a  lawyer  is  required  to  tattle  on  a  client 
only  when  the  lawyer  has  some  fidu- 
ciary or  confidential  relationship  to  a 
third  party — in  this  instance,  the 
Schatzes.  But  there  was  no  such  rela- 
tionship here,  the  judge  found. 

When  the  Schatzes  appealed,  they 
added  some  ammunition  to  their  ar- 
guments. They  got  a  ruling  from  the 
Maryland  State  Bar  Association's  eth- 
ics committee  finding  that  a  law  firm 


nolly's  brief.  "Lawyers  do  not  vouch 
for  the  probity  of  their  clients  when 
they  draft  documents  reflecting  their 
clients'  promises,  statements  or  war- 
ranties," the  judges  wrote. 

Although  the  ruling  may  signal  the 
beginning  of  the  end  of  ever-expand- 
ing liability  standards,  it  is  of  little 
comfort  to  the  Schatzes.  The  coupk 
now     pressing    a    malpractice     suit 
against  their  own  lawvcrs  in  the  K 
senberg    deal,     D.<    's      Yrent     \ 
Kintner  Tlotkin  Sc  Kahn. 

Arent  Fox  denies  the  claim,  xnd 
says  the  Schatzes  w  ere  "duly  warned" 
about  the  risks.  If  that's  true,  they  can 
blame  no  one  but  themselves  for  tak 
ing  Rosenberg  and  his  promises  at 
face  value.  ■ 
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Artificial  intelligence,  that  stuff  of  science  fiction, 

is  on  its  way.  The  reality  will  be  less  glamorous  than  the 

predictions  but  still  immensely  important  to  business. 

The  computer 
as  detective 


By  David  Churbuck 

If  you  go  back  to  the  dawn  of  the 
computer  age  and  the  earliest  talk  of 
"artificial  intelligence"  in  the  media, 
you  will  see  wild  flights  of  fancy: 
robots  that  would  drive  a  car  or  an- 
swer the  door,  machines  that  would 
carry  on  a  conversation  or  even  outwit 
their  creators. 

Artificial  intelligence  is  now  on  its 
way  into  the  marketplace,  but  in  ways 
that  the  futurologists  would  have 
found  boring.  These  are  the  sorts  of 
tasks  accomplished  by  thinking  ma- 
chines: They  transcribe  books,  sort 
packages  and  letters,  compare  medi- 
cal images,  detect  flaws  in  products 
coming  down  an  assembly  line,  speed 
up  magazine  and  newspaper  research 
for  lawyers  and  market  researchers 
and  deliver  directory  assistance  to 
telephone  customers.  In  the  not  too 
distant  future,  artificial  intelligence 
may  make  it  possible  to:  replace  secre- 
taries in  taking  dictation,  use  ma- 
chines to  read  handwriting,  improve 
returns  on  mail-order  catalogs,  re- 
place security  guards  at  some  plant 
gates,  scroll  through  the  messages  on 
an  answering  machine  and  operate 
automatic  bank  tellers  without  the 
usual  ATM  cards. 

What  all  these  tasks  have  in  com- 
mon is  an  element  of  pattern  recogni- 
tion, one  small  element  of  human 
intelligence.  The  computers  that  han- 
dle these  tasks  are  a  far  cry  from  the 
hal  of  Arthur  C.  Clarke's  2001,  en- 
gaging in  repartee  and  feeling  emo- 
tions. They  are  simply  labor-saving 
devices,  at  their  best  when  applied  to  a 
tedious  and  repetitive  task,  such  as 
a  secretarial  chore. 


The  patterns  in  question  come  in 
many  forms.  The  ability  to  recognize 
and  match  visual  patterns  is  what  en- 
ables cheap,  hand-held  scanners  and 
the  software  that  comes  with  them  to 
read  printed  pages  into  a  computer's 
memory.  Auditory  pattern  recogni- 
tion is  at  the  core  of  the  computers, 
now  rapidly  gaining  in  power,  that 
can  recognize  spoken  words.  Pattern 


Digital  experts 

In  the  omnifont  method  of 
character  recognition,  the 
software  assignsto  a  series 
of  "experts"— or  program 
subroutines— the  task  of 
seeking  out  particular  attri- 
butes of  the  character.  One 
expert  detects  whether  any 
loops  are  present.  Another 
scans  for  indentations  or 
concavities,  another  for 
horizontal  or  diagonal  lines. 
By  a  process  of  elimination, 
a  master  expert  can  figure 
out  what  the  character  is. 


and  template  matching  drive  the 
more  sophisticated  versions  of  docu- 
ment retrievers  used  in  library  re- 
search and  lie  behind  the  face -recog- 
nition systems  just  now  coming  out  of 
the  laboratory.  Credit  card  and  mail- 
order companies  can  use  pattern- 
finding  software  to  predict  what  fac- 
tors will  make  a  borrower  likely  to 
default  or  a  mail-order  customer  like 


:o  du\ 
Think 
od  of 
inagii 

caseless 
Onas 
jonyti 
umpuK 

mod 
basso 

riistyi 

lookir 

ks  on 

But  t! 

m  sf 

Kdsn 

si  coo 

litwer 

"toe 

toon 

pent 

■-.  Th 

Mai 

•  n  o 
be  of 


150 


l-'orbcs  ■  December  23,  W°l 


ly  to  buy. 

Think  of  pattern  recognition  as  a 
kind  of  super-detective,  a  tireless  if 
unimaginative  collector  of  clues,  dis- 
tinguished not  by  brilliance  but  by 
ceaseless  legwork. 

On  a  simulated  400mph  flight  over 
enemy  terrain,  a  cruise -missile -borne 
computer  named  Thirsty  Saber  drinks 
up  30  infrared  and  radar  images  a 
second  and  feeds  them  to  70,000 
processor  chips  wired  into  a  grid. 
Thirsty  Saber  is  a  tireless  detective;  he 
is  looking  for  enemy  tanks,  obscure 
dots  on  the  landscape. 

But  this  detective,  or  spy,  unlike 
most  spies  human  and  electronic, 
needs  no  preprogramming  of  maps 
and  coordinates.  He  seeks  and  finds, 
as  it  were,  with  his  naked  eye. 

"Seventy  thousand  microproces- 
sors can  eat  a  lot  of  pixels  [picture 
elements],"  says  the  director  of  the 
Thirsty  Saber  project,  Wade  Pember- 
ton.  The  microprocessors  divide  the 
workload,  each  processing  a  small 
piece  of  each  image  and  together 
comparing  what  they  see  with  a  data- 
base of  target  features.  One  set  of 


processors  may  see  a  tire,  another  a 
nose  cone,  and  when  all  agree  that  the 
image  matches  something  in  the  data- 
base— an  enemy  tank,  say,  or  a  Scud 
launcher — the  computer  arms  the 
missile  and  homes  in  for  the  kill. 
Fallible  human  intervention  is  elimi- 
nated from  the  process. 

For  now,  Thirsty  Saber  flies  only 
metaphorically,  over  a  large  terrain 
model  at  a  Martin  Marietta  research 
lab  in  Orlando,  Fla.  But  Wade  Pem- 
berton  says  it  will  be  ready  for  a  test 
flight  in  the  air  within  18  months.  If 
this  massive  image  cruncher  works, 
then  it  will  add  yet  another  military 
advantage  to  the  combatants  with  the 
best  electronics. 

Is  this  important  in  these  days,  with 
disarmament  in  the  air  and  the  U.S. 
preoccupied  with  domestic  prob- 
lems? Very  much  yes.  Even  in  its 
prototype  form,  the  Martin  Marietta 
project  represents  the  beginning  of 
the  next  generation  of  computers.  For 
the  first  40  years  of  their  commercial 
life,  computers  have  been,  at  bottom, 
file  clerks.  That  is,  they  can  store, 
retrieve  and  sort  data,  and  do  arithme- 


tic, but  they  aren't  intelligent.  De- 
spite what  you  read  about  software 
that  can  seemingly  carry  on  a  conver- 
sation, the  science  of  artificial  intelli- 
gence represents  to  date  a  lot  of 
dashed  hopes,  with  successes  mosdy 
in  niches  such  as  factory  process  con- 
trols. It's  very  hard  to  make  a  machine 
understand  facts  or  exhibit  common 
sense,  and  thus,  for  example,  hard  to 
turn  a  computer  into  a  language 
translator,  as  scientists  futilely  set  out 
to  do  in  the  1950s. 

But,  unlike  a  lot  of  the  other  goals 
of  artificial  intelligence,  pattern  rec- 
ognition has  practical  and  commercial 
applications  within  range.  Some  of 
these  applications  are  available  now; 
others  are  around  the  corner.  They 
represent  a  vast  new  reservoir  of  po- 
tential demand  for  computers  and 
computer-equipped  instruments  of 
all  sorts. 

The  ability  to  detect  or  match  a 
pattern  won't  make  machines  intelli- 
gent like  hal,  but  when  they  work  fast 
enough  at  pattern  matching,  the  ma- 
chines will  look  intelligent. 

Consider  this  intriguing  discovery 
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by  intelligent  beings:  There  may  be 
some  connection  between  sunspots 
and  global  temperature  patterns  over 
the  past  century.  This  may  be  simple 
coincidence.  But  it  may  be  more.  If  it 
is  more  than  coincidence,  it  has  enor- 
mous implications  for  environmental 
controls. 

Recently  two  Danish  scientists  cal- 
culated a  statistical  measure  of  pattern 
matching,  called  a  correlation,  be- 
tween sunspots  and  temperature  pat- 
terns. What  if  you  set  a  computer  to 
work  looking  for  patterns  like  that  in  a 
huge  collection  of  data?  Might  the 
computer  turn  up  useful  facts  that 
smart  humans  would  never  notice? 
Such  as  the  relationship,  if  any,  be- 
tween sunspots  and  weather? 

We  may  soon  find  out.  The  federal 
government  has  commissioned  a  su- 
percomputer system  that  will  sort 
through  the  10  terabytes  of  data  piled 
up  from  weather  and  earth  monitor- 
ing satellites,  among  other  sources. 
That  is  quite  a  pile — 10  trillion  char- 
acters, the  equivalent  of  10  million 
novels.  With  the  system  in  place,  geo- 
physicists  will  be  able  to  go  on  fishing 
expeditions  for  correlations  between 
various  sets  of  data,  without  knowing 
in  advance  what  they  might  find.  The 
computer  uses  570  Intel  reduced- 
instruction-set  microprocessors 
yoked  together. 

"While  many  recognition  applica- 
tions have  been  theoretically  available 
for  years,  the  cost  considerations  have 
been  outrageous,"  says  John  O'Reil- 
ly, president  of  mimd  Systems,  a  Bel- 
mont, Calif,  developer  of  software  for 
the  NASA  project.  (The  company's 
name  is  a  reference  to  a  type  of  parallel 
processing  called  multiple  instruc- 
tion/multiple data.)  "Now  with 
companies  like  Intel  coming  out  with 
reasonably  priced  machines,  applica- 
tions that  people  thought  would  have 
to  wait  until  the  next  century  will  be 
common  within  three  to  five  years." 

So,  if  recognition  science  is  just 
now  coming  into  flower,  it's  simply 
because  the  world  was  waiting  for 
silicon  that  is  cheap,  fast  and  small 
enough.  Awesome  amounts  of  com- 
puting  power  arc  required  for  pattern 
recognition.  To  search  for  newspaper 
clippings  that  match  a  complex  query 
rather  than  just  a  name  or  word,  Dow 
Jones  News  Retrieval  uses  two  super 
computers,  each  containing  32,000 

152 


Jeffrey  Elman,  pro- 
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A  computer  that 
can  hunt  for  pat- 
terns quickly  will 
at  least  look  Intelli- 
gent, even  if  it 
can't  think. 


processors  and  doing  the  equivalent 
of  more  than  1.5  billion  instructions 
per  second. 

To  enable  factory  robots  to 
"see" — that  is,  recognize  patterns — 
engineers  will  have  to  endow  them 
with  similarly  vast  computing  power. 
Robots  that  see  and  process  images  as 
fast  as  they  happen,  says  Raymond 
Kurzweil,  a  pioneer  in  artificial  intelli- 
gence applications,  will  have  to  con- 
tain computers  capable  of  performing 
a  billion  instructions  per  second. 

With  the  cost  of  computing  power 
coming  down  fast,  this  is  no  longer 
beyond  the  range  of  practicality.  "We 
have  a  lot  of  cheap  brute  force  for  the 
first  time,"  says  David  Waltz,  a  senior 
scientist  at  Thinking  Machines  Corp., 
a  Cambridge,  Mass.  manufacturer  of 
supercomputers  like  the  one  Dow 
Jones  is  using.  "Corporations  with 
gigabytes  of  customer  data  can  now 
mine  that  data  for  the  first  time, 
searching  it  for  unique  rather  than 
matched  characteristics." 

Matching  was  the  file  clerking  that 
computers  always  did  well:  Put  this 
mail  order  in  that  customer's  pur- 
chase history  file.  Pattern  finding  is 
more  subtle.  Says  Waltz,  "Instead  of 
telling  a  computer  to  provide  you 
with  all  the  names  of  account  holders 
with  a  specific  income  in  a  certain  zip 
code,  you  can,  with  a  parallel  architec- 
ture, crunch  the  data  every  statistical 
way  you  can  imagine  to  come  up  with 
an  answer  to  the  question:  'What  is 
unique  about  this  database,  what  are 
the  exceptions,  or  what  are  the 
trends?'  " 

Waltz  is  working  on  software  for 
mail-order  companies  that  would  at- 
tempt to  find  patterns  in  buying  hab- 
its. The  system  would  enable  a  vendor 
to  rearrange  costly,  fat  catalogs  into 
thin,  cleverly  edited  catalogs  targeted 
to  narrow  subsets  of  its  mailing  list. 
Do  people  who  buy  backpacks  and 
calendars,  but  only  near  Christmas- 
time, also  buy  expensive  parkas?  The 
difficulty  of  this  optimization  prob- 
lem lies  in  the  fact  that  the  mail 
marketer  doesn't  know  what  sorts  of 
patterns  he  is  looking  for.  Thinking 
Machines'  solution  involves  a  choice 
from  among  10195  options.  (That 
number  is  larger  than  the  number  of 
particles  in  the  universe.)  Waltz's  ob- 
jective is  not  so  much  to  sell  the 
software  as  to  give  people  a  reason  for 
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buying  a  supercomputer. 

One  of  the  oldest  applications  of 
recognition  science  is  optical  charac- 
ter recognition,  dating  back  to  the 
early  1960s.  Those  first  systems,  cost- 
ing hundreds  of  thousands  of  dollars, 
looked  for  close  alignments  between 
input  letters  and  templates  stored  in 
the  computer.  As  a  result,  the  systems 
could  recognize  letters  only  in  one 
typeface.  They  were  incapable  of  ex- 
tracting the  essence  of  what  makes  an 
A  an  A,  despite  differences  in  size  and 
shape.  They  could  recognize  an  "A" 
but  not  the  pattern  of  A-ness. 

That  computers  are  today  a  little 
cleverer  at  seeing  patterns  is  quite 
apparent  from  the  scanning  gadgets 
being  sold  to  retail  customers.  Visit 
the  reading  room  of  the  Boston  Pub- 
lic Library  and  you  may  see  a  research- 
er passing  a  rolling  device  that  looks 
like  a  Dustbuster  over  columns  of 
text.  A  quick  swipe  and  a  printed  page 
is  fed  into  a  laptop  computer.  The 
computer  looks  at  the  image  for  a  few 
seconds  and  decodes  the  patterns, 
reading  the  letters;  the  text  file  is  then 
stored  away  in  its  memory,  making  it 
accessible  to  a  search  for  key  words. 

Caere  Corp.,  a  Los  Gatos,  Calif, 
company,  sells  a  popular  version  of 
this  reading  device  for  $595.  The 
price  tag  includes  the  scanner  and  the 
character  recognition  software.  All 
you  need  is  an  IBM-compatible  or 
Macintosh  computer  that  uses  an  In- 
tel 80386  or  Motorola  equivalent. 
The  market  for  printed  character  rec- 
ognition is  growing  at  35%  annually, 
according  to  the  Norwell,  Mass.  mar- 
ket research  firm,  bis  Strategic  Deci- 
sions Inc.  The  technology  has  gone  in 
two  decades  from  only  a  few  highly 
specialized  applications,  such  as  bank 
check  scanning,  to  consumer  prod- 
ucts like  the  gadgets  used  in  the  public 
library. 

How  does  the  process  work?  First, 
the  printed  page  is  read  by  the  scan- 
ner's light-sensing  semiconductors, 
similar  to  the  ones  found  in  fax  ma- 
chines and  camcorders.  Each  pixel,  or 
dot  of  black  or  white  space,  then  exists 
as  numbers  that  can  be  manipulated 
by  the  computer.  The  computer  fo- 
cuses on  a  group  of  lines  surrounded 
by  white  space,  thus  constituting  just 
one  letter — let's  suppose  that  it  is  an 
H.  To  the  numbers  representing  that 
collection  of  pixels  the  computer  ap- 
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plies  a  series  of  algorithms  that  Ray- 
mond Kurzweil  calls  "experts.'1  Each 
expert  has  a  different  task  and  oper- 
ates .independently  of  the  others. 
Each  has  been  programmed  to  seek 
and  measure  the  characteristics  of  a 
line:  whether  it  is  open  or  closed, 
whether  it  curves  and  if  so  in  what 
direction,  and  at  what  angle  (see  dia- 
gram, p.  150). 

The  loop  expert  looks  for  areas  of 
white  completely  enclosed  by  black. 
Because  H  has  no  enclosed  loops,  the 
loop  expert  then  disqualifies  the  let- 
ters A,  B,  D,  O,  P,  Q,  R.  The  next 
expert  determines  that  the  letter  has  a 
north  concavity  and  a  south  concav- 
ity. That  limits  the  choice  to  H  or  N. 
The  line  angle  expert  then  settles  the 
matter. 

Overseeing  all  these  specialized  al- 
gorithms is  a  master  expert  which 
assimilates  the  reports  from  the  spe- 
cialists and  makes  a  final  judgment  If 
there  is  ambiguity,  say  between  a 
number  1  and  a  lowercase  1,  a  context 
expert  contributes  an. opinion  based 
on  the  surrounding  characters. 

If  S  59 5  peripherals  can  handle  such 
complex  calculations,  what's  next: 
Handwriting  recognition.  Today  us- 
ers of  pen  computers  can  print  charac- 
ters and  have  the  computer  recognize 
and  translate  them  into  their  digital 
equivalents.  Work  is  under  way  on  a 
much  harder  problem,  the  recogni- 
tion of  cursive,  continuous  handwrit- 
ing. Products  are  probably  several 
years  away.  They  may  never  be  able  to 
dope  out  doctors'  prescriptions — but 
who  knows: 

Like  reading,  language  learning  is 
pattern  recognition.  How  good  are 
computers  at  understanding  speech? 
Kurzweil  Applied  Intelligence,  in 
Waltham,  Mass.,  sells  a  S20,000  voice 
recognition  system  that  can  handle 
very  simple  dictation.  A  doctor,  for 
instance,  could  use  it  to  dictate  notes 
on  patients.  But  the  speaker  has  to 
pause  between  words,  and  the  com- 
puter gets  more  accurate  only  after  it 
has  become  familiar  with  the  speak- 
er's voice. 

In  short,  voice  recognition  is  still  in 
its  elementary  stages.  "Humans  lis- 
tening to  an  unknown  speaker  don't 
have  much  of  a  problem  adapting  to 
extreme  variation  in  vocal  characteris- 
tics," says  Jeffrey  Elman,  professor  of 
cognitive  science  at  the  University  of 


California  at  San  Diego.  Until  now 
computers  simply  lacked  the  ability  to 
recognize  a  word  pronounced  in  a 
different  accent  or  different  intona- 
tion than  the  one  it  was  programmed 
for.  Elman  says  that  help  is  on  the  way: 
"We  know  a  lot  about  what  kind  of 
recalibration  is  needed,  and  up  until 
now  we  lacked  the  kind  of  computa- 
tional power  necessary  to  implement 
it."  Elman  predicts  that  this  power 
will  take  the  form  of  neural  networks 
(Forbes,  Nop.  12,  1990),  electronic 
circuits  that  mimic  the  human  learn- 
ing process. 

What  about  recognizing  faces?  Ma 
chines  that  could  recognize  faces 
would  be  immensely  useful — and  not 
only  to  the  police.  Someday  they 
might  replace  cash -card  readers  in 
banks  and  assist  or  even  replace  secu- 
rity guards  at  plant  entrances. 

1  ike  voices,  however,  faces  are 
trickier  to  analyze  than  the  written 
word.  What  is  there  in  a  face  that 
corresponds  to  the  loops  ,\n<A  conca> 
ities  of  the  alphabet1  The  answer  is  not 
obvious.   Researchers  at  the  M.i^.i 


chusetts  Institute  of  Technology  have 
tackled  the  problem  from  a  number  of 
angles,  and  arrived  at  some  intriguing 
results.  One  approach,  developed  by 
Thomas  Poggio  at  mit's  Vision  Lab- 
oratory and  his  colleague  Roberto 
Brunelli,  is  to  extract  key  features 
from  faces  in  the  form  of  numerical 
measurements,  such  as  the  width  of 
the  nose  and  the  vertical  distance 
between  the  eyes  and  chin.  In  all,  they 
use  16  features  (set  photo,  p.  155 

Let's  suppose  you  collect  these 
measurements  on  a  database  of 
faces — say,  5,000  of  them — and  then 
challenge  the  computer  with  a  new- 
photograph.  Which  face  in  the  data- 
base docs  this  one  match?  If  all  lo 
measurements  were  exact  and  con- 
stant, there  would  be  nothing  to  this 
matching;  it  would  be  a  computerized 
file -clerking  exercise. 

But  the  same  face  varies  slightly 
from  photo  to  photo.  Now  the  prob- 
lem becomes  one  ot  resemblance. 
What  you  need  is  a  formula  that  calcu- 
lates similarity,  [fyou  knew  that  the 
test  face  appeared  somewhere  in  the 
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library  of  faces,  you  could  compare  it 
with  each  of  the  5,000  in  the  data- 
base, then  select  the  face  with  the 
highest  level  of  similarity.  In  mathe- 
matical terms,  you  need  a  measure  of 
similarity,  or  closeness,  that  works  in 
16  dimensions. 

The  geometry  of  16  dimensions 
sounds  rather  abstruse,  but  there  is  an 
easy  answer  at  hand.  It  is  an  extension 
of  the  familiar  formula,  dating  to  an- 
cient Greece,  that  calculates  the  hy- 
potenuse of  a  right  triangle.  A  survey- 
or could  use  this  formula  to  calculate 
the  distance  between  two  points  on 
the  earth,  given  the  two  latitudes,  the 
two  longitudes  and  the  two  altitudes. 
The  computer  is  doing  the  same  for 
two  points  in  16-dimensional  space. 
This  is  rather  hard  to  visualize,  but  of 
course  the  computer  doesn't  need  to 
visualize  anything  pnce  it  has  the  for- 
mula. It  would  compute  the  "dis- 
tance" of  the  test  photo  from  each  of 
the  file  photos  and  select  the  one  that 
comes  closest. 

Some  refinements  are  of  course 
necessary.  An  extra  millimeter  be- 
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tween  the  eyes  may  be  more  or  less 
significant  than  an  extra  millimeter  of 
nose  length.  Thus,  the  raw  numbers 
have  to  be  adjusted  or  weighted  at  the 
start  of  the  process  to  generate  useful 
answers. 

"Using  feature  extraction,  where 
we  assign  weights  to  individual  fea- 
tures, calculate  their  deviation  from 
the  stored  sets,  and  then  tabulate  the 
probabilities  of  a  match,  we  achieve 
85%  accuracy,"  says  Poggio.  Of 
course,  85%  isn't  good  enough,  and 
Poggio's  test  database  contained  a 
mere  50  faces.  But  feature  matching 
could  become  much  more  potent 
when  combined  with  other  similarity 
measures  that  look  at  a  face  pixel  by 
pixel,  calculating  correlations.  Within 
a  decade,  Poggio  says,  computerized 
facial  recognition  may  be  reliable 
enough  to  decide  whether  an  employ- 


ee can  pass  through  a  security  gate. 

If  programmers  can  tackle  a  recog- 
nition problem  as  knotty  as  facial 
resemblance,  then  maybe  they  can  do 
something  about  the  lesser  recogni- 
tion problems  of  everyday  life  with 
computers. 

Go  into  the  county  clerk's  office  for 
Dutchess  County,  N.Y.,  where  IBM 
factories  employ  21,000.  The  deed 
index,  not  too  surprisingly,  runs  on 
ibm  terminals.  The  instruction  book- 
let alongside  the  terminal  warns  you 
to  be  careful  to  type  in  a  name  exacdy 
right.  If  you  are  looking  up  "ibm,"  it 
says,  you  should  also  type  in  "I  B  m" 
and  "International  Business  Ma- 
chines" as  alternative  spellings. 

This  is  the  computer  as  classic  liter- 
al-minded indexing  machine.  Does  it 
have  to  be  so  dumb?  Not  at  all.  An 
algorithm  could  be  added  to  the  sys- 
tem that  would  compare  your  search 
request  with  every  name  in  the  index, 
reading  back  the  ones  that  came  clos- 
est; the  formula  would  register  the 
similarity  of  IBM  to  I  B  M  and  even 
protect  you  from  typos  by  detecting 
that  "Busniess"  is  very  similar  to 
"Business."  This  is  low-order  pattern 
matching.  Commercially  available 
software  that  recognizes  spelling  sim- 
ilarities exists  (such  as  Franklin  Elec- 
tronic Publisher's  Friendly  Finder);  it 
just  hasn't  reached  all  the  databases 
that  need  it. 

Scale  up  this  kind  of  similarity  mea- 
sure and  you  have  software  that  com- 
putes which  of  250,000  newspaper 
clippings  come  closest  to  resembling  a 
query  in  subject  matter.  The  query 
might  be  something  like  "yields  on 
long-term  CDs."  The  words  "yield" 
and  "cd"  by  themselves  don't  mean 
much,  since  they  might  point  to  arti- 
cles, respectively,  on  semiconductor 
factories  and  compact  discs.  But  to- 
gether they  are  distinctive. 

Computers  have  been  the  victims 
of  futurologists'  overactive  imagina- 
tions since  the  days  of  Tom  Swift  and 
his  Electric  Brain.  The  morning  when 
we  would  all  step  into  our  robot  cars 
and  tell  them  to  drive  us  to  work  while 
we  read  the  paper  hasn't  arrived  and 
probably  never  will.  Nevertheless, 
first  as  file  clerks  and  now  as  detec- 
tives, computers  are  continually 
changing  the  way  we  live  and  do 
business — in  thousands  of  small  ways 
rather  than  in  a  few  big  bangs.        MM 
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Everything  MIS  needs  to  know  about 

the  difference  between  a  Compaq  PC 

with  Intelligent  Modularity 

and  a  merely  upgradable  PC. 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 
DESKPRO/M  PCs  have  Intelligent 
Modularity,  which  goes  far 
beyond  ordinary  upgradability. 
This  unique  design  makes 
these  PCs  a  smart  investment 
for  today  and  tomorrow. 

Suggested  Resale  Price  starts  at  just  over 
Smart  for  today  —    this  family  of  four  remarkable  PCs. 

designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  standardize  on  one  platform.  And  since  the  parts 


Processor  Board. 


3   Advanced 
'  VGA  Board. 


Nobody  else  gives  you  all  the 
advantages  you  get  with  the 
COMPAQ  DESKPRO/M  PCs. 

COMPAQ 

DESKPRO/M 

FAMILY 

ALR 

BUSINESS 

VEISA 

AST 

PREMIUM 

II 

DELL 

POWERLINE 

DE 

IBM  PS/2 
MODEL  90 

1.  Five-board  modular  design 

Yes 

No 

No 

No 

No 

2.  Upgradable  video  without 
using  an  expansion  slot 

Yes 

Yes 

No 

No 

No 

3.  Separate  I/O  board  for  potential 
enhancements  and  ease  of  service 

Yes 

No 

No 

No 

No 

4.  14  levels  of  security  including 
cable-lock  provision 

Yes 

No 

No 

No 

No 

5.  System  configuration  and  ID 
number  available  in  n 
and  accessible  remotely 

Yes 

No 

No 

No 

Yes 

6.  Power  supply  adequate  for  all 
expansion  needs 

240w 

150w 

145w 

220w, 

I94w 

are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Managemrni     >vision.  Each  COMPAQ 


DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely,  over 
the  network.  A  big  time-  and  money- 
saver  for  MIS  managers. 

Smart  for  tomorrow— built  to 
adapt  to  changing  technology  and  changing 
needs.  With  Intelligent  Modularity,  upgrad- 
g  and  expanding  only  takes  about  five  minutes. 

And,  thanks  tO  Unique        1 .  High-Speed  Memory  Board. 

Compaq  engineering 
you  get  optimum 
performance  no 
matter  how  you 
configure  your 
system. 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 
boards  and  peripherals.  Superior  thermals  keep  things  cool, 
no  matter  how  many  options  you  add.  And  the  240-watt 
m  ^_      power  supply  can  take  anything  you  plug  in. 
I  Call  your  Authorized  COMPAQ  Computer 

^S^C    Dealer  and  ask  to  see  the  wonders  of  the 
^tTL-*^.  COMPAQ  DESKPRO  M  PCs  firsthand. 
Call  1-800-231-0900.  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 


4r-F(MD   "^  j.lOBoara 

>  EIS\Bus 

'  Board. 

Intelligent  Modularity— Five  separate  subsystems 

let  you  upgrade  or  replace  only  what  you  need 
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Everything  the  boss 
needs  to  know. 


1 .  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


comPAa 


It  simply  works  better. 


COMPUTER  VENTURES 


COMPUTERS/COMMUNICATIONS 


Survival  of 
the  fittest 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


The  chaos  in  computer  retailing  has 
sent  investors  scurrying  to  the  side- 
lines. They  are  overlooking  some 
good  bets. 

A  handful  of  regional  groups  are 
surviving  the  turmoil  in  computer 
retailing.  In  addition,  the  so-called 
computer  superstores  are  thriving, 
with  retail  outlets  as  big  as  50,000 
square  feet,  and  are  sweeping  up 
much  of  the  small-company  and  pro- 
fessional *  business  in  markets  of  any 
size.  The  megachains,  however,  are 
the  most  important  survivors.  As  the 
smaller  computer  stores  disappear — 
along  with  a  few  large  distributors, 
such  as  Businessland — taking  their 
place  are  nationwide  organizations 
that  sell  at  least  $1  billion  a  year  in 
computer-related  merchandise  to 
corporate  America. 

The  biggest  retail  chain,  with  1990 
revenues  of  $3.5  billion,  is  the  combi- 
nation of  ComputerLand  and  Nynex 
Business  Centers,  which  recently 
merged.  Next  come  JWP,  which  ac- 
quired Businessland,  and  Intelligent 
Electronics  at  approximately  $2  bil- 
lion apiece.  At  the  billion -dollar  mark, 
probably  the  minimum  size  now  re- 
quired to  compete  nationally,  are  Ina 
Com  (the  combination  of  Inacomp 
and  ValCom),  CompuCom,  which 
recently    complete      its    acquisition 


of  Computer  Factory,  and  MicroAge. 

The  most  intriguing  publicly  held 
member  of  the  group  is  Intelligent 
Electronics.  Judged  by  its  financials, 
it  is  the  cheapest:  At  a  recent  21,  the 
shares  are  going  for  not  quite  10 
times  the  $2.20  earnings  expected 
for  the  fiscal  year  that  ended  Oct. 
31.  With  a  2.2%  return  on  sales, 
Intelligent  Electronics  is  considera- 
bly more  profitable  than  such  com- 
puter retailers  as  InaCom  (1.3%), 
CompuCom  Systems  (1%),  and  Mi- 
croAge (0.6%),  yet  its  price/earnings 
multiple  is  either  comparable  to  or, 
in  the  case  of  CompuCom,  much 
lower.  Measured  by  return  on  com- 
mon equity,  moreover,  Intelligent  is 
twice  as  profitable  as  the  typical  spe- 
cialty retailer,  and  its  revenues  are 
growing  twice  as  rapidly. 

There's  a  reason  the  market  is  wary 
of  Intelligent.  The  chain's  busy  acqui- 
sition strategy  leaves  open  some  un- 
certainties about  its  accounting 
(Forbes,  June  10).  Wall  Street  is  evi- 
dently worried  that  the  company  as- 
signs too  little  to  inventory  and  too 
much  to  goodwill  when  it  buys  new 
stores;  if  this  were  true,  the  effect 
would  be  to  distort  earnings  upward, 
since  inventory  gains  and  losses  affect 
earnings  immediately,  while  goodwill 
is  written  off  over  many  years.  I  think 
these  fears  are  overblown  and  the 
stock  is  a  buy. 

Yes,  the  superstore  discounters  are 
a  threat,  but  it's  hard  to  believe  that  a 
quarter  of  the  computer  industry's 
volume  will  move  through  such  out- 
lets, as  some  are  predicting.  Super- 
stores will  no  doubt  take  a  lot  of  home 
and  small-business  sales  from  what's 
left  of  the  traditional  computer  retailers 
in  large  markets.  The  core  of  the  busi 
[less,  however,  isn't  in  real  danger. 

What  has  been  hurting  the  big 
computer  retailers  even  more  than  the 
superstores  is  the  same  thing  that  has 
been    hurting    the    big    name  brand 


manufacturers.  Apple  Computer, 
Compaq  and  IBM,  which  account  for 
most  of  the  business  at  nationwide 
chains,  have  been  slow  to  match  the 
prices  of  lesser-known  brands.  Now 
that  big  corporate  users  are  no  longer 
averse  to  clones,  these  high  prices 
have  cost  both  the  manufacturers  and 
the  retailers  big  revenues,  which  they 
lose  to  clonemakers  and  their  distrib- 
utors, such  as  Dell.  Now  that  Apple, 
Compaq  and  IBM  are  starting  to  au- 
thorize superstores  to  carry  some 
models,  that  may  change.  If  these 
market  leaders  don't  keep  prices 
down,  you  can  expect  to  see  more 
resellers  assembling  their  own  brands 
of  personal  computers,  or  finding  new 
PC  suppliers. 

So,  whatever  happens  with  super- 
stores and  pricing,  desktop  comput- 
ing will  remain  a  substantial  business, 
of  which  Intelligent  Electronics  will 
have  a  major  share.  Over  the  next 
several  years,  this  could  turn  into  a 
$10  billion  distributor/franchiser. 
Moreover,  Intelligent  is  opening  su- 
perstores of  its  own,  and  probably  will 
expand  into  Europe,  which  could  be 
very  profitable. 

For  now,  Intelligent  Electronics 
does  business  quite  differently  from 
most  other  members  of  the  large  - 
retailer  club,  jwp  owns  all  its  opera- 
tions, and  ComputerLand  is  rapidly 
converting  its  key  franchises  to  com- 
pany ownership.  Intelligent  Electron- 
ics, however,  remains  mostly  a  fran- 
chiser, serving  as  distributor  to  inde- 
pendent businesses.  In  addition, 
where  jwr,  ComputerLand  and 
Businessland  go  after  the  largest  cor 
porate  customers  in  major  markets. 
Intelligent  Electronics'  Entree  and 
Connecting  Point  franchisees  eater 
mainly  to  smaller  businesses  and  indi- 
viduals in  secondary  locations. 

That's  a  plus  for  Intelligent  because 
these  smaller  customers  are  less  able 
to  demand  the  discounts  that  the 
nation's  largest  companies  have  come 
to  expect.  Also,  midsize  companies 
are  large  enough  to  need  after  sale 
support  vet  too  small  to  meet  those 
needs  internally,  creating  the  poten- 
tial tor  service  revenues. 

Wall   Street's  bouts  o\  pessimism 
mu\  optimism  go  to  extremes.    The 
dumping  of  computer  retailing  stocks 
m  general,  and  of  Intelligent  in  panic 
ular,  is  one  of  those  extremes        H 
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ORGANIZATIONAL 

POWER: 
PURE  AND  SIMPLE. 


phone  numbers,  important 
dates,  your  schedule,  memos 
and  more.  You  don't  need  to 
enter  DOS  commands. 
Just  touch  any  function  key 
and  the  Wizard  displays  the 
information  you  want. 

EASY  TO  EXPAND. 

Insert  any  optional 
Wizard  software  card  for 
easy  access  to  more  power. 
The  Wizard's  patented 
touch-screen  turns 
each  card  into  a  custo- 
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The  Wizard "  OZ-8000  has  all  the  power 
you  need  to  stay  on  time,  on  track  and 
in  control.  Eleven  built-in  functions 
and  a  raised  typewriter  keyboard 
make  it  easy  to  store,  retrieve  and  sort 


mized  keypad.  Choose  from 
reference,  business,  entertain- 
ment, telecommunications  and 
memory  expansion  cards  that  are  as 
easy  to  use  as  the  Wizard  itself. 

EASY  TO  EXCHANGE  DATA. 

With  theoptional  Organizer-Link  and 


cable,  you  can  load  files  from  your  PC 
into  your  Wizard,  or  download  work 
done  on  your  Wizard  to  your  PC. 

EASY  TO  COMMUNICATE. 

An  Organizer  Fax/Modem  gives  you 
the  power  to  send  a  fax  directly  from 
your  Wizard.  Or,  connect  with 
on-line  services  to  send  and 
receive  data  over  direct  phone 
ines  and  even  from  a  cellular 
phone.  To  learn  how  easy  it 
is  to  organize  your  business 
:7~?    and  personal  life,  call 
wm<«*    1.800-321-8877.  In  Canada, 
call  1-416-890-2100.  And  ask  for  the 
dealer  nearest  you. 
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SCIENCE  &  TECHNOLOGY 


Lotus  blossoms, 
dead  souls 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  the  just  published 
Galileo's  Revenge.-  Junk  Science  in  the 
Courtroom  (Basic  Books). 

I  DRO\'E  THROUGH  Cu  Chi  province 
in  southern  Vietnam  a  few  weeks  ago. 
The  countryside  is  a  rich  green;  rice 
fields  stretch  as  far  as  the  eye  can  see. 
The  entrances  to  the  labyrinthian  tun- 
nels in  which  the  Viet  Cong  hid  dur- 
ing the  war  are  shaded  by  lush  trees 
and  undergrowth. 

Twenty  years  ago  this  area  was 
barren,  as  close  a  thing  to  a  desert  as 
human  power  could  make  it.  The 
largest  stronghold  of  guerrillas  in  the 
south,  Cu  Chi  had  been  bombed 
relentlessly  by  American  and  South 
Vietnamese  forces.  Agent  Orange 
and  other  defoliants  had  been 
sprayed  everywhere.  This  was  one  of 
the  few  "free  fire"  zones  in  the 
country,  where  any  pilot  returning 
from  a  mission  with  unused  ord- 
nance could  unload  before  landing. 
The  "American  War  Crimes"  muse- 
um in  Ho  Chi  Minh  City  (Saigon)  is 
filled  with  crude,  mendacious,  anti- 
American  propaganda;  an  entire 
room  is  dedicated  to  the  environ- 
mental devastation  in  Cu  Chi  during 
the  war. 

It's  politically  incorrect  to  tell  be- 
fore an*  •nvironmcntal  stories 
of  this  kii.^..  re  is  supposed  to  be 
as  fragile  as  a  lotus  blossom.  Man  is 
dominair  v  '  i  ip.  cious;  Nature  is 
submissive  .1  iped  This  view 
of  Man  vers  ure  dictates  the 
most  stringr              iblc  restraints  on 
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everything.  It  requires  command- 
and-control  government  at  every 
turn.  It  justifies  demands  for  astro- 
nomically expensive  "remedial  ef- 
forts" in  response  to  a  Love  Canal  or 
an  Exxon  Valdez. 

From  their  dusty,  silent  perches  in 
our  museums,  the  dodo  and  the  pas- 
senger pigeon  mutely  testify  that  it  is 
indeed  possible  for  man  to  do  irrevo- 
cable harm  to  other  forms  of  life,  that 
some  kinds  of  exploitation  and  de- 
struction can  never  be  undone. 

Still,  as  my  recent  tour  of  Cu  Chi 
shows,  Nature  is  a  lot  more  resilient 
than  most  people  give  her  credit  for, 
and  myths  to  the  contrary  can  be 
positively  harmful. 

A  recent  case  in  point  is  described  in 
the  October  issue  of  Scientific  Ameri- 
can. In  the  aftermath  of  the  Valdez 
spill,  the  evidence  is  now  accumulat- 
ing that  the  multibillion-dollar  steam- 
cleaning  of  rocks  in  Prince  William 
Sound  did  more  harm  than  good, 
stripping  away  the  organic  seeds  of 
rebirth  along  with  the  oil.  The  fren- 
zied demands  that  Exxon  be  made  to 
pay  and  pay  overwhelmed  everything 
else;  increasing  the  damage  to  the  oil 
company  became  more  important 
than  abating  damage  to  the  Sound. 
"Nature,  it  seems,  fared  better  on  its 
own,"  concludes  Scientific  Ameri- 
can. The  fastest  recovery  is  occurring 
in  places  where  the  cleanup  was  left  to 
the  wind  and  the  waxes. 

Similar  lessons  were  learned  after  a 
gigantic  nuclear  catastrophe  blew  the 
top  off  Mount  St.  Helens  in  Wash- 
ington in  1980.  (The  power  behind  a 
volcano  is,  of  course,  continuous  ra- 
dioactive decay  that  keeps  the  core  of 
the  earth   hot.)  At  St.   Helens,  the 
most  astounding  thing  afterward  was 
how  quickly  the  environment  reco* 
ered.  And  here,  too,  there  is  growing 
evidence  that  human  attempts  to  re 
seed  mu\  restore  positively  interfered 
with   superior  orchestration   by    n.\ 
ture's  invisible   hand,  the  ordinary 


processes  of  dispersal,  migration,  and 
Darwinian  selection. 

You  won't  be  hearing  much  about 
Nature's  resilience  from  the  environ- 
mental left,  of  course,  and  when  the 
next  environmental  catastrophe  oc- 
curs you  can  expect  the  usual  litanv 
of  demands  for  gold-plated  remedia- 
tion. When  all  is  said  and  done, 
some  people  place  a  higher  priority 
on  cutting  down  capitalism  than  on 
growing  trees.  Their  rhetoric  is  in 
fact  eerily  familiar:  There's  scarcity, 
there's  exploitation,  there's  vulnera- 
bility, and  so  .  .  .  and  so  government 
must  control  everything  everywhere, 
and  private  enterprise  must  go.  So- 
cialism's lessons  of  bureaucratic  fail- 
ure and  environmental  disaster  are 
totally  lost  on  the  command-and- 
control  environmentalists. 

The  challenge  for  the  environ- 
mental right — of  which  I  count  my- 
self an  adherent — is  both  to  grow 
the  trees  and  maintain  political  and 
economic  freedom  while  we  do. 
Like  any  good  member  of  Green- 
peace, I  don't  care  for  bombs,  defo- 
liants, ruptured  oil  tankers  or  ex- 
ploding volcanoes  in  my  backyard, 
or  in  anyone  else's.  I  also  believe  the 
environment  deserves  protection 
from  gross  human  folly,  even  if  it  has 
proved  more  durable  than  our  oil  or 
our  explosives.  Cu  Chi  today  is  im- 
measurably more  pleasant  and  beau 
tiful  than  when  we  left  it  two  de- 
cades ago.  It  is  indeed  a  Garden  of 
Eden  in  the  Potemkin  Worker's  Par- 
adise that  is  now  Vietnam. 

I   was   unable   to  stray   from   the 
tourist  paths  in  Cu  Chi;  the  uncV 
growth  was  impassablv  thick.  I  en- 
countered a  somewhat  similar  prob 
lem  with  Vietnam's  socialist  bureau 
cracy  when  I  tried  to  leave  Vietnam  a 
dA\  or  two  later.  The  color  of  the  ink 
on  my  exit  visa  did  not  find  favor  with 
a  Vietnamese   apparatchik   manning 
the  Moc  Bai  checkpoint.  He  declared 
my  papers  a  forgery  (they  wcrcr 
.\nd  I  was  forbidden  to  drive  on  into 
Cambodia.  I  cvcntualU  made  it  out  o\ 
Vietnam  b\  air. 

The  genocide  museum  in  Minora 
Penh,  which  I  visited  next,  docu 
ments  the  systematic  destruction  oi 
?>  million  Cambodians  after  America 
tired  of  fighting  in  places  like  Cu  Chi. 
Unlike  the  trees  and  nee  padd 
those  individuals  will  not  return.    WM 
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Off  the  coast  of  southern  Georgia  lies  a  private  island 
retreat  almost  untouched  by  the  20th  century.  During 
spring  and  fall  it  can  be  yours,  too. 


Southern 
comfort 


By  Lisa  Gubernick 

Thank  gnarly  cedar  for  Little  St. 
Simons  Island's  pristine  condition  to- 
day. Armadillos  still  scud  about  as 
they  did  centuries  ago.  Alligators  still 
doze  by  creeks  rich  in  redfish.  The 
island's  7  miles  of  beachfront  show  no 
human  trace. 

Litde  St.  Simons  is  the  last  of  the 
family-owned  barrier  islands  off  the 
southern  Georgia  coasdine.  For  some 
of  the  year  it  is  the  private  preserve  of 
the  Berolzheimer  family,  the  clan  that 
once  owned  Eagle  pencils  and  now  is 
in  the  forest  products  business.  And  it 
was  his  business  that  led  Philip  Be- 
rolzheimer to  buy  Litde  St.  Simons  in 
1908,  for  $12,500.  (Legend  has  it 
that  he  passed  up  a  chance  to  buy 
nearby  Sea  Island,  now  a  fashionable 
resort,  because  it  was  too  small.)  The 
island  had  once  been  a  plantation 
owned  by  Pierce  Butler,  one  of  South 
Carolina's  representatives  to  the  Con- 
stitutional Convention. 

Berolzheimer's  idea  was  to  use  the 
island's  abundant  cedar  trees  to  sup- 
ply his  pencil  factory  in  New  York 
City.  But  the  trees  turned  out  to  be 
too  gnarled  to  make  good,  straight 
pencil  shafts.  So  he  kept  the  island  as  a 
private  retreat  instead.  His  heirs  used 
the  island  themselves  until  the  mid- 
1970s,  when  mounting  maintenance 
costs  and  taxes  obliged  them  to  open 
it  to  the  public — or  at  least  a  discern- 
ing segment  of  it. 

Only  24  guests  can  be  accommo- 
dated OH  the  1 0,000  acre  island  at  a 
time.  But  accommodated  in  style. 
Says  Charles  Berolzheimer,  the  great 
grandson  of  the  man  who  bought  the 
place,  "We  think  we  can  do  a  better 
job  running  a  nature  preserve  than  the 
Forest  Service." 


And  they  do.  Starting  with  accom- 
modations. There  are  eight  modern, 
double -occupancy  suites,  a  two-bed- 
room cottage  and  a  rustic  lodge  that 
dates  back  to  the  turn  of  the  century. 
The  suites — no  phones  or  televi- 
sions— have  creekfront  porches.  They 
are  joined  in  groups  of  four;  each 
foursome  shares  a  cathedral-ceilinged 
living  room  complete  with  open- 
hearth  fireplace.  The  main  lodge, 
which  is  a  three -minute  stroll  down 
wooden -planked  walkways  from  the 
suites,  houses  two  more  guest  rooms. 
These  are  part  of  the  original  hunting 
lodge  and  are  furnished  with  rustic, 
stripped  log  furniture. 

The  lodge  is  where  guests  gather 
for  meals  and  evening  cocktails.  The 
fare  is  hearty  southern — including 
lots  of  fried  chicken,  shrimp  and  local 
fish — served  family  style.  The  cook 
makes  a  wicked  pecan  pie.  If  you  plan 
to  be  out  for  the  entire  day,  the 
kitchen  staff  will  pack  picnic  lunches 
for  you. 

The  island's  beaches  are  no  more 
than  a  30-minute  walk  or  a  10-minute 
ride  from  the  lodge  (the  staff  runs 
regular  jitneys).  Broad  dunes  arc- 
grazed  by  a  warm  Atlantic;  sand  dol- 
lars and  conch  shells  are  strewn  across 
the  shore. 

Bird-watchers  will  find  Little  St. 
Simons  especially  interesting.  Over 
200  species  of  birds  visit  the  island  or 
call  it  home.  The  island  is  home  as  well 
to  a  herd  of  500  European  fallow 
deer,  probably  the  largest  wild  herd  of 
this  species  in  the  country,  hallow 
deer,  smaller  mk\  sleeker  than  the 
white  tails  normally  seen  in  the  U.S., 
were  imported  by  the  Berolzheimers 
in  the  1920s  and  have  thrived,  Excepi 


for  Ceni,  a  14-year-old  fallow  deer 
that  was  bottle-fed  and  is  now  the 
inn's  mascot,  the  deer  aren't  tame, 
though  they  are  sufficiently  accus- 
tomed to  human  presence  to  let  visi- 
tors get  within  4  or  5  yards. 

In  January  and  February,  manage- 
ment turns  over  the  island  to  15  lucky 
hunters,  who  trim  the  herd.  The 
$2,300  hunting  permit  covers  three 
bucks  and  four  does — and  almost  e\ 
ery  hunter  bags  his  limit  of  the  small 
animals.  It's  virtually  the  onl\  place  in 
the  country  where  fallow  deer  can  be 
tracked  in  the  wild. 

The  fishing  is  great.  1  ittk  s  s 
mans  is  just  about  the  only  area  left  in 
the  country  where  redfish  are  still 
abundant,  caught  either  by  trolling  in 
the  creeks  of  surfcasiing  into  the  At- 
lantic. ( Paul  Prudhomme's  Cajun  cui 
sine  craze  caused  the  -  to  be 

fished  out  elsewhere.  ^  Sea  trout     also 
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LEFT: 

Main  lodge  at  Little  St.  Simons 

ABOVE: 

Mitchell  Marsh 

The  cedar  proved  unworthy  of  pencils, 

so  the  island  was  left  almost  untouched. 


known  as  weakfish — are  abundant. 
You  can  fish  all  year  long,  but  fall  is 
best.  Guides  and  sportfishing  boats 
are  also  available  from  the  mainland  if 
you'd  like  to  try  for  tarpon,  mackerel 
or  shark  offshore. 

For  simpler  sport,  the  staff  will 
make  up  string  hooks  for  catching  the 
blue  crabs  that  scuttle  through  the 
warm  waters  of  the  creeks  coursing 
through  the  island;  the  crabbing  is 
best  in  the  autumn  and  spring.  The 
kitchen  will  be  happy  to  prepare  your 
catch  for  dinner. 

To  reach  Little  St.  Simons  you  take 
a  20-minute  ferry  from  neighboring 
St.  Simons  Island,  jvhich  is  reachable 
by  car  via  a  causeway  from  the  main- 
land itself.  No  cars  are  permitted  on 
the  small  island,  but  vans  shuttle 
guests  around.  Three  motorboats  are 
also  on  hand  for  exploring  the  island's 
creeks.  No  guide  is  necessary;  after  a 


quick  lesson  from  one  of  the  staff, 
you're  free  to  shove  off  on  your  own. 
Horses  are  available  as  well — the 
steeds  are  suitable  for  all  levels  of 
equestrians.  If  you  prefer,  guides  are 
available. 

Cost?  Room  rates  range  from  $275 
to  $325  per  couple,  depending  on 
room  size.  The  price  includes  meals, 
the  use  of  horses  and  boats,  and  prac- 
tically everything  else  except  liquor 
and  a  fishing  guide  (the  latter  at  $100 
per  day). 

Better  than  renting  a  room, 
though,  why  not  take  the  entire  is- 
land? It's  available  to  private  groups 
for  $3,000  a  day  during  the  spring 
and  fall  months.  Groups  can  also  rent 
the  entire  island  in  the  summer  season 
(June  through  September)  for 
$2,000  a  day.  But  the  climate  can  be 
hot,  muggy  and  buggy. 

The  closest  airport  to  Little  St. 


Simons  is  Florida's  Jacksonville  Inter- 
national Airport,  about  an  hour  away. 
You  can  either  rent  a  car  and  drive  out 
to  the  ferry  or  use  the  van  service 
provided  by  the  island  at  $65  per 
couple. 

If  you  have  a  day  to  spare,  consider 
flying  into  Savannah  and  spending  the 
night  in  either  the  Gastonian  or  the 
Ballastone  Inn,  two  of  the  South's 
finest,  then  taking  a  leisurely  drive  70 
miles  down  the  Georgia  coast.  A  cou- 
ple hours  of  winding  around  the  oaks 
festooned  with  Spanish  moss  should 
put  you  in  just  the  right  mood  for  a 
few  days  of  southern  comfort. 

For  reservations,  you  can  either  call 
912-638-7472  or  write  to  Little  St. 
Simons  Island,  P.O.  Box  1078F,  St. 
Simons  Island,  Ga.  31522.  There's  a 
two-night  minimum.  Book  early;  the 
island  generally  fills  up  months  in 
advance.  ■§ 
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Early  American  silverware  is  still  surprisingly  affordable, 
still  serviceable  and  still  stunning. 

Paying  up 
for  Paul  Revere 


By  Christie  Brown 


Stanley  Sax's  early  American  silver  and  oils  by  Charles  Willson  Peale 
Prices  for  old  silver  have  only  doubled  in  the  last  15  years. 


Whkn  Stanley  Sax  of  Detroit  serves 
up  his  Christmas  cggnog,  he  might 
use  a  1770  silver  ladle  made  by  Paul 
Revere  to  fill  a  1731  silver  tankard 
made  by  the  Rhode  Island  silversmith 
Jonathan  Clarke,  mk\  serve  it  on  a 
silver  tray  made  in  1755  by  Bartholo- 
mew Lc  Roux  II.  With  the  help  of 
these  authentic  props,  it's  not  hard  to 
pretend  he's  Thomas  Jefferson,  and 
sip  away. 
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In  die  last  15  years  Sax  has  amassed 
one  of  the  world's  finest  private  col- 
leetions  of  early  American  silver,  dat- 
ing from  1730  to  1840.  Among  his 
collection's  300  pieces  are  close  to  50 
heavy  ladles,  massive  stuffing  spoons, 
inverted  pear-shaped  teapots,  urns, 
cups,  bowls  ^d  trays,  most  in  the 
elegantly  simple  Colonial  and  federal 
styles. 

Keeping  the  collection  in  present 


able  condition  calls  for  a  lot  of  polish- 
ing. Appropriately,  Sax's  company, 
Stan  Sax  Corp.,  produces  polishing 
compounds  for  metal  products 
manufacturers. 

The  wonderful  old  silver  is  scat- 
tered throughout  Sax's  unassuming 
one -story  home  in  Detroit's  Bloom- 
field  Township.  It's  also  home  to  his 
terrific  collections  of  early  American 
furniture  and  paintings.  There  are 
18th-century  Philadelphia  lowboys, 
delicate  piecrust  tables  and  paintings 
by  John  Singleton  Copley  and 
Charles  Willson  Peale. 

Sax  says  his  silver  collection  cost 
only  a  fraction  of  what  his  other 
Americana  pieces  cost  him.  The  most 
he  has  paid  for  anv  single  object  was 
$16,500  in  1981— this  was  for  a  1731 
tankard,  one  of  the  oldest  items  he 
has.  But  most  of  the  pieces,  Sax  says, 
have  cost  only  a  few  thousand  dollars 
and  can  still  be  purchased  for  not 
much  more  than  he  paid  years  ago. 

"In  the  last  15  years  I've  seen  the 
price  of  silver  only  double,"  says  Sax, 
"whereas  some  furniture  has  gone  up 
at  least  ten  times." 

Indeed,  extraordinary  examples  of 
early  American  furniture  may  be 
worth  as  much  as  seven  figures  toda\ . 
Sax  says  he  spent  about  S2 5 0,000  in 
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Teapot  and  stand  by  Revere,  circa  1790 
Sold  recently  for  a  record  $165,000. 


1975  for  a  L765  Newport  block  and 

shell  desk  made  by  lohn  Townsend. 
Christie's  now  values  the  desk  at  well 
o\  er  S 1  million.  But  it  no  longer  sits  in 
Sax's  home.  1  le  has  lent  it  to  the  U  s 
State  Department,  where  it  sits  in  a 
reception  room  Sax  makes  do  with  a 
copy  in  bis  bedroom  courtesy  of  the 
Franklin  Mint,  which  paid  him 
$100,000  tor  the  rights  to  make  re 
productions  of  the  desk 
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n  a  breeze-swept  island  off 
Miami,  in  the  warm  waters  of  the 
Atlantic,  a  magnificent  Mediter- 
ranean village  awaits. 

Its  name  is  Fisher  Island. 

Here  are  gathered  people  from 
around  the  world  who  share  a 
common  appreciation  for  life  and 
living  to  the  fullest. 
.Their  community  offers  a  superb 
seaside  golf  course;  a  tennis  center 
with  grass  and  clay  courts;  an  inter- 
i  national  spa  named  one  of  America's 
finest;  two  deepwater  marinas  for 
yachts  of  any  length;  seven  restau- 
rants; a  dinner  theater  and  shops 
in  an  environment  of  privacy  and 
security. 

Fisher  Island  is  a  world  unto  itself. 

Best  of  all,  the  residences  are  splen- 
did: spacious  (to  7,500  square  feet), 
with  oversized  terraces  and 
sensational  views  of  the  Miami  sky- 
line, Biscayne  Bay  and  the  Atlantic. 
Some  are  on  Fisher's  nearly  mile- 
long  beach. 

If  you  long  for  a  superb  home  on 
a  tropical  island,  join  the  discrimina- 
ting people  who  have  discovered 
Fisher  Island. 

Fisher  Island,  Florida  33109, 
305/535-6071  Toll-free^OO/624-3251 
Telefax  305/535-6008  ' 


FISHER  ISLAND  j 


a  magnificent 

mediterranean  village  called 
Fisher  Island 
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But  even  a  piece  as  exceptional  as 
that  can't  tell  the  tale  that  old  Ameri- 
can silver  can. 

Early  American  silversmiths  were 
often  the  de  facto  bankers  of  the 
colonies.  They  turned  coins  brought 
from  Europe  or  Mexico  into  practical, 
household  items,  usually  copied  from 
British  patterns.  Unlike  loose  change, 
silverware  could  be  easily  traced  if  it 
was  stolen,  since  it  was  stamped  with 
the  maker's  punch  and  owner's  ini- 


worth  Longfellow — Revere  turned 
industrialist  during  the  Revolution 
and  started  a  powder  mill.  Later  he 
built  a  copper  mill  for  sheathing  ships' 
hulls  and  covering  roofs — including 
the  dome  of  Boston's  State  House. 
When  he  died  in  1818,  his  estate  was 
worth  about  $30,000,  a  sizable  sum 
in  those  days. 

The  prices  of  his  silver  works  reflect 
his  celebrity  status  more  than  the 
quality  of  his  craftsmanship.  "A  de- 


Teapot,  tray  and  tankard  from  the  18th  century 

The  tankard,  made  in  1731,  cost  Sax  $16,500  in  1981. 


tials.  And  when  clients  were  short  on 
cash,  the  silversmith  could  melt  the 
cup  or  tankard  into  silver  specie.  This 
helps  explain  why  there  are  relatively 
few  Colonial-era  silver  items  around. 

Paul  Revere  (1735-1818),  who 
had  a  thriving  workshop  in  Boston, 
was  the  dean  of  early  American  silver- 
smiths. The  son  of  a  French  silver- 
smith named  Apollos  Rivoire  (angli- 
cized to  Paul  Revere),  he  ran  a  silver 
shop  and  foundry  and  also  made  sur- 
gical instruments,  eyeglasses,  den 
tures  and  copper  plate  engravings 
(most  famous  was  his  illustration  of 
the  Boston  Massacre). 

A  prominent  figure  in  Boston  soci 
ety — even  b         :  his  midnight  ride, 
commemorated  by  poet  Henry  Wads 


cent  Revere  tablespoon  will  fetch 
$3,000  to  $4,000,"  says  Kevin  Tier- 
ney,  head  of  the  silver  department  at 
Sotheby's.  "But  one  by  any  of  his 
Boston  contemporaries  will  make 
only  $200  to  $300." 

Works  by  major  silversmiths  from 
Philadelphia  and  New  York  arc  also 
shadowed  by  similar  works  by  Revere. 
Take  a  sampling  of  the  ladles  in  Sax's 
collection.  The  Revere  is  worth  over 
$10,000.  A  similar  ladle  made  by 
Joseph  Richardson  Si\,  a  famous  Phil 
adelphia  silversmith,  is  worth  less  than 
half  that. 

Mie  auction  record  for  early  Amen 
can  silver  (defined  as  being  made 
before   mass  production   started   in 
I860)  is  $308,000  tor  a  1  730  coffee 


pot  and  stand  made  by  New  York 
silversmith  Charles  Le  Roux.  But 
some  Revere  pieces,  far  less  rare,  are 
getting  close  to  the  record.  A  1790 
teapot  and  stand  by  Revere  sold  last 
year  for  a  record  $165,000. 

Alas,  silver  being  what  it  is — soft 
and  easy  to  duplicate — fake  "Revere" 
pieces  are  common.  The  best  coun- 
terfeits are  genuine  old  silver  pieces, 
often  in  an  identical  pattern.  But  the 
original  maker's  mark  will  have  been 
rubbed  out  and  replaced  with  one  of 
several  marks  used  by  Revere,  most 
commonly  the  initials  P.R  or  the 
Revere  name  in  block  letters. 

Sax,  who  has  bought  most  of  his 
silver  from  New  York  dealer  Carl  Wil- 
liams, Sotheby's  and  Christie's,  gets  a 
second  opinion  if  he  has  any  doubts  as 
to  authenticity.  For  example,  he 
bought  a  Revere  caster  from  Sothe- 
by's in  1977  for  S5,000.  But  before 
paying,  Sax  took  the  piece,  with  Soth- 
eby's permission,  to  Boston's  Muse- 
um of  Fine  Arts  for  verification.  In  the 
museum's  opinion,  the  caster  was  a 
fake.  "It  was  worthless,"  says  Sax. 
(Sotheby's  took  it  back  without  a 
murmur.) 

Following  the  age  of  Revere,  .Amer- 
ica had  a  surge  of  prosperity,  and  silver 
became  commonplace  in  many  bour- 
geois households.  Most  silver  was 
mass  produced  after  I860.  But  even 
the  handmade  silver  produced  from 
1820  through  1850  is  shunned  by 
most  collectors.  The  designs  are 
deemed  dull  and  there's  a  lot  of  it 
around.  "It's  the  black  hole  of  silver 
collecting,"  says  Dean  Failcv.  director 
of  American  collections  at  Christie's 
For  example,  a  tour  piece,  silver  tea 
set  from  the  1820s  can  casilv  be 
benight  at  auction  today  for  onI\ 
SI, 500.  Such  a  set  contains  perhaps 
50  ounces  o(  silver;  at  the  metal's 
current  $4-an-ounce  price,  the  silver 
content  would  be  worth  onl\  $200 

Although  collectors  don't  prize 
this  period  .\nd  probably  never  will, 
it's  a  terrific  value  compared  with 
retail  prices  tor  modern  silver,  litfa 
n\  \  current  catalog  lists  a  modern  tea 
service  tor  $18,000,  tor  example. 

The  best  public  collections  of  early 
American  silver  can  be  seen  at  the  Yale 
Universit)  \n  Gallery,  the  Museum 
ot  line  Arts  in  boston,  the  Metropoli 

tan  Museum  of  Art,  m^\  Winterthur 
Museum,  near  Wilmington,  Del.  Mi 
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The  Last  Word  in  Hotels  has  Just  been 
Translated  Into  Japanese. 


The  new 
Four  Seasons 

Tokyo  is  surrounded  hy  17  acres  or  the  city's  famed 
Chinzan-so  Gardens.  Yet  it  places  you  within  easy 
reach  or  the  Imperial  Palace  and  Shinjuku  husiness 
district.  The  286  spacious  guest  rooms  toast  multi- 
line phones  and  connections  for  computer  modems 
and  rax  machines.  Each  one  is  served  hy  24-hour 


multilingual  con- 
cierges. There  is 
even  a  sophisticated  amphitheater  and  a  wide  array 
or  meeting  rooms  hef  itting  international  conferences. 
Call  1-800-332-3442  or  your  travel 
counselor  ror  more  ahout  the  new 
hotel  that  in  any  language    FOUr SeaSOHS  Hotel 
will  truly  speak  for  itself.         CHINZAN-SQ  TOKYO 
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Leonard  Abramson  will  leave  his  kids  a  lot  of  money, 
but  he  won't  leave  them  the  perverse  pressure 
to  succeed  that  he  got  from  his  dad. 

Poverty  pays 


By  Mary  Beth  Grover 

How  often  it  is  that  a  father's  failure 
spurs  a  son's  success.  Nobody  knows 
that  better  than  Leonard  Abramson, 
59,  the  feisty  entrepreneur  who  has 
successfully  launched  three  new  busi- 
nesses, including  U.S.  Healthcare, 
the  $1.6  billion  (1991  revenues) 
health  maintenance  organization. 

Abramson's  determination  was  fu- 
eled by  the  fact  that  his  father  racked 
up  a  string  of  small  business  failures  in 
and  around  Philadelphia  in  the 
1950s.  As  a  result,  young  Abramson 
had  to  take  after-school  jobs  in  a 
clothing  store  to  bring  home  money 
for  his  mother.  "Not  too  many  people 
started  out  with  less  than  I  did,"  he 
says.  That's  an  exaggeration,  of 
course:  Abramson  never  went 
hungry,  but  the  humiliation  he  felt 
over  his  father's  failures  was  as  strong 
a  goad  as  poverty,  or  stronger. 

To  erase  his  father's  imprint,  "I  felt 
I  had  to  be  successful,"  Abramson 
adds.  "I  would  never  go  bankrupt." 
Abramson's  ticket  out  was  a  pharma- 
cy degree  from  the  Philadelphia  Col- 
lege of  Pharmacy  &  Science,  which  he 
paid  for  by  driving  a  taxi. 

Once  out,  he  joined  Parke -Davis  as 
a  drug  salesman.  Within  a  year,  he  was 
breaking  sales  records,  winning 
awards — and  asking  for  a  promotion. 
Told  to  wait,  Abramson  quit. 

Risky  business  for  someone  only  27 
and  with  a  pregnant  wife.  But  Abram- 
son never  looked  back.  He  found  a 
local  pharmacy  for  sale  for  $20,000, 
put  down  $3,000  of  his  own  savings, 
borrowed  $3,000  from  a  relative  and 
financed  the  rest  from  the  owner. 
Working  from  8  a.m.  to  1 1  p.m.  seven 
days  a  week,  Abramson  soon  made 
enough  to  buy  a  second  pharmacy. 

Itching  to  diversify,  he  sensed  a 
new  opportunity  when  customers 
started  asking  where  they  could  buy 


U.S.  Healthcare's  Leonard  Abramson 
Erasing  his  father's  imprint. 


orthopedic  equipment  like  back  and 
leg  braces,  things  not  usually  carried 
by  pharmacies  in  the  1960s.  Abram- 
son figured  he'd  get  into  that  busi- 
ness, too,  and  started  apprenticing 
one  day  a  week  with  a  Hungarian  who 
taught  him  to  build  braces.  So  prom- 
ising was  the  business  that  Abramson 
sold  his  pharmacies  in  1966  to  devote 
all  his  time  to  building  Medical 
Equipment  Unlimited,  which  he  sold 
three  years  later  to  Philadelphia- based 
Spectro  Industries. 

Staying  on  to  run  it,  Abramson 
soon  came  up  with  another  idea:  Put 
together  a  network  of  doctors  and 
hospitals  to  provide  health  care  at 
fixed  rates  to  keep  costs  down  tor 
patients  and  employers.  When  Spec 
tro  wasn't  interested,  he  quit  to  find 
someone  who  would  be.  That  was 
R.H.  Medical,  a  local  hospital  man 
agement  company.  Abramson  even 
got  a  10%  stake  in  the  startup. 

But  it  wasn't  easy.  Doctors  and 
hospitals  didn't  want  anyone  asking 
questions  about   their  procedures — 


and  patients  didn't  want  to  part  with 
their  beloved  family  doctors. 

R„H.  Medical  was  ready  to  pull  the 
plug  in  1975  after  four  years  and 
$400,000.  But  Abramson  was  sure 
the  medical  profession  would  eventu- 
ally come  around,  so  he  bought  the 
business;  R„H.  Medical  took  a 
$500,000  note  in  exchange.  U.S. 
Healthcare  was  born. 

Short  of  seed  money,  Abramson 
converted  U.S.  Healthcare  to  a  non- 
profit organization  and  got  a  S3  mil- 
lion government  loan.  Abramson's 
patience  paid  off,  as  employees  weary 
of  the  rising  costs  of  traditional  insur- 
ance plans  became  more  amenable  to 
going  to  HMO  doctors.  For  the  next 
five  years,  from  1976  to  1981,  reve- 
nues increased  over  sixtyfold;  mem- 
bership skyrocketed  from  1,000  to 
87,000.  By  1981  Abramson  was  able 
to  secure  $3  million  in  venture  capital 
from  investment  bankers  Warburg, 
Pincus  and  take  the  company  private. 

Two  years  later  Abramson  took  the 
company  public.  With  S20  million 
from  the  offering,  the  company  ex- 
panded from  Pennsylvania  through- 
out the  Northeast.  Since  going  pub- 
lic, earnings  have  increased  25  times, 
the  stock  price  over  35  times. 

A  rich  man  at  last,  Abramson  now 
got  a  shock.  Six  years  ago  a  close 
relative  was  diagnosed  with  cancer. 
Impatient  with  the  pace  of  cancer 
research,  Abramson  launched  U.S. 
Bioscience  of  nearby  West  Consho- 
hocken,  Pa.  to  develop  drugs  used  in 
cancer  treatment.  Using  $800,000 
from  U.S.  Healthcare  and  $200,000 
from  his  own  pocket,  Abramson  re- 
cruited a  former  SmithKline  research 
er  and  got  the  business  off  the 
ground.  In  the  last  four  yean  the 
research  company,  which  went  public 
in  1990,  has  developed  a  treatment 
for  ovarian  cancer.  Though  sales  are 
negligible,  the  Amc\  traded  Stock  has 
risen  to  $55  from  its  initial  offering 
price  of $9.  Abramson  owns  400,000 
shares  worth  $22  million.  The  rela 
tivc,  happily,  recovered. 

Meanwhile,  Abramson's  stake  in 
U.S.  Healthcare  is  worth  $235  mil- 
lion. Hoes  that  kind  of  money  make 
his  three  daughters  lazy?  Abram- 
thinks,  if  anything,  they're  driven  bj 
his  success.  Two  are  already  working 
in  the  company.  And  the\'\e  got 
some  big  shoes  to  fill.  H 
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'Your  retirement 

could  last  as  long 

asyourcareer. 

Let's  talk' 


Mike  Fitch,  Merrill  Lynch 
Financial  Consultant 

"It's  great  that  we're  all  likely  to 
live  longer  than  our  parents  did,  but 
many  years  of  retirement  mean  that 
people  have  to  save  and  invest  more 
for  their  future  than  ever  before. 

"That's  where  I  can  help.  We 
can  sit  down  together  and  work 
out  ways  to  help  you  get  the  kind  of 
carefree  and  fulfilling  retirement 
you've  always  wanted. 

"Together,  we'll  be  solving  the 
major  problem  people  face  in 

X,  OFFICIAL  SPONSOR  OF  THE  1992  US  OLYMPIC  TEAM 


retirement  planning  today,  by  real- 
izing that  the  bulk  of  retirement 
funding  has  to  come  from  saving 
and  investment.  That's  because 
Social  Security  and  pensions  just 
aren't  enough  anymore. 

"But  with  a  realistic  plan,  con- 
sistently carried  out,  chances  are 
we  can  reach  your  goals." 

Mike  Fitch  and  more  than 
10,000  other  Merrill  Lynch  Financial 
Consultants  want  to  help  make 
sure  you're  financially  prepared  for 
the  realities  of  retirement. 

Their  training  is  outstanding 
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and  ongoing.  Their  research  and 
technological  support  is  second  to 
none.  And  you'll  find  them  much 
more  interested  in  establishing  a 
long-term  relationship  with  you 
and  your  family  than  arranging  a 
specific  transaction. 

Because  at  Merrill  Lynch,  the 
quality  of  our  service  is  a  direct 
result  of  the  quality  of  our  Financial 
Consultants. 


Merrill  Lynch 

A  tradition  of  trust. 


FACES  BEHIND  THE  FIGURES 


EDITED  BY  JOHN  R.  HAYES 


Toys  iCR"  not  easy 

Can  Child  World  Inc.,  the  second- 
largest  toy  retailing  chain  after  Toys 
"R".  Us,  survive  another  bloody 
Christmas  price  war? 

Last  year  Child  World's  managers 
thought  they  had  a  deal  under  which 
demi  billionaire  Roy  Disney  would 
pump  some  badly  needed  capital  into 
the  chain.  But  Disney  backed  out  last 
Thanksgiving,  leaving  Child  World 
with  too  much  merchandise  and  too 
few  resources  to  pay  its  suppliers.  To 
raise  cash,  it  marked  down  its  toy 
inventories  by  $100  million.  But  Toys 
"R"  Us,  Wal-Mart  and  Kmart  all  met 
the  discounts  and  spent  more  on  mar- 
keting. Result:  In  its  fiscal  year  ended 
Feb.  2,  Child  World  lost  $192  million 
on  sales  of  $829  million.  In  August 
Nasdaq  delisted  Child  World's  stock. 

Enter  W.  John  Devine,  a  17-year 
Toys  "R"  Us  veteran.  Last  summer 
Devine,  5 1 ,  helped  form  a  partnership 
with  Boston  investor  Thomas  Lee  to 
buy  up  most  of  Child  World's  stock 
from  CNC  Holding  Corp.  for  over  $3 
million  in  cash  and  $330  million  in 
assumed  debt.  Together  with  the 
company's  management,  its  bankers 
and  suppliers,  the  partnership  owns 


nearly  90%  of  the  company.  The  bal- 
ance trades  deep  in  the  pink  sheets. 

Devine 's  first  order  of  business  was 
to  restore  some  confidence  among 
Child  World's  suppliers  and  banks. 
Toward  that  end,  Devine  used  cash 
and  receipts  to  pay  out  about  $80 
million  of  the  $184  million  Child 
World  still  owed  suppliers  from  last 
year;  another  $12  million  will  be  paid 
by  year-end.  Encouraged,  suppliers 
shipped  Child  World  most  of  what  it 
ordered  for  this  Christmas  season. 

In  hopes  of  making  back  some  of 
what  Child  World  lost  last  year,  De- 
vine  has  been  closing  stores — 29  so 
far — and  cutting  other  costs  where 
possible.  With  154  stores  (to  Toys 
"R"  Us'  roughly  500  stores),  Devine 
thinks  he  can  make  a  success  of  Child 
World.  "I  designed  most  of  the  sys- 
tems and  structures  at  [Toys  "R" 
Us],"  he  says.  "The  rules  of  the  game 
haven't  changed  very  much." 

-Wendy  Tanaka 

Manana  ahora 

At  AGE  30,  Martin  Redrado  has  been 
appointed  chairman  of  the  National 
Securities  Commission.  It  regulates 
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the   world's   fastest -growing   capitall 
market,  the  Argentinean  Bolsa. 

Just  months  ago  daily  volume  on| 
the  Bolsa  averaged  less  than  S3  mil- 
lion. But  thanks  to  growing  confi- 
dence in  President  Carlos  Menem'sl 
radical    economic    reforms,    trading! 
volume  has  surged  tenfold.  The  Bol- 
sa's  total  value  is  about  S13  billion;! 
since  July  its  value  has  climbed  from| 
6%  to  14%  of  Argentina's  gross  do- 
mestic product.  That's  still  small  bv 
U.S.  standards,  where  publicly  owned! 
equity  amounts  to  66%  of  GDP.  But 
recent  tax  cuts  on  stock  transfers  and 
on  capital  gains  should  attract  more| 
domestic  and  foreign  investors. 

Redrado  studied  finance  at  Har-I 
vard's  business  school,  where  he  met 
Argentina's  current  economics  minis- 
ter, Domingo  Cavallo.  After  working 
in  corporate  finance  at  Salomon! 
Brothers  and  in  Latin  American  cor- 
porate finance  at  Security  Pacific,  Re- 
drado was  tapped  by  Cavallo  to  over- 
haul the  Argentinean  capital  markets] 
this  July. 

Redrado  is  lobbying  the  legislature 
to  develop  a  privately  funded  pension 
system;  he  thinks  this  would  pump  a** 
much  as  $130  million  a  month  into1 
Argentinean  stocks  and  bonds.  Next 
project:  The  government  is  unloading 
its  30%  stake  in  the  telephone  compa- 
ny, EnTel,  which  could  raise  over  SI 
billion.   To  prepare   tor  the   largest 
public  offering  in  Argentinean  histo 
ry,  Redrado  has  deregulated  broker 
age  commissions,  is  pushing  Argen- 
tinean companies  to  conform  to  I"  S 
accounting  standards  .\nd  has  expand- 
ed the  number  of  seats  on  the  Bolsa 
from  60  to  250. 

"Argentina  was  always  the  w. 
na  story,"  Redrado  declares.  "Now 
we    understand    that     mmm 
ahora — today."         -Jon  Mn  i  M  w 
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;  don't 

conduct  sleazy  interviews, 
dig  up  dirty  laundry 
or  otherwise  attempt  to 
defame  reputations. 
That's  what  the  Senate  is  for. 
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FACES  BEHIND  THE  FIGURES 


The  "so-what?"  thing 

Corporate  disenchantment  in  the 
U.S.  with  economists  (see  Forbes, 
Jan.  21)  has  maybe  gone  too  far.  At 
the  end  of  1991  ge's  highly  respected 
chief  economist,  Walter  Joelson,  will 
retire.  GE  will  not  replace  him;  his 
department,  already  sadly  run  down 
from  its  heyday  in  the  1970s,  will  exist 
in  name  only. 

Joelson,  69,  was  much  more  than  a 
number  cruncher.  Almost  his  first 
task,  after  joining  GE  in  1960,  was  to 
study  whether  foreign  competition 
would  grow  over  the  next  decade.  He 
came  up  with  the  right  answer  (yes) 
and  a  smart  suggestion. 

To  sell  its  goods  abroad,  GE  had 
been  using  an  autonomous,  internal 
trading  company.  Why  not,  asked 
Joelson,  give  each  of  the  company's 
operating  units  responsibility  for  its 
own  exports?  That  way  the  head  of, 
say,  appliances  would  think  about 
selling  refrigerators  in  Taipei  and  in 
Topeka  at  the  same  time. 

It  took  about  20  years  to  push 
foreign  sales  responsibility  down  to  all 
of  ge's  operating  units,  but  the  effort 
helped  ge  to  become  the  second- 
largest  exporter  in  the  U.S.,  behind 
Boeing.  Last  year  $2.2  billion  of  ge's 
total  $7.7  billion  operating  profit 
came  from  overseas. 

Born  in  Berlin  and  educated  at 
Switzerland's  University  of  Basel, 
Joelson  came  to  the  U.S.  in  1948  and 
quickly  added  business  experience  to 
his  economic  training.  Before  coming 
to  ge  he  worked  as  a  salesman  and  ran 
a  paper  company.  Joelson  says  he  was 
"always  more  interested  in  the  'so 
what?'  kind  of  thing.  Rather  than 
producing  the  best  forecast  of  third- 
quarter  gnp  in  1993,  the  key  question 
is,  'So  what?  What  does  it  mean  and 
what  should  we  do  differendy?'  " 

Good  questions,  those,  for  all  man- 
agers to  ask  themselves. 

Grudge  match? 

ALLERGIC  TO  cotton,  William  (Billy) 
Dunavant  Jr.  isn't  allergic  to  making 
money  from  cotton.  Now  59,  Duna 
vant  built  his  family's  small  Memphis 
cotton  brokerage  into  the  world's 
largest  cotton  merchant  by  aggres 
sivcly  pushing  sales  to  China  and 
the  Soviet  Union.  This  year  privately 
held  Dunavant  Enterprises  will  bio 
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Cotton  broker 
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"I  didn't  sit  well 
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ker  $1.2  billion  of  cotton — 3.5  mil- 
lion bales. 

Now  Dunavant  has  teamed  up  with 
his  second  cousin,  New  York- based 
commodities  trader  Paul  Tudor 
Jones,  to  bid  for  a  National  Football 
League  franchise  for  Memphis.  Two 
franchises  will  be  awarded  in  1992, 
for  perhaps  $150  million  apiece.  Ten 
groups  in  eight  cities  have  put  down 
$100,000  deposits  m\k.\  entered  the 
playoff. 

Dunavant's  sales  pitch?  Memphis 
has  a  63,000  seat  stadium,  a  solid 
base  ofgting  ho  tans  mk\,  most  im 
portant,  a  shot  at  big  television  reve 
nues  to  split  with  other  Ml  owners. 
To  increase  his  i\  take,  Dunavant 
proposes  to  create .» statewide  team  by 
playing  a  few  home  games  in  Nash 


ville  and  Knoxville. 

Adding   those   markets   to   Mem 
phis  would  push  the  Tennessee  team 
into  the  country's  top  ten  television 
markets. 

Dunavant,  however,  does  have  .\n 
obstacle  in  his  path.  As  owner  of  the 
Memphis  Showboats,  a  member  of 
the  late  United  States  football 
league,  he  played  a  role  in  the  US 
1986  antitrust  suit  against  the  NH. 
The  upstart  league  won  the  suit  but 
\oWk\\  later  that  year,  leaving  the  NH 
monopoly  intact 

No  sweat,  insists   Dunavant    "l 
didn't  sit  well  with  Pete  Ro/cllc,"  he 
s.ns  of  the  former  ni  i  commissioner. 
"But  [current  nfi  boss  Paul]  Taglu 
hue  doesn't  seem  to  hold  gaid^ 

r    \  Kosi   is\  mm 
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NOW  READY 


THE  NEW  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life,  in 
both  its  one-  and  expanded  two- 
volume  forms,  has  for  a  number  of 
years  now  been  appreciated  by  a 
growing  number  of  devotees  for  its 
pearls  of  wisdom  that  span  the 
centuries  from  ancient  times  to  mod- 
ern day. 

Forbes  is  proud  to  announce 
that  yet  another  volume  has  been 
added  to  this  collection  of  timeless 
quotes.  The  three-volume  set,  print- 
ed on  fine  quality  stock,  bound  in 
blue  cloth  and  housed  in  a  hand- 
some matching  slipcase,  is  the 
quintessential  bedside  companion 
with  over  10,000  meticulously 
culled  quotes  of  many  of  the  world's 
greatest  authors. 


The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on  your 
list.  It  is  a  pleasure  to  read,  wheth- 
er you  choose  to  sample  a  random 
few  inspirational  thoughts  at  a  time 
or  to  pursue  a  more  charted 
course  with  the  aid  of  both  subject 
and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cherished 
for  a  lifetime.  The  cost  including 
slipcase  and  shipping  is  $49.50.  To 
receive  your  edition  or  send  it  as  a 
gift,  simply  fill  out  and  return  the  cou- 
pon below.  The  company  of  the 
greatest  writers  and  thinkers  awaits. 


□  over  3,000  more  quotations 
than  the  two-volume  set 

□  binding  in  blue  cloth  with  gold 
imprint 

□  blue  cloth  slipcase  to  match 
binding  at  no  additonal  charge 

□  indexed  by  author  and  subject 

□  authors  span  whole  range  of 
civilization  from  classical  Greece 
and  Rome  to  present 

□  over  1 ,500  pages,  over  10,000 
quotations 

□  no  shipping  or  handling  charge 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


TO  OWNERS  OF 
EARLIER  VOLUMES: 

You  can  now  add  this  latest 
volume  to  your  present 
collection.  Jp  update  your  two- 
volume  set'  the  third  volume  is 

available  for  individual 
purchase  at  $19.50.  The  blue 
and  gold  binding  of  the  third 
volume  has  been  selected  to 
make  a  matching  set.  Check 
the  appropriate  space  in  the 
coupon  at  right. 
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Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 

No 


Exp.  Date. 


City  State  Zip 

D  Reserve  Volume  3  only  for  $19.50.  Shipping  and  payment  details  entered  above. 

Pfease  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 


Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MMhe  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all . 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 

Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  71°  ; 

\  or  write  to:  trrol  Rylao 
Manager  Forbes  Wagon  Creek 
Ranch  P.O  Box  303  1WK4 
Ft.  Garland  CQ811 
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BY  ERIC  S.  HARDY 


It  is  hard  to  find  anyone  who  is  more 
pessimistic  about  the  stock  market 
than  Walter  E.  Stone,  editor  of  Long- 
Term  Technical  Trends,  a  monthly 
newsletter.  "We  are  in  a  bear  market 
rally,  not  a  bull  rally,"  says  Stone. 
"The  Dow  is  down  100  points  from 
where  it  was  in  April,  and  almost  every 
Wall  Street  strategist  is  fully  invested 
and  advising  us  to  buy  based  on  weak- 
ness of  the  market."  Stone  thinks  the 
consensus  is  dead  wrong.  He  says  the 
country  is  in  the  midst  of  the  biggest 
credit-bubble  collapse  in  history. 

How  bad  could  it  get?  Pretty  bad, 
says  Stone.  He  thinks  the  Dow  could 
fall  to  1200  by  mid- 1994.  He  recom- 
mends that  investors  put  95%  of  their 
money  into  Treasury  bills  or  money 
market  funds  that  are  limited  to  U.S. 
government  securities,  and  put  the 
remaining  5%  into  gold-related  assets. 

During  the  last  two  weeks  the  sky 
didn't  fall.  But  the  Barra  All -US  index 
of  5,000  stocks  fell  5.4%. 


Special  focus 


Despite  what  you  might  think  after  seeing 
the  huge  up-and-down  moves  in  the  mar- 
ket, Wall  Street  is  calmer  than  ever.  Stock 
market  volatility  over  the  past  year  and  a 
half  has  run  about  14%,  well  below  the  20% 
long-term  average.  Barra  calculates  volatil- 
ity by  taking  the  standard  deviation  of 
market  moves  over  20  trading  days. 


The  overall  market 


Barra  20-day  rolling  volatility 

30%  MHHg| 

—  long  term  average  (1926-1991) 

Average  since  March  1990 
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The  Barra  All-US  index 

Index  as  of  11/27/91 

Market  value:  $3,456.5  billion 

Price/book:  2.2 

P/E:  24.8 

Yield:  2.9% 


12-month  closeup 


Performance 

Last  4  weeks 
Since  12/31/90 


Price       Total  return 
-3.9%        -3.6% 
17.4  20.7 
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Closeup  on  the  market 


Index  or  investment 

Barra  All-US  index 

Sharpe/Barra  Growth  index1 

Sharpe/Barra  Value  index2 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

Amex 

EAFE3 

CRB  index45 

Gold5 

Yen5 

Oil5 


2-week  change 


%  change  from 

1  year 

5-year  high 

21.6% 

-5.4% 

27.1 

-4.4 

17.1 

-6.0 

14.4 

-5.8 

18.4 

-5.2 

19.7 

-5.1 

47.2 

-6.0 

23.8 

-5.7 

4.6 

-20.7 

-4.6 

-20.9 

-4.7 

-26.8 

-0.5 

-20.8 

-31.4 

-48.1 

The  best  and  worst  performing  stocks6 


Best 
Sanford 

Bridgford  Foods 
US  Bioscience 
Pinnacle  West  Capital 
Granite  Construction 


The  best  and  worst  performing  industry  factors6 


Best 

Precious  metals 
Beverages 
Electric  utilities 
Air  transport 
Tire  &  rubber 


2-week 
change 

6.9% 

3.3 

0.6 
-1.2 
-1.4 


Since 
12/31/90 

-12.9% 

14.0 

27.6 

8.9 

54.7 


Worst 

Oilfield  services 

Railroads 

Trucking 

Containers 

Construction 


2-week 
change 

-11.5% 

-10.9 
-10.2 
-10.1 
-9.2 


Since 
12/31/90 

-11.7% 

43.3 

17.3 

21.6 

-3.6 
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Price 

2-week 
change 

1991 
EPS' 

Worst 

Biomatrix 

Xytronyx 

Price 

13y4 
15i/4 

2-week 
change 

-46% 

^16 

1991 
EPS' 

NA 

NA 

$-1.07 

0.60 

36i/8 
27  H 

44% 
28 

$1.58 
0.72 

-0.40 
1.16 

1.77 

60 
15  V& 

28 
20 

17 

Alkermes 

American  Dental  Laser 

111/2 
91/4 

-41 
-39 

23  3/4 

RasterOps 

103/4 

-39 

1.32* 

Note:  Data  for  period  ending  11/27/91.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above  average 
earnings  growth. 2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
index  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective. 4  Index  of  21  commodity  futures. 5  Knight-Ridder  Financial 
Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc.  8Shows  return  to  the  industry  factor  after  controlling  for  other  influences  including  company 
size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  *1992  estimate.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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VIDENDS  REVIEW 


Corporate  vs.  government  yields  Corporate  dividend  revisions 


1 

j 

. 

'87 

'88 

•89 

'90 

'91 

'81        '83        '85        '87        '89         '91 
(Ten  months  through  October) 


m 


Representative  industry  yields 


Industry 
Automotive 

Yield 

5.5% 

Payout 
ratio 2 

P/E 

Industry 

Yield 

Payout 
ratio 2 

P/E 

NM 

NM 

Electrical  equip 

3.3% 

45% 

14 
17 

Banking 

Basic  chemicals 
Pharmaceuticals 
Electric  utilities 

3.7 

41% 

20 

Household  prods 
Petroleum 
Retail 
Telecommunications 

2.5 

54 

4.4 
2.3 
6.4 

54 
44 
92 

14 
24 
15 

5.0 
1.9 

4.8 

96 
40 
77 

13 
21 

20 

Standard  &  Poor's  reports  that  in  the 
first  ten  months  of  1 99 1 ,  368  compa 
nies  eliminated  or  reduced  dividends, 
while  879  increased  them.  For  the 
year,  payouts  will  probably  come  in 
just  2%  higher  than  in  1990,  not  even 
keeping  up  with  inflation.  Over  the 
last  25  years,  stock  payouts  on  average 
have  kept  up  with  inflation. 

Some  companies'  dividends  are  ris- 
ing much  faster  than  the  cost  of  living. 
Wal-Mart  Stores,  for  instance,  raised 
its  dividend  in  March  and  is  likely  to 
raise  it  annually  by  20%  over  the  next 
several  years,  says  Daniel  Barry,  a  re- 
tailing analyst  at  Kidder,  Peabody. 
Wal-Mart,  though,  has  a  low  vield: 
0.3%  versus  3.2%  for  the  s&p  500. 

All  the  members  of  the  "Solid  divi- 
dends" table  (lower  left)  have  raised 
their  dividends  in  each  of  the  past  ten 
years,  have  aftertax  cash  flow  of  more 
than  15%  of  debt  and  payout  ratios 
under  50%  of  aftertax  cash  flow.  By 
contrast,  the  ten  companies  with 
shaky  dividends  are  all  paving  out  cash 
faster  than  it  is  coming  in. 

The  top  left  chart  compares  bond 
yields,  net  of  the  inflation  premium 
built  into  them,  with  stock  yields. 
(Dividends,  after  all,  are  supposed  to 
keep  up  with  inflation,  while  bond 
coupons  don't.)  Here's  hoping  1991 
turns  out  to  be  an  aberration. 


Solid  dividends 


Doubtful  dividends 


Company 

Price 

Indicated 
rate 

Yield 

Payout 
ratio 

Dividend 
growth  3 

Abbott  Laboratories 

58  M 

$1.00 

1.7% 

41% 

19% 

Albertson's 

34 

0.56 

1.6 

30 

20 

American  Brands 

39  lA 
70V2 

1.75 

4.5 

61 
41 

8 
10 

Coca-Cola 

0.96 

1.4 

General  Mills 

66 

1.48 

2.2 

50 

18 

Johnson  &  Johnson 

94 

1.60 

1.7 

38 

17 

Eli  Lilly 

74  y8 

2.00 

2.7 

46 

15 

Merck 

143  lA 

2.52 

1.8 

48 

32 

Procter  &  Gamble 

813/8 

2.00 

2.5 

41 

B 

Wal-Mart  Stores 

48  V8 

0.17 

0.3 

13 

31 

Company 

Affiliated  Publications 

Bethlehem  Steel 

Boise  Cascade 

Chrysler 

Cincinnati  Milacron 

Core  Industries 

Federal-Mogul 

Hartmarx 

Pennzoil 

Stone  Container 


Price 

ll7/8 
22  v* 

14-!, 
1954 


Indicated 
rate 

$0.24 

0.40 

1.52 

0.60 

0.36 

0.^8 

0.92 

0.60 

3.00 

0.72 


Yield 

3.0% 

3.4 

6.8 

5.1 

4.8 

7.8 

6.2 

8.1 

5.1 

3.6 


Trailing 
EPS 

$0.11 

-8.85 

-1.91 

-2.69 

-1.56 

0.17 

-0.26 

-1.29 

2.42 

0.04 


Note:  All  data,  except  where  footnoted,  as  of  11/26/91.  'Yield  on  30-year  Treasurys  adiusted  for  inflation  using  the  trailing  12  months'  increase  in 
Capitalization-weighted.  Dividends  divided  by  net  Income;  all  extraordinary  items  are  excluded.  3Five-year  growth  rate.  NM:  Not  meaningful.  Sources: 
via  Lotus  One  Source;  Standard  &  Poor's. 
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Sicrea/Nissan  Knows 
what  it  takes  to 
stimulate  automobile 
sales  in  Mexico 


Each  fortnight  over  185,000  primary 
subscribers  throughout  Latin  America 
read  VISION  (42,000  in  Mexico  alone). 
And  VISION  advertisers  reach  an 
audience  of  800,000  individuals  of 
measured  business  and  consumer 
influence  (1989  INRA  Audience 
Profile:  the  ninth  readership  study 
in  VISION'S  forty  year  history). 

For  additional  information  on  how  to 
reach  the  elite  in  Latin  America 
please  contact: 

VISION  INC. 

310  Madison  Avenue 

Suite  1412 

New  York,  NY  10017 

Tel.  (212)  953-1308 

Fax  (212)  953-1619 


THE FUNUS 


EDITED  DV  SUZANNE  OLIVER 


Twentieth  Century  Ultra  Investors  and 

United  Income  are  polar  opposites. 

Yet. each  fund  has  done  well  for  shareholders. 

Two  ways  to  beat 
the  market 


Russell  E.  Thompson,  manager  of 
the  United  Income  Fund,  sums  up  his 
investment  philosophy  this  way:  "I'm 
a  conservative  person."  No  kidding. 
Three  of  the  four  largest  positions  in 
this  $1.9  billion  fund  are  IBM,  IT&T 
and  Caterpillar,  all  trading  at  less  than 
either  book  value  or  18  times  earn- 
ings. This  in  a  market  where  the  aver- 
age price/book  is  2.3  and  price/earn- 
ings is  26. 

Sponsor  of  United  Income  is  Wad- 
dell  &  Reed,  an  old-line  fund  opera- 
tor housed  in  a  converted  TWA  train- 
ing school  in  a  Kansas  City,  Mo. 
suburb.  The  unhip  Russell  Thomp- 
son, 51,  missed  the  action  this  year  in 
such  hot  sectors  as  biotechnology  and 
medical  equipment.  Still,  his  fund  is 
ahead  of  the  market  over  the  last  12 
months,  and  over  the  last  decade  he 
has  averaged  a  stunning  19.5%  annual 
return,  2.5  points  ahead  of  the  s&p 
500.  The  Forbes  rating  system  gives 
United  Income  a  B  for  up  market 
performance  and  an  A  for  down. 

For  a  sharp  contrast,  travel  a  few 
miles  east  to  a  flashy  high-rise  build- 
ing in  Kansas  City's  fashionable  Plaza 
area.  Owner  of  the  building  is  Twenti- 
eth Century  Co.,  sponsor  of  such 
currently  hot  funds  as  Twentieth 
Century  Growth,  Vista  and  Ultra. 
James  Stowers  Jr.,  67,  founder  of  this 
fund  operator,  is  a  risk  taker.  In  1958, 
when  he  was  34,  he  quit  being  a  full- 
time  salesman  for  Waddell  &  Reed 
and  started  his  own  fund  group.  His 
boldness  shows  through  in  the  funds' 
portfolios,  which  include  such  stocks 
as  Genzyme,  Costco  Wholesale  and 
T2  Medical,  all  either  trading  at  huge 

Russell  E.  Thompson 
Tortoise. 
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multiples  of  their  earnings  or  showing 
no  earnings  at  all. 

Stowers  has  been  well  rewarded  for 
his  risk-taking.  With  $14  billion  un- 
der management,  Twentieth  Century 
is  probably  worth  at  least  $250  mil- 
lion, making  Stowers,  who  owns  two- 
thirds,  a  wealthy  man.  His  investors 
have  done  well,  too,  at  least  in  bull 
markets.  Vista  is  too  new  to  have  a 
Forbes  rating,  but  both  Growth  and 
Ultra  rate  an  A+  in  bull  markets.  Over 
the  past  year  Ultra  has  delivered  an 
astounding  return  of  101%.  Not  sur- 
prisingly, this  hell-for-leather  invest- 
ment style  falls  behind  in  bear  mar- 
kets, where  Ultra  rates  an  F.  Still,  it 
has  beaten  the  market  over  the  past 
decade. 

The  moral,  of  course,  is  that  there  is 
more  than  one  way  to  skin  a  cat  and 
more  than  one  way  to  beat  the  stock 


market. 

Which  is  the  better  investment  style ' 
for  you,  Russell  Thompson's  plod- 
ding quest  for  value  or  James  Stowers" 
breakneck  chase  after  growth  stocks? 
Over  the  short  term,  only  one  of  these 
styles  is  likely  to  do  well.  If  the  market, 
already  priced  at  the  upper  reaches  of 
its  historical  p/e  average,  goes  to  even 
more  exuberant  heights,  then  the 
Twentieth  Century  funds  will  do  well. 
If  the  market  continues  its  unsettling 
trend  of  recent  weeks,  then  United 
will  almost  certainly  do  better. 

Over  the  long  term,  however,  it  is 
quite  possible  that  both  Thompson 
and  Stowers  will  excel.  It  is  an  old  rule 
of  money  management  that  good 
managers  pick  one  style  and  stick  to  it, 
even  though  there  will  be  intervals 
when  the  style  looks  very  wrong. 

In  the  1980s  Thompson  clung 
steadfastly  to  the  school  of  investing 
that  emphasizes  what  a  company 
would  be  worth  if  its  business  opera- 
tions and  other  assets  were  auctioned 
off.  This  strategy  proved  very  lucra- 
tive as  many  of  Thompson's  portfolio 
holdings  were  taken  over  in  leveraged 
buyouts.  "The  1980s  were  the  time 
for  my  type  of  management,"  savs 
Thompson.  "To  duplicate  that  in  the 
1990s  will  not  be  easy." 

Thompson,  who  has  an  MBA. 
from  the  University  of  Missouri,  also 
pays  attention  to  the  business  cycle. 
For  instance,  in  late  1990  he  believed 
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that  the  economy  was  weakening  and 
that  interest  rates  would  drop,  so  he 
increased  his  holdings  in  interest- 
rate -sensitive  stocks  such  as  Wells  Far- 
go, Household  International,  Fannie 
Mae  and  Freddie  Mac.  In  anticipation 
of  the  end  of  the  recession,  he  has 
recently  bought  cyclical  stocks,  in- 
cluding Ford,  Chrysler,  General  Mo- 
tors, Deere  and  Caterpillar. 

Not  surprisingly,  Russell  Thomp- 
son won't  touch  the  biotechnology 
stocks,  including  Amgen,  Chiron  and 
Synergen,  that  composed  19%  of 
Twentieth  Century  Ultra's  portfolio 
as  of  Oct.  31.  Nor  does  he  dabble  in 
such  Ultra  favorites  as  U.S.  Surgical 
Corp.,  Medco  Containment  Services 
and  Microsoft.  Even  though  growth 
stocks  like  these  have  led  the  stock 
market  for  the  past  two  years,  they're 
too  expensive  for  Thompson. 

Stowers,  by  contrast,  pays  less  at- 
tention to  the  economy  and  to  such 
measures  as  price/earnings  ratios  and 
book  value  and  much  more  to  earn- 
ings momentum.  He  started  out  with 
this  simple  rule  about  money  man- 
agement: "Money  follows  earnings." 
By  this  he  does  not  mean  that  stock 
prices  should  be  proportional  to  earn- 
ings. Quite  the  contrary.  Stowers 
*means  that  rapid  earnings  gains  trans- 
late into  big  price  increases,  no  matter 
how  high  a  stock  starts  out. 

Eventually,  Stowers  developed  a 
strategy  of  buying  companies  with 


James  Stowers 
Hares. 


James  Stowers  Jr. 


accelerating  growth.  He  reviewed  any 
company  whose  earnings  and  reve- 
nues rose  more  in  the  latest  quarter 
than  in  the  same  quarter  of  any  of  the 
previous  five  years.  "I  wore  out  my 
first  Hewlett-Packard  calculator  in 
two  years,"  says  Stowers.  He  replaced 
it  with  an  IBM  minicomputer  he  pro- 
grammed himself. 

Stowers'  strategy  of  buying  after 
strong  earnings  are  reported  means 
almost  inevitably  that  he  gets  into  a 
growth  stock  after  it  has  already  start- 
ed to  move.  That's  okay — if  the 
growth  comes  in  a  long-lasting  up- 
ward swing  that  the  market  is  slow  to 
recognize.  Indeed,  Stowers  has 
turned  this  trend-following  into  a  cri- 
terion: A  candidate  stock  must  show 


increased  trading  volume  before  he'll 
buy  it.  No  sense  getting  on  the  band- 
wagon if  the  bandwagon  is  not  yet 
rolling. 

How  does  Genzyme,  with  a  price/ 
earnings  ratio  reported  as  "not  mean- 
ingful," get  on  the  buy  list?  This 
biotech  company  broke  even  over  the 
past  12  months,  but  it  earned  22  cents 
a  share  in  the  most  recent  quarter  and 
the  bandwagon  is  definitely  rolling. 

There's  no  question  that  Stowers' 
method  has  worked  well.  At  Twenti- 
eth Century,  Stowers'  challenge  in 
the  coming  years  will  be  to  maintain 
performance  in  spite  of  its  funds'  pop- 
ularity. Assets  under  management 
have  more  than  doubled  over  the  past 
two  years.  Twentieth  Century  Ultra 
has  reached  $2.2  billion  yet  invests  in 
smallish  companies  with  a  median 
market  capitalization  of  $650  million. 
"Getting  in  and  out  of  positions  has 
become  our  biggest  problem,"  ad- 
mits James  Stowers  III,  the  32-year- 
old  likely  heir  to  the  operation. 

His  father,  James  Stowers  Jr., 
hasn't  been  involved  in  stock  picking 
for  nearly  two  years,  but  Twentieth 
Century  still  uses  his  strategy  and 
computer  system.  Meanwhile,  his 
newer  portfolio  managers  have  modi- 
fied his  methods,  adding  a  bit  of  the 
value  approach.  They  track  commod- 
ity prices  and  recently  bought  a  paper 
company  when  they  recognized  price 
increases  in  its  main  product  line. 
Whatever  the  economic  indicators, 
however,  a  Twentieth  Century  fund 
won't  buy  a  stock  unless  it  shows 
revenue  and  earnings  momentum. 

For  the  investor  who  doesn't  know 
whether  he  prefers  a  value  approach 
or  an  earnings  momentum  approach, 
it  might  make  sense  to  split  an  invest- 
ment between  the  two  funds.  A  draw- 
back at  Russell  Thompson's  United 
Income  fund  is  that  its  sponsor, 
stodgy  Waddell  &  Reed,  is  one  of  the 
last  fund  groups  to  maintain  an  8.5% 
maximum  sales  charge  on  mutual 
fund  purchases.  But  the  load  drops  to 
zero  on  a  purchase  of  at  least  $2 
million.  For  a  corporate  thrift  plan, 
every  participant's  account  counts  to- 
ward the  $2  million  minimum. 

On  the  other  hand,  United  In- 
come's expense  ratio  of  0 .7%  a  year  is  a 
bargain.  Twentieth  Century  charges  a 
flat  1%  annual  expense  ratio  but  no 
load.  -S.O.  H 
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ASHLAND  OIL,  INC.  N 

CHELLGREN  NOMINATED  TO  SERVE 

AS  A  DIRECTOR  OF  ASHLAND  OIL,  INC. 

TO  BE  ELECTED  PRESIDENT  AND  COO 

Ashland,  KY.— (November  7,  1991)  Paul  W.  Chellgren  has 
been  nominated  by  the  board  to  serve  as  a  director  of  Ashland 
Oil,  Inc.  (NYSE:ASH)  He  will  be  among  the  nominees  in 
Ashland's  proxy  statement,  which  will  be  mailed  to  share- 
holders in  December.  The  nomination  to  the  board  is  in 
anticipation  that  Chellgren  will  be  elected  president  and 
chief  operating  officer  of  Ashland  Oil,  Inc.  at  the  board 
meeting  following  Ashland's  Annual  Shareholders'  meeting 
on  Janaury  30, 1992,  according  to  John  R.  Hall,  chairman  and 
chief  executive  officer.  Chellgren  will  succeed  Charles  J. 
Luellen  who  has  been  president  and  chief  operating  officer 
since  1986  and  had  previously  announced  his  intention  to 
retire  effective  January  30,  1992. 

"Paul  Chellgren  is  uniquely  qualified  to  serve  as  a  director 
and  as  president  and  chief  operating  officer,"  Hall  said.  "He 
has  broad  experience  in  both  operational  and  financial 
management  as  a  result  of  his  service  at  Ashland  Oil  as  a 
group  operating  officer,  chief  financial  officer  and  chairman 
of  the  board  of  Ashland  Coal,  Inc." 

Chellgren  joined  the  company  in  1974  as  an  executive 
assistant  to  the  chairman  of  the  board.  In  1977  he  was 
named  administrative  vice  president  of  Ashland  Chemical 
Company,  a  division  of  Ashland  Oil,  Inc.,  based  in  Columbus, 
Ohio.  He  became  an  Ashland  Chemical  group  vice  president 
the  following  year.  In  1980,  he  was  elected  senior  vice 
president  and  group  operating  officer  of  Ashland  Oil  respon- 
sible for  the  operations  of  Ashland  Chemical  Company  and 
other  operating  units  Chellgren  has  served  as  chairman  of 
Ashland  Coal  since  1982.  Ashland  Coal  completed  an  initial 
public  offering  under  his  leadership  in  August  1988. 

Chellgren  as  born  in  Tullahoma,  Tenn.  His  family  moved  to 
the  Pittsburgh  area  shortly  thereafter  and  in  1953  they 
relocated  to  Ashland,  Ky.  Chellgren  finished  elementary 
school  and  secondary  school  in  Ashland,  graduating  from 
Ashland  High  School  in  1960.  He  entered  the  University  of 
Kentucky  earning  a  bachelor's  degree  in  1964.  He  earned  a 
Master  of  Business  Administration  from  Harvard  University  in 
1966  and  went  on  to  gain  a  Diploma  in  Developmental 
Economics  from  Oxford  University.  His  father,  W.E.  Chellgren, 
retired  as  controller  of  Ashland  Oil,  Inc.  in  1980  after  33  years 
of  service.  Paul  and  his  wife  Sheila  have  three  children  and 
reside  in  the  Ashland  area. 

(Contact:  William  P.  Hartl,  Ashland  Oil,  Inc.,  535  Madison 
Ave.,  New  York,  NY.  10022.  Phone  (212)  421-1250  or  Dan 
Lacy  (606)  329-3148.) 


ASHLAND  OIL,  INC.  N 

ASHLAND  SUBSIDIARY  TO  ACQUIRE 

UNOCAL  CHEMICALS  DISTRIBUTION  BUSINESS 

Ashland,  Ky  (November  8,  1991) -Ashland  Oil,  Inc. 
(NYSE:ASH)  announced  that  its  Ashland  Chemical,  Inc. 
subsidiary  has  reached  an  agreement  in  principle  with 
Unocal  Corporation  (NYSE:UCL)  to  acquire  most  of  Unocal's 
chemical  distribution  business.  Terms  of  the  transaction 
were  not  disclosed. 

Completion  of  the  transaction  is  subject  to  execution  and 
closing  of  a  definitive  agreement  and  obtaining  required 
governmental  approvals. 

Unocal's  chemical  business  involves  the  distribution  of  a 


wide  range  of  organic  chemicals,  hydrocarbon  solvents  and 
specialty  and  inorganic  products  through  a  nationwide 
network  of  distribution  centers  and  bulk  terminals. 

"The  acquisition  of  Unocal's  chemical  distribution  opera- 
tions provides  an  excellent  geographic  combinaton  with 
Ashland  Chemical's  existing  Industrial  Chemicals  &  Solvents 
Division  network,"  said  John  R.  Hall,  Ashland  chairman  and 


chief  executive  officer.  "In  addition  to  expanding  Ashl| 
chemical  distribution  business,  we  will  be  gamin 
experienced  customer  service  organization  in  comp| 
products  and  markets. " 

(Contact:  William  P.  Hartl,  Ashland  Oil,  Inc.,  535 1 
Ave.,  New  York,  NY.  10022.  Phone  (212)  421-1250  o{ 
Lacy  (606)  329-3148.) 


What's  the  best 
way  to  reach 
America's  most 
important  investors? 


CORPORATE  REPORT 


IN  FORBES 

Once  a  month 

Corporate  Report  Updates  enables  publicly  held  corpora- 
tions to  announce  important  developments  to  active  and 
influential  investors  who  regularly  read  Forbes.  This  low- 
cost,  informational  advertising  service  appears  12  times  a 
year,  and  for  additional  impact  and  relevance.  Corporate 
Report  Updates  is  positioned  within  Forbes  magazine  S 
popular  "Money  and  Investment"  editorial  section. 

For  more  information,  call  or  write: 


Saiah  Madison 

Corporate  Report  Updates 

#601 

5800  Eubank  N.E. 

Albuquerque,  NM  H-"  111 

(505)275-1282/3 

(505)  293-4647  Fax  Machine 


or 

Virginia  Carroll 

Forbes 

(>0  Fifth  Avenue 

New  York,  NY  LOOll 

(212)620-2339 
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If  you  thought  you  were  locking  in  high  yields 
through  a  fixed-income  bond  fund, 
you'll  probably  be  in  for  a  shock. 

nflxed  income 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Just  how  fixed  is  a  "fixed-income" 
bond  fund?  Not  as  fixed  as  you  think. 
For  the  open -end  funds  are  finally 
feeling  the  effects  of  falling  interest 
rates,  and  investors  are  in  for  a  rude 
shock:  possibly  sharp  reductions  in 
income  next  year. 

That  will  no  doubt  come  as  a  disap- 
pointment to  those  who  bought  into 
bond  funds  on  the  mistaken  assump- 
tion that  these  investments  have  the 
same  characteristics  as  bonds  pur- 
chased direcdy. 

Two  things  are  going  on  here.  The 
first  is  just  a  reflection  of  how  an  open- 
end  fund  operates:  Incoming  cash 
from  new  purchases  of  fund  shares 
participates  equally  with  long-term 
holders  in  the  benefits  of  high-return 
bonds  bought  years  earlier.  But  as  the 
new  money  flows  in,  it  must  be  invest- 
ed at  rates  considerably  lower  than 
those  of  older  bonds  in  the  portfo- 
lio— bringing  down  overall  yield. 

The  second  problem  comes  from 
inept  portfolio  management.  Many 
fund  managers  have  been  too  cau- 
tious in  protecting  against  falling 
yields.  Instead  of  extending  maturi- 
ties or  buying  npncallable  bonds, 
many  managers  put  large  pools  of 
their  assets  in  short-term  investments. 

Funds  like  Bartlett  Capital  Fixed 
Income,  with  over  50%  of  its  income 
due  in  five  years,  and  Colonial  Income 
Trust,  with  45%  in  the  short-term 
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classification,  fall  into  this  category, 
and  it's  easy  to  see  why  their  investors 
will  be  hit  hard.  While  long-term  T 
bond  rates  have  fallen  about  80  basis 
points  from  the  8.58%  peak  a  year  ago, 
three-month  bill  rates  have  been  cut 
almost  in  half,  to  4.5%,  from  7.15%. 

Funds  like  Alliance  Mortgage  Secu- 
rities Income  and  Kemper  Govern- 
ment Securities,  specializing  in  mort- 
gage-backed issues,  are  likely  to  be  hit 
as  well.  The  reason:  Falling  rates  mean 
an  accelerated  pace  of  repayments  and 
prepayments  by  homeowners  of  out- 
standing mortgages  underlying  the 
securities  in  the  portfolio.  That  means 
an  increasing  volume  of  high-yielding 
portfolio  securities  will  have  to  be 
replaced  by  lower-yielding  issues. 

Another  problem  will  come  in  mu- 
nicipal bond  funds  like  Dreyfus'  Tax- 
Exempt  Bond  Fund  and  Franklin's 
California  Tax-Free  Income  Fund. 
The  tax-free  market  faces  potential 
refunding  of  $77  billion  of  bonds  that 
had  been  issued  in  1982  when  interest 
rates  were  just  over  13%,  compared 
with  roughly  7%  today.  Just  like  the 
homeowners,  municipalities  and  oth- 
er governmental  agencies  that  can  do 
so  will  refinance  at  the  lower  current 
rates.  That  $77  billion  represents  9% 
of  the  $850  billion  of  munis  outstand- 
ing. Though  the  final  total  of  refund- 
ed bonds  will  fall  short  of  the  poten- 
tial, it  will  still  be  great  enough  to  have 
a  marked  effect  on  fund  yields,  says 
Ian  MacKinnon,  senior  vice  president 
of  Vanguard  Group. 

So  what's  an  investor  to  do?  In 
general,  seek  out  funds  that  have  small 
cash  reserves,  more  long-term,  non- 
callable  bonds  and  fewer  mortgage - 
backed  issues.  Beyond  that,  there  are  a 
couple  of  relatively  esoteric  yield  mea- 
surements you  can  ask  for  that  will 
make  the  choice  of  which  fund  to 
invest  in  easier. 

One  is  called  "yield  to  worst."  This 
measure  assumes  that  the  bonds  in  the 


portfolio  are  likely  to  get  called.  It's  a 
more  conservative,  possibly  more  re- 
alistic, measure  of  how  much  income 
you  can  expect  than  from  the  widely 
used  "yield  to  maturity,"  which 
doesn't  take  into  account  the  possibil- 
ity of  early  redemption  of  portfolio 
issues  when  rates  are  low. 

Then  there  is  a  new  measure,  called 
"yield  to  effective  maturity,"  which 
takes  market  volatility  into  account. 
The  higher  the  volatility  assumption, 
the  closer  the  effective  date  is  to  the 
first  call  date. 

Look  for  general  bond  funds  with 
the  longest  effective  maturity  that  re- 
invest capital  gains.  An  acceptable 
effective  maturity  would  be  between 
15  years  and  25  years.  An  acceptable 
yield  to  worst  would  be  about  6.3%  to 
6.75%.  Average  maturity,  of  course, 
would  reflect  the  size  of  cash  reserves  in 
the  portfolio.  The  smaller  the  reserve 
and  the  larger  the  ratio  of  long  bonds, 
the  longer  the  average  maturity. 

Vanguard  Fixed  Income  Securities 
Fund-Long  Term  U.S.  Treasury 
Portfolio  has  an  average  effective  ma- 
turity of  20.4  years  and  a  yield  to 
worst  of  7.63%.  Other  funds  that  have 
long  effective  maturities  include 
Rushmore  Fund  Inc.-U.S.  Govern- 
ment Securities  Long  Term  Portfolio, 
with  an  average  effective  maturity  of 
29.9  years  and  a  yield  to  worst  of 
6.94%.  T.  Rowe  Price's  U.S.  Treasury 
Long-Term  Bond  Fund  has  an  effec- 
tive maturity  of  1 5  years  and  yield  to 
worst  of  7.29%. 

Funds  that  do  not  have  a  long 
average  effective  maturity  will  be  the 
ones  hit  hardest  by  falling  interest 
rates  and  smaller  distributions.  They 
may  well  be  generating  high,  but 
temporary,  income  through  invest- 
ment in  securities  that  are  known  in 
the  market  to  be  subject  to  early 
redemption. 

Anyone  who  is  fully  informed 
about  the  bond  markets  may  choose 
to  swap  out  of  fund  holdings  into 
direct  investment  in  selected  bonds. 
They  can  be  chosen  for  long  call 
protection  and  relatively  high  yield. 

But  you've  got  to  know  what 
you're  doing  and  have  to  be  willing  to 
pay  a  sales  fee  through  a  brokerage 
commission  or  a  markup  on  bonds 
sold  from  dealer  inventory.  And,  of 
course,  many  bonds  lack  the  instant 
liquidity  mutual  funds  offer.  H 
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Good  news:  There's  loads  of  pessimism  around. 

That  is  normal  early  in  an  economic  recovery  and  means 

the  bull  market  still  has  a  good  way  to  go. 

Stay  with  it 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


In  the  early  phases  of  every  bull 
market  investors  think  stocks  are  get- 
ting too  high,  that  the  economy 
won't  expand  and  that  this  time 
things  really  are  terrible  and  "differ- 
ent" because  of  vast  new  societal 
problems.  There's  lots  of  such  talk 
around  these  days,  especially  after  the 
market's  November  tumble. 

In  my  view  this  frightened  attitude 
is  a  sign  that  the  bull  market  isn't  over. 
Most  signs  I  see  are  bullish.  For  exam- 
ple, most  smaller  stocks  are  historical- 
ly cheap  relative  to  the  cost  of  money, 
while  investors  are  scared  away  by  the 
few  hundred  largest  stocks'  seeming 
not  so  cheap.  Then,  too,  it  is  usually 
profitable  to  buy  stocks  in  a  recession 
or  early  in  a  recovery.  And  it  has 
usually  been  a  good  idea  to  buy  stocks 
the  year  before  a  presidential  election. 

We  have  had  five  successive  dis- 
count rate  cuts  in  a  year.  Every  other 
time  that  has  happened  stocks  have 
done  well  when  you  are  looking  back 
two  years  later — except  after  1930. 
All  the  "usuallys"  didn't  work  then. 
It  truly  was  different  that  time. 

Pessimists  love  the  1929-30  paral 
Ids.  Weren't  the  1920s  and  1980s 
decades  of  speculative  excess?  Kon- 
dratierTWave  fans  note  thai  the  Great 
Depression  came  just  ten  years  after 
inflation  peaked  in  1920  and  didn't 
inflation   peak  again    11    years  ago? 
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Finally,  the  pessimists  note,  total 
debt — public  and  private — as  a  per- 
cent of  gnp  is  now  higher  than  at  any 
time  since  the  Great  Depression. 

And  all  that  debt!  Then  and  now  we 
were  up  to  our  eyeballs  in  the  terrible 
stuff.  All  this  is  mythology,  a  selective 
and  inaccurate  interpretation  of  the 
past  designed  to  justify  a  pessimistic 
view  of  the  present.  Contrary  to  to- 
day's almost  universally  dogmatized 
myth,  and  as  I  have  explained  in  past 
columns,  debt  levels  aren't  too  high 
now  in  relation  to  our  assets  and  our 
gross  national  product.  While  they  are 
higher  than  they  have  ever  been  be- 
fore, 10  and  20  years  from  now,  they 
will  be  higher  still.  Our  total  societal 
return  on  assets  is  too  high  relative  to 
the  cost  of  money  for  us  not  to  use 
more  debt  in  the  long  term. 

Whether  I'm  right  or  wrong  about 
debt  loads  now,  one  thing  the  bears 
certainly  have  wrong  is  thinking  that 
the  Great  Depression  was  caused  by 
excessive  debt.  It  wasn't.  Total  soci- 
etal debt  rose  during  the  Depression, 
even  as  the  economy  fell.  There  was 
no  scramble  to  repay  excessive  debt 
loads  because,  simply,  debt  wasn't 
excessive  then — or  now. 

No,  1929-32  wasn't  caused  by 
debt.  It  started  overseas  with  world- 
wide trade  barriers  and  central  banks 
unwisely  shrinking  the  world's  money 
supply.  The  Fed  made  matters  worse 
by  shrinking  the  money  supply  in 
absolute  dollars  by  30%  from  1929  to 
1932.  It  won't  ever  do  that  again  The 
fed  was  16  years  old  in  1929.  Most  of" 
its  high-volume  activity  started  only 
in  the  1920s.  And  in  1930  it  had  a 
new  and  unprepared  chairman.  To- 
day's fed  is  more  experienced  and  has 
better  tools  at  its  disposal. 

The  differences  between  1991  l>2 
and    L 929-32    are   greater   than    the 
similarities.  Our  economy  is  invnea 
Slirably  broader  .\nd  more  balanced. 
Not  even  autos  or  housing  is  singularly 
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important — the  way  those  industrie 4 
were  even  25  years  ago;  but  in  1929  w<-  • 
were  still  almost  half  a  farm  economy 
So     inflation-impacted     commodity 
prices  were  critical.  Ditto  for  the  im 
pact  of  the  bad-luck  1930s  drought. 

In  1929,  contrary  to  myth,  P/E' 
were  pretty  low — about  12  on  aver 
age — because  for  years  earnings  greV 
faster  than  stock  prices.  As  profit  mar 
gins  exploded  in  the  late  1920s,  inves 
tors  were  suckered  into  thinkin 
stocks  weren't  too  high.  That  is  exact 
ly  the  reverse  of  the  last  four  years 
when  earnings  and  profit  margin: 
have  fallen  as  American  corporation: 
scrambled  for  competitiveness.  Inves 
tors  are  now  scared  off  by  the  resul 
tant  "high"  p/es.  Stock  prices  to 
high  today?  Goldbugs  should  noti 
that  the  market's  current  value  divid 
ed  bv  the  price  of  gold  is  less  than  hal 
the  level  of  1929. 

Stocks,  of  course,  hit  a  much  highe 
peak  in  1929  than  ever  before — that' 
a  parallel  of  sorts.  But,  contrary  tc 
myth,  it  was  a  narrow  rally.  Smallei 
secondary  stocks  peaked  in  1928  anc 
did  litde  in  1929's  big-stock  peak ' 
Narrow  rallies  led  by  big  stocks  arc 
usually  a  warning  of  tough  time- 
ahead.  But,  confounding  the  pessi-j 
mists,  this  year  the  smaller  stocks  hit: 
exciting  new  highs  in  a  quite  broac. 
rally  encompassing  all   the 
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hbs  I 
'di. 
indexes  \ ; 
Unlike  in  1929,  big  stocks  have  been  idhidu 
the  laggards  this  year. 

In  1929  and  1930  few  people  were 
very  worried.  Today  you  can't  read  .  f -_-;:. 
paper  that  isn't  filled  with  gloom 
and-doom-slanted  stories. 

No,  it's  not  at  all  like  1929  32.  It'; 
still  fairly  early  in  this  bull  market 
Three  stocks  I  like  now:  Baldwh.- 
Technology  (5)  is  cheap  at  33%  ok  ^ 
revenue,  12  times  recession-slashed  ij.|w 
earnings  mk\  one  times  book  value— i 
yet  its  productivity  enhancing  prod* 
nets  for  printers  should  see  growing 
usage  in  the  mid  1990s,  cuss  />. 
has  been  cut  in  half  since  Februar)  . 
all  of  commercial  construction  haw  :. :: 
been  treated  as  if  it  had  the  plague 
But  1  think  it  can  earn  $25  million  ir 
1993  or  1994,  .\nd  the  w  hole  compa 
nv  is  valued  at  just  $100  millior 
now  —22%  of  revenue  mk\  85 
book  value.  Finally,  Ross  S 
o-t-c)  is  reasonably  valued,  has 
management  and  should  grow  mceh 
for  years.  Bm  all  thn  ■ 
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[Want  to  make  money  in  the  market? 
"igure  out  what  the  bulk  of  the  institutional 
investors  are  doing— and  do  the  opposite. 

lie  new 
odd-lotters 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 
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My  recent  column   on   investors' 

■ 

clubs  (Nov.  25)  clearly  struck  a  nerve: 
Could  it  really  be  true,  many  of  you 
wrote  to  ask,  that  these  groups  of 
individuals  have  done  so  much  better 
than  institutional  investors? 

The  answer  is  yes,  but  I  can  under- 
stand your  incredulity.  For  years  the 
odd-lotter,  proxy  for  the  smaller  in- 
vestor, was  reputed  to  be  the  bum- 
bling idiot  of  the  financial  world.  But 
get  ready  for  a  shock:  In  today's  mar- 
ket, institutional  investors  rather  than 
individuals  may  play  the  traditional 
odd-lot  role. 

The  odd-lot  theory  was  made  fa- 
mous by  Garfield  Drew,  the  publisher 
of  the  Drew  Odd  Lot  Studies  invest- 
ment letter.  Through  the  1950s  Drew 
was  reportedly  quite  successful  doing 
the  opposite  of  the  odd-lotters  when- 
ever they  were  particularly  bullish  or 
bearish.  But  beginning  in  the  early 
1960s  Drew's  approach  began  to  lose 
its  effectiveness.  When  he  sold  his 
service  in  1973,  he  is  said  to  have 
concluded  that  his  approach  had  be- 
come outmoded. 

He  was  right,  according  to  a  num- 
ber of  studies.  Whatever  success  do- 


ing the  opposite  of  the  odd-lotters 
might  have  had  in  the  1950s,  since 
then  you  would  not  have  beaten  the 
market  by  pursuing  such  a  strategy. 
Norman  Fosback  of  the  Institute  for 
Econometric  Research  has  written 
that  for  much  of  the  period  since  the 
1960s  "odd-lotters  have  been  among 
the  sawiest  traders  on  Wall  Street." 

And  their  place  apparently  has  been 
taken  by  the  supposedly  savvy  pros, 
the  institutional  investors.  They  have 
earned  the  ignominy  formerly  associ- 
ated with  being  called  an  odd-lotter 
because  a  much  smaller  proportion  of 
them  than  of  investors'  clubs  beat  the 
market.  Over  the  last  decade,  for  ex- 
ample, just  61  (or  19%)  of  the  327 
funds  in  the  Forbes  database  of  equi- 
ty mutual  funds  beat  Vanguard's  S&P 
500  index  fund. 

In  his  book  One  Up  On  Wall  Street, 
Peter  Lynch,  formerly  of  Fidelity's 
Magellan  Fund,  explained  why  the 
average  institutional  investor  doesn't 
beat  the  market:  Most  institutions 
operate  under  a  herd  mentality  or 
"group  think,"  almost  guaranteeing 
that  they  will  not  purchase  the  truly 
great  long-term  investments  (the 
"ten-baggers"  in  Lynch's  parlance). 
As  Lynch  baldly  concluded,  when  you 
ask  a  bank,  pension  fund  manager  or 
Other  institutional  investor  "to  han- 
dle your  investments,  mediocrity  is 
all  you're  going  to  get  in  a  majority 
of  the  cases." 

Is  there  a  way  of  exploiting  this 
knowledge  that  most  institutions 
won't  beat  the  market? 

Yes — the  mutual  funds'  cash-to- 
assets  ratio.  This  shows  whether  equi- 
ty mutual  funds  in  aggregate  are  bear- 
ish (holding  above -average  amounts 
of  cash)  or  bullish  (holding  below- 
average    cash).    The    overwhelming 


conclusion  of  extensive  studies  on  this 
indicator:  Do  the  opposite  of  the 
institutions.  Turn  bullish  as  the  funds' 
cash-to-assets  ratio  rises  to  very  high 
levels,  and  bearish  when  it  falls  to 
particularly  low  levels. 

For  example,  the  last  time  that  mu- 
tual funds  on  balance  were  excessively 
bearish  (that  is,  held  much  above- 
average  levels  of  cash)  came  a  little 
over  a  year  ago,  just  after  the  correc- 
tion induced  by  Iraq's  invasion  of 
Kuwait.  In  fact,  funds  were  more 
bearish  in  October  1990  than  they 
had  been  anytime  since  mid- 1982. 
Just  as  was  the  case  at  that  earlier  time, 
October  1990  was  a  splendid  time  to 
turn  bullish:  The  average  stock  is  up 
some  40%  since  then. 

And,  just  as  we  would  expect,  mu- 
tual funds'  cash-to-assets  ratio  has 
fallen  as  the  market  has  risen.  Cur- 
rently, that  ratio  stands  just  above 
neutral,  indicating  that  funds  hold 
only  a  slighdy  above-average  amount 
of  cash.  Consequendy,  we  can  con- 
clude that  the  stock  market's  upside 
potential  is  now  dramatically  less  than 
it  was  in  October  1990. 

Another  way  of  exploiting  the  fact 
that  Wall  Street's  institutional  inves- 
tors are  today's  odd-lotters:  Take  ad- 
vantage of  window-dressing — the  in- 
stitutions' habit  at  the  end  of  each 
quarter  of  dumping  stocks  that  have 
been  losers.  (Lynch  refers  to  this  prac- 
tice as  "burying  the  evidence.")  Ex- 
cellent long-term  holdings  can  be 
purchased  at  fire-sale  prices,  particu- 
larly at  the  end  of  the  year,  when 
institutional  window-dressing  is  most 
pronounced. 

Focus  during  the  last  few  weeks  of 
the  year  on  those  stocks  that  are  regis- 
tering new  52-week  lows.  Assuming 
their  fundamentals  are  still  attractive, 
chances  are  good  that  these  stocks  will 
bounce  back  in  early  January  once  the 
end-of-year  selling  pressure  is  re- 
moved. (Your  potential  profit  is  the 
greatest  in  non-blue-chip  stocks,  by 
the  way.  The  lower  liquidity  of  these 
issues  means  that  their  prices  will  fall 
the  most  in  December  as  institutions 
dump  them.) 

So  don't  fall  for  the  sales  pitch  that 
institutions  always  know  more  than 
you  do.  The  truth  is  that  you  could  be 
better  off  doing  the  opposite  of  what 
they  would  do  with  your  money  if 
they  got  their  hands  on  it.  MM 
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It  is  illegal  for  a  company  to  lie  to  investors. 
But  it  is  not  hard  to  mislead  without  lying; 
lots  of  companies  do  it. 

Weasel  words 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


If,  as  I  suspect,  the  euphoric  stage  of 
this  bull  market  has  ended,  investors 
in  some  of  the  flakier  growth  and 
concept  stocks  should  prepare  them- 
selves for  a  flurry  of  upbeat  company 
press  releases  aimed  at  moderating 
the  rapid  descent  of  the  companies' 
shares.  Many  of  the  releases  will  be 
downright  false,  misleading  and/or 
meaningless. 

It  is,  of  course,  illegal  under  the 
Securities  &  Exchange  Act  of  1934 
for  a  company  to  intentionally  and  in 
bad  faith  make  claims  that  are  false  or 
misleading.  But  the  standards  for 
conviction  are  very  exacting;  as  a 
practical  matter,  a  subtle  crook 
should  never  have  a  problem.  More 
to  the  point,  it  is  easy  for  creative 
hypesters  to  stay  within  the  law  be- 
cause investors  seem  to  salivate  over 
corporate  releases  that  are  basically 
meaningless  anyway. 

I  have  gone  through  a  number  of 
press  releases  issued  fairly  recently, 
looking  for  examples  of  meaningless 
language  that  is  meant  to  make 
shareholders  want  to  hold  on  to 
their  sinking  concept  stocks.  For 
purposes  of  illustration,  let's  tell  this 
linguistic  story  through  an  imaginary- 
company  I  will  call  Roweceleron 
Galactic,  Inc. 

The  stock  of  Roweccleron  Galactic 
lias  broken  from  38  to  24  during  the 
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market  slide  of  November.  The  com- 
pany has  a  market  value  of  S625 
million  but  is  without  operating  reve  - 
nues  or  tangible  assets;  in  early  1990  it 
sold  for  75  cents  per  share.  With  the 
share  price  dropping  back  toward  that 
level,  Roweceleron's  management 
knows  that  it  must  tell  investors  some- 
thing encouraging  but  also  stay  out  of 
jail.  So  it  fills  its  press  releases  with 
empty  aphorisms  like  the  following: 

Strategic  alliance:  "Today  Rowe- 
celeron  Galactic  announced  that  it  has 
formed  a  strategic  alliance  with  a  ma- 
jor Japanese  company.  The  specifics 
of  the  alliance  are  of  a  highly  sensitive 
nature  and  will  be  released  at  the 
company's  annual  meeting  next 
May."  Now  let's  read  between  the 
lines.  Strategic  alliances  are  big  these 
days  and  set  investors'  hearts  aflutter. 
In  point  of  fact,  these  "alliances"  are 
frequently  nothing  more  than  garden 
variety  contractual  relationships — a 
product  license,  say,  or  agreement  to 
jointly  distribute  a  product. 

New  product  is  shipped:  "Today 
[trills  the  press  release]  Roweceleron 
Galactic  announced  that  it  had 
shipped  its  first  prototype  Celeron 
Multi-Port  Processor  to  Boeing  for 
testing  and  evaluation.  The  Celeron 
Multi-Port  Processor  is  valued  at  S27 
million.  At  the  completion  of  the 
Phase  II  production  ramp-up  in  the 
third  quarter  of  1992,  the  company 
estimates  that  it  will  ship  30  Multi- 
Port  Processors  per  month."  Reading 
between  the  lines:  The  company  may 
have  shipped  the  pr(xessor,  but 
Boeing  did  not  ask  for  it  and  docs  not 
know  what  to  do  with  it. 

Meaningful  joint  venture  discus- 
sions: "Today  Roweccleron  Galactic 
announced  that  it  had  entered  into 
meaningful  joint  venture  discussions 
with  IBM."  Between  the  lines:  IBM  ,\nd 
most  other  companies  trving  to  make 
money  in  difficult  times  are  willing 
right  now  to  talk  to  anybody,  even 


Roweceleron  Galactic.  "Meaning- 
ful" is  usually  so  in  the  mind  of 
management.  And  even  if  Rowecel- 
eron were  making  up  the  joint  ven- 
ture talks,  it  is  unlikely  that  IBM  would 
go  to  the  trouble  of  issuing  a  denial. 

In  the  following  weeks,  as  its  cash 
balances  and  its  share  price  shrink, 
Roweceleron  Galactic  issues  still 
more  releases  announcing  things  like 
"original  equipment  manufacturing 
(OEM)  agreements,"  "nonbinding  li- 
censing agreements,"  "dual  market- 
ing agreements"  and  so  forth.  All  of 
these  terms  sound  far  more  exotic 
and  meaningful  than  they  really  are. 
An  OEM  agreement  basically  says  that 
both  companies  agree  that  Rowecel- 
eron will  sell  the  Multi-Port  Proces- 
sor to  the  agreeing  company  at 
wholesale  rather  than  retail.  And  any 
agreement  that  is  nonbinding  isn't 
worth  very  much. 

When  the  meaningless-phrase  cup- 
board is  bare,  desperate  manage- 
ments will  sometimes  trot  out  this  old 
faithful:  Maximize  shareholder  value. 
"Today  Roweceleron  Galactic  an- 
nounced that  its  Board  of  Directors 
had  unanimously  voted  to  retain  an 
investment  banker  in  order  to  pursue 
alternatives  for  maximizing  share- 
holder value.  'At  these  levels  S 1 1  . 
the  Board  considers  Roweceleron  Ga- 
lactic shares  absurdly  undervalued 
and  will  consider  all  of  its  options, 
including  the  outright  sale  of  the 
company,'  stated  Chairman  and  Chief 
Executive  Officer  F.E.  Rowe.  Tn  my 
opinion,  our  technology  alone  is 
worth  more  than  S20  per  share.'  ' 

The  reality,  of  course,  is  that  the 
Roweceleron  shares  are  word] 
shareholders  will  discover  if  the  in- 
vestment banker  is  actually  hired,  and 
if  he  really  does  trv  to  rind  a  buyer  for 
the  company. 

In  a  euphoric  bull  market  like  the 
one  earlier  this  year,  hvpc  docs  move 
stocks.  Witness  the  still  crazy  valua- 
tions of  the  biotech  (FORI 
and  medical  technology  groups.  But 
in  a  selective  or  bear  market,  h 
loses  its  boosting  power.  If  you  own 
shares  o\\\  hot  little  concept  company 
and  vou're  counting  on  press  rele. 
and  crowd  psychology  to  push  the 
stock  higher  tor  keep  it  from  drifting 
lower),  my   advice   is  to  think  \crv 
seriously  about  getting  out  while  you 
still  can.  ■ 

Forbes  ■December  23,  l*»l 
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The  Fed  has  a  message  for  all  you  cautious  investors: 
If  you  want  a  return  on  your  money  you  are 
going  to  have  to  take  a  modicum  of  risk. 

No  risk, 
no  reward 


BY  MATTHEW  WINKLER 


Matthew  Winkler  is  editor-in-chief 
of  Bloomberg  Business  News. 


One  of  the  most  asked  questions  by 
investors  these  days  is:  What  should  I 
do  with  the  money  when  my  older 
«  high-interest  CDs  mature?  More  than 
$100  billion  of  CDs  recently  matured, 
and  about  $1.6  trillion  are  still  out- 
standing, according  to  the  Federal 
Reserve  Board.  Rolling  them  over  for 
nine  months  will  get  you  about  4.8%. 
Three  and  six  months?  Try  4.8%.  For 
investors  accustomed  to  7%,  and  even 
more,  this  is  a  real  shock. 

To  put  it  bluntly:  If  you  roll  over 
your  money  into  new  CDs,  you  will 
have  little  or  no  return.  For  an  inves- 
tor in  the  31%  tax  bracket,  a  5%  yield 
nets  out  under  3.5%.  The  annual  rate 
of  inflation  is  hovering  at  3%. 

What  to  do? 

Well,  the  Fed,  in  its  subtle  way,  is 
trying  to  tell  you  that  CDs  aren't  the 
answer  right  now.  To  get  the  econo- 
my moving  again,  the  Fed  has  re- 
duced short-term  interest  rates  to 
their  lowest  levels  in  15  years.  In  so 
doing  it  has  made  the  safety  sanctuary 
of  CDs  quite  unattractive. 

The  Fed  is  saying,  in  effect:  Get  out 
there  and  take  a  little  risk  if  you  want  a 
return  on  your  money. 

That  doesn't  mean  you  should 
jump  into  junk  bonds  or  snap  up  the 
latest  initial  public  offering.  There  are 


plenty  of  creditworthy  substitutes 
among  corporate,  Treasury  and  mu- 
nicipal bonds,  utility  stocks  and  mu- 
tual funds  that  package  these  invest- 
ments. The  Fed  has  made  it  easier  to 
take  some  risk  and  forage  for  higher 
yields  because  the  reward  for  doing  so 
is  as  great  as  it  has  ever  been. 

How's  that? 

The  yield  gap  between  three - 
month  Treasury  notes  and  30-year 
government  bonds  has  widened  to 
more  than  three  percentage  points, 
from  1 .2  percentage  points  a  year  ago. 
This  spread  would  be  even  bigger  if 
the  Treasury  didn't  have  to  sell  so 
many  T  bills  to  help  finance  a  variety 
of  deficits,  including  the  monumental 
thrift  bailout.  The  current  spread  be- 
tween 2 -year  Treasury  notes  yielding 
5.33%  and  5-year  notes  yielding 
6.42%  is  so  large  historically,  it  more 
than  compensates  for  the  risk  of  ex- 
tending the  maturity  by  3  years. 

At  the  moment,  common  sense 
dictates  that  investors  purchase  long- 
er-maturing securities.  It's  the  differ- 
ence between  wearing  a  belt  and  sus- 
penders, and  just  wearing  a  belt.  For 
example,  $250,000  invested  in  one- 
year  T  bills  will  earn  $11 ,679  by  Oct. 
22,  1992.  Putting  the  same  amount 
into  five-year  Treasury  notes  will  re- 
turn $15,574  during  the  same  period. 
Assuming  a  31%  tax  rate,  the  aftertax 
return  from  the  T  bills  is  $8,409.  For 
the    five-year    notes,    it's    $10,702. 

Right  now,  the  ratio  between  long- 
term  rates  and  short-term  rates — 30- 
year  Treasury  yields  divided  by  three- 
month  T  bill  yields — is  as  large  as  it 
has  ever  been.  That's  an  indication  of 
the  reward,  for  investing  in  a  longer 
maturity. 

Buying  longer-term  securities  isn't 
the  only  way  to  get  a  yield  boost. 


Municipal  bonds  are  an  attractive  al- 
ternative. Why?  Because  yields  on  tax- 
exempt  bonds  haven't  declined  as 
much  as  Treasurys  this  year.  Last  Jan- 
uary,  for  example,  municipal  bonds 
due  in  one  year  yielded  80%  of  one- 
year  T  bills.  Today,  they  provide  97% 
of  the  yield  of  one-year  T  bills. 

South  River,  N.J.  recently  sold 
some  insured  AAA-rated  6.3%  general 
obligation  bonds  due  in  October  next 
year.  The  yield  on  the  bonds  initially 
was  about  4.3%,  or  an  equivalent  of 
6.233%  on  a  comparable  taxable 
bond,  assuming  a  31%  tax  rate.  An 
investor  who  bought  $250,000  of  the 
South  Rivers  will  earn  $1,700  more 
than  someone  who  bought  the  same 
amount  of  one-year  T  bills. 

Similarly,  there  are  so-called  re- 
fundable corporate  bonds  that  cur- 
rently serve  as  higher-yielding  alter- 
natives to  T  bills  and  bank  CDs.  Al- 
though these  seasoned  utility  and 
telephone  company  bonds  have  long- 
dated maturities,  they  also  include 
provisions  enabling  the  issuer  to  re- 
fund the  bonds  by  using  the  proceeds 
of  new  offerings  to  redeem  the  older 
ones.  That  means  an  investor  can  buy 
some  of  these  bonds  and  collect  cou- 
pons as  high  as  10.75%  until  the 
bonds  are  refunded.  The  actual  yield 
on  these  corporate  bonds  will  be 
about  5.5%  or  6%  because  an  investor 
pays  a  premium  to  get  them.  Never- 
theless, the  yield  still  is  about  a  per- 
centage point  higher  than  money 
market  securities. 

Buying  stocks  while  the  economy 
limps  out  of  recession  may  be  too 
risky  for  your  taste.  But  utility  stocks, 
which  currently  pay  dividends  of 
about  5.5%,  are  a  good  substitute  for 
money  market  securities.  They  have 
the  advantage  of  providing  the  addi- 
tional return  of  equity  appreciation, 
and  they  rarely  bring  the  investment 
bumps  of  economic  cycles. 

Just  remember,  the  Fed  favors  the 
risk  takers.  It  wants  to  make  amends 
for  helping  the  economy  slide  into 
recession  last  year.  Between  the  sum- 
mer of  1988  and  the  summer  of  1989, 
the  Fed  worried  enough  about  infla- 
tion that  it  tightened  credit. 

Now  preoccupied  with  jump-start- 
ing the  economy,  the  Fed  wants  in- 
vestors to  forget  the  recession  and 
stop  worrying  about  tomorrow.  No 
risk,  no  reward.  IB 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)-including  some 
very  famous  names 
-which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance 
of  my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


#1  IN  PROFITS,  with  a  581.5%  total 
return,  for  the  whole  11  years  through 
6/91  among  all  advisory  services 
tracked  by  Hulbert. 
(Past  results  do  not 
guarantee  future 
results.)  Call  today  for 
bonus  Performance 
Ratings  and  gift  book 
with  your  Zweig  Fore- 
cast trial.  Time  is 

cruciaL  EXTRA  BONUS 

Three-Month  Trial  $55, 

One  Year  $265.  Visa/MC. 

1-800-535-9649  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


STOCK 

RECOMMENDATIONS 

ON  CASSETTE! 


No  time  to  read 
stock  reports? 
We  will  supply 
you  with  our 
stock  recommen- 
dations on  cassette,  so  you 
can  listen  while  driving  or 
whenever  you  please. 

STOCKS  TO  BUY 
NOW... 

If  you  want  to  hear,  or  read, 
what  stocks  Andrew  Lanyi's 
customers  are  buying  now, 
please  call  us  toll-free  at 
1-800-526-9401. 

Minimum  account:  $50,000. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York,  NY  10022 


IMMEDIATE 
CASH 

FOR YOUR 

SLOW  PAYING 

ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 

417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


INVESTMENT  BOOKS 


What  you  don't  know  about 
investing  could  fill  a  book... 


The  1992  Supertrader  s  Alman 


BUSINESS  OPPORTUNITIES 


THE  LAST  FRONTIER  IN 
'BEER  DISTRIBUTORSHIPS" 


In  Japan:  On  sidewalks 

everywhere  machines  offer 

cigarettes,  soft  drinks,  and  beer. 

New  technology  now  makes 

beer  vending  legal  in  the  U.S. 

Investments  from  $15k  to 

$1  million  Must  qualify. 

Call  7  days  (BOO)  933-4677. 


by  Frank  A.  Taucher 
Free  brochure        800-878-7442 


INCORPORATE  IN  DELAWARE! 

Specialists  in  salting  up  Delaware 
Corporations.  General,  Aircraft. 
Boat  &  Shelf  Corporations. 

Call  Write  for  FREE  KIT: 

P.O.  Box  464-FB 

Wilmington.  DE  19899 

800-321 -CORP  •  302-652-6532 


Receive  Value  Line 

for  only  $£5: $5 5 


An  Introductory  subscription  to  The  Value  Line 

Investment  Survey  brings  you  the  2000- page  Investors 

Service- Value  Line's  most  recent  Ratings  and  Reports  on  1700 

stocks.  You  will  also  receive  analyses  ofabout  130  stocks  each 

week  for  10  weeks  for}585"  $55.  Available  only  once  every  two  years 

to  any  household.  SPECIAL  BONUS:  With  your  subscription  you 

will  also  receive  the  J  K.  Lasser's  "Tour  Income  Tax  1992  " 

(Retail price  $14.00)  covering  •  Year  Round  Financial  Planning  • 

Free  Tax  Update  Supplement  •  24  hours  Tax  Update  Hotline  • 

Income  Tax  Forms  and  Worksheets... (available  while  supplies  last!- 

Your  subscription  to  Value  Line  may  be  tax-deductible.  Consult 

your  tax  advisor.  Send  check  or  money  order  along  with  name. 

address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  316H23I  American  Express.  MasterCard  or 
Visa.  24  hours  a  day.  7  days  a  week.  30  day  Money-Back 
Guarantee.  Allow  4  weeks  for  delivery.  NY  residents  add    ^m 
sales  tax.  Foreign  rates  upon  request. 

.The  Value  Line  Investment  Survey*. 
711  3rd  Avenue  NY.  NY 
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Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  33403 
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The  Compact  Payphone  Specialists 

JaparTs  leading  pa\phone  is  making 
giant  mi  ides  in  the  l  S  Owner 
operators  are  enjoying  Big  PTotits  in 
company  established  locations.  Com- 
plete turnke>  operation  Minimum 
investment  S22.500  Interest  tree 
financing  lot  expansion 

Call  l-800-«W<M(Wj 
i.T.C.  LTD. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  ■  DOCTORATE 


Html 

Pacific  Wostcrn  Iniven 


$  over  onebil  lion  $  |  k  FREE  COLLEGE  TAP, 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

yfclxll^.   No  Brokerage  Fees 
■  V'       V  Buy.    Sell 
V^jy    1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


•  EXTERNAL  DEGREES  • 
TOLL  FRII 14  hra.  (100)  7S»-0O0S 
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FRANCHISING 


VOICE  MAIL 


GOLF  VACATIONS 


Franchise 

your  business! 

■  For  the  expert  help  you  need 
to  become  a  franchisor, 
(call  the  franchise  specialists. 

Frcincorp 


New  York  Chicago         Los  Angeles 

7J7  P»ti  Avenue  20200  Governors  0(i«      603}  W  Century  Blvd 

New  York    NT  10017     Olvmpu  FiHdi    IL  60461    lot  Angrle*   CA  9Q0« 
(212)9223600    (708)481-2900     (213)338-0600 

1-800-877-1103 


DO-IT-YOURSELF 
FRANCHISE  KIT 


Just  released,  the  only  low- 

eost  easy  way  tc  Franchise 

your  business.  Free  info  call! 

1-800-444-4199 


BUSINESS  SERVICES 


RESEARCH  REPORTS 

19,278  academic  topics  available! 

Send  $2.00  for  the  272-page  catalog. 

Custom-written  reports  also  available. 

■f  SEARCH  ASSOTANCE 

11322  Idaho  Ave.,  #206FM, 

Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 

(California:  213-477-8226) 


FURNITURE 


Stand  for  <  success 

with  our  max niftcaru    Ergonomk 
Stand-Up  Desks 

•  Think  belter  •  Work  bertcr 

•  Feel  Tiller  •  Makes  a  greal  gift! 

/( worM/tr  (  »./r Hi//,  Hmingwty, 
Fwtifurur.  Jtffrnon  and  mmny  eiktn 

For  taulog 

Interthor     roe-Mi- 1270 
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MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce . 

HOUSE  OF  ONVX 

One  Main  Street 

Greenville,  Kentucky  4234S 

TOLL  FREE  1-800-426-8352 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Sound  like  A  MILLION  BUCKS! 


YOUR 
MESSAGE 
THRU! 


/     VOICE  MAIL 
*T      CALL  PROCESSING 

Let  Voice  Solution  transform  your 

PC/XT/AT/386  into^j^ulti-line  voice 

g      processing  commarW  center.  Have 

your  computer  intelligently  pro- 

a  cess  your  sales,  inquiries  and 

<>«'        messages.  Complete  package. 

i  4lhgle  Line  (agmouttt) .  .$295.00 
%    Mufti-Line $995.00 


(Developer/OEM  packages  available) 

VISA  •  MC  -  AMEX  -  COD 

Call:  (510)  522-3800 

FAX:  (510)  522-5556 


TALKING  TECHNOLOGY,  INC. 

11 25  ATLANTIC  AVE   •  ALAMEDA.  CA  94501 


EXECUTIVE  GIFTS 
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Executive  BackChair 


Engineered  for 
customized  orthopedii 
support  to  prevent 
and  relieve  back  pain. 


•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


Rn^Lf^av'^r     FREE  Color  CatiJos 
PdlKjaver     i.S0O-2Sl-222S  or  write 

53  Jeffrey  Ave .  Depl  WF..  Hollislon.  MA  01746 


INVESTMENT  SEMINARS 


HOTEL  &  RESORT 
ADVANCED  SEMINAR 


Early  '92  in  Costa  Rica 

Featuring 
•  Outstanding  10  day  program 

•  Tax  shelters  •  New  tourism 
•  Booming  opportunities 

•  Field  trips  •  Island  cruise 

•  For  pros  or  those  who  want 
to  become  professionals  in 
Resort  Development  or  Mgt. 

Costa  Rica  The  Peaceful 

Stable  Country  Offers 
Ground  Floor  Investment 

Opportunities 

For  free  seminar  brochure 

Call  1-800-232-6959 

or  Fax  305-452-2822  (Florida) 


J  Sam  Snead  •  Dave  Eichelberger  •  Gibby  Gilbert  •  Jerry  Heard 
J.C.  Snead  •  Gary  Koch  •  Bill  Krarzert  •  Larry  Laoretli  •  And  More 


This  year,  instead  of 
watching  the  tour,  play 
on  one.  Play  golf  and 
socialize  with  the  PGA 
and  SENIOR  PGA  TOUR 
stars  of  past  and  pre- 
sent, from  January  15 
to  January  19,  1992  of 
the  Marriott  Sawgrass 
Resort—  Home  of  the 
TPC  Player's  Champion 


';'/>     FANTASY  g  I 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
"IRDS 


•  16"  to  22"  models  ore  hand- 
aofted  from  solid  mohogany  with 
handpomted  markings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1  800  950-9944 


PACIFIC 


WOMB'S  IMMNCMMDB 

OfRNE 

AtioscuunvKS 

U?$5Nor*79lkStr«l 
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The  Buffalo  Runners,  Big  Horn 
Basin  by  Frederic  Remington 

Includes  story  booklet  and  custom  gift 
presentation.  Touring  America  Guild,  Inc. 
P.O.  Box  275.  Palmer,  Texas  75152 
1-800  541-8058     Free  color  brochure 


COMPUTERS 


wTmflRYmflc 


INDUSTRIESINC 


Our  15th  year  of  DISCOUNTS 

Tandy®  Computers 

Radio  Shack®  phones ...  and  more 

Toll  Free  800-231-3680 

22511  Katy  Fwy  Katy  (Houston)  TX  77450 
1-713-392-0747     Fax  (713)  574-4567 


ship  and  the  famous 
1 7th  Hole  Island  Green. 
$4,995  includes  resort 
lodging,  golf  with  the 
pros,  meols,  clinics, 
entertainment,  airport 
limousine,  prizes  and 
much  more.  With  over 
100  PGA  TOUR  victories, 
the  pros  are  now  ready 
to  challenge  you. 


GOLF  GIFTS 


You  give  us  the  photo  or  logo, 
we'll  put  it  on  the  ball ! 


Send  us  any  color  or  b&w  photograph  or 
logo.  Your  photo 
^^^^^^        "or  artwork  is 
^^fl         ^^         resized  and 

\^a>  imprinted  in 
b&w  on 
Spalding<® 
fl  golf  balls 
J  with 

■  If  unsurpassed 
v  clarity.  9  day 
*  turnaround. 


*^, 


$29.95 

dozen  plus 
$5.00  P/H 


VISA  /  MasterCard 


Checks  payable  to: 
GctfShots 

Riverbend  Office  Park 

Suite  020 

9  Galen  Street 

Watertown,  MA  02172 

(617)  926-0940  Ext  7 


Designate  section  of  photo  to  be  imprinted  on  ball. 


HEALTH/FITNESS 
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Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
is  Jitness  to  go" 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 

1421  S.PARK  ST. 

MADISON,  Wl  53715 

Made  in  the  USA 
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Drug  deal 

In  September  American  Home  Prod- 
ucts Corp.,  the  $7.1  billion  (estimat- 
ed sales)  manufacturer  of  health  care 
and'food  products,  agreed  to  buy  60% 
of  $85  million  (estimated  sales)  Ge- 
netics Institute  Inc.,  a  Cambridge, 
Mass. -based  biotech  concern,  for 
$666  million.  The  deal  is  expected  to 
close  in  January. 

George  Whiteside,  an  Austin,  Tex.- 
based  investment  manager  for  Hous- 
ton's Masterson  Moreland  Sauer 
Whisman,  likes  the  looks  of  the  Ge- 
netics Institute  stock  that  will  remain 
in  public  hands  after  the  deal  closes. 
Here's  why: 

The  complicated  agreement  has 
two  stages.  In  the  first  stage,  Ameri- 
can Home  will  acquire  40%  of  Genet- 
ics' existing  common  shares  from  the 
public  for  a  package  of  cash  and  new 
Genetics  Institute  stock;  this  package 
is  valued  at  $50  per  Genetics  share. 
American  Home  also  will  pay  $300 
million  in  cash  for  9.5  million  new 
Genetics  shares.  After  the  smoke 
clears,  American  Home  will  own  60% 
of  Genetics  Institute's  27.8  million 
fully  diluted  shares  outstanding. 

The  agreement  further  stipulates 
that  American  Home  can  buy  up  to 
15%  of  Genetics'  stock  in  the  open 
market.  That  could  bring  American 
Home's  stake  to  75%. 

Under  the  second  stage  of  this  deal, 
American  Home  has  an  option  to 
make  a  cash  tender  offer  for  whatever 
shares  remain  in  public  hands.  It  can 
redeem  the  stock  at  any  time  through 
Dec.  31, 1996.  The  redemption  price 
on  the  stock  starts  at  $50  per  Genetics 
share  when  the  deal  closes,  and  in- 
creases at  roughly  $1.85  a  quarter 
between  then  and  the  end  of  1996. 
Final  redemption  price  after  19  quar- 
ters: $85. 

Suppose,  says  Whiteside,  you  buy 
1,000  shares  of  Genetics  right  now. 
The  stock  is  currently  trading  at  ?>7Va 
o-t-c  (down  from  62 !/2  earlier  this 
year),  so  your  cost  would  be  $37,250. 
Assuming  the  deal  closes  next  month, 
American  Home  will  pay  von 
$20,000  cash  up  front  for  40%  (400  J 
ot  your  shares.  You'll  be  left  with  600 
shares;  the  cost  on  them  will  be 
$17,250— or  $28.75  apiece. 

Still  wnh  us?  Now  suppose  that 
American  Home  decides  to  exercise 
its  option  to  acquire  the  rest  ofGenet 
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ics'  publicly  owned  stock,  say,  three 
years,  or  12  quarters,  down  the  road. 
By  then,  the  redemption  price  will 
have  risen  to  about  $72.  At  that  price, 
investors  would  make  some  33%  a 
year  compounded  on  their  remaining 
investment. 

What  if  American  Home  does 
nothing  at  all?  Whiteside  still  likes 
Genetics  stock,  on  the  grounds  that 
with  its  new  financial  backing,  the 
biotech  outfit  could  develop  some 
winning  products  that  a  powerhouse 
like  American  Home  would  then  be 
able  to  bring  profitably  to  market. 

Singular  Singleton's 
Teledyne 

Teledyne  Inc.,  the  $3.3  billion  (esti- 
mated sales)  conglomerate  founded 
in  1960  by  Henry  Singleton,  is  a 
remarkable  company.  Singleton,  still 
chairman  at  75,  excels  at  financial 
engineering,  a  skill  that  has  rewarded 
investors  mightily.  Singleton  expand- 
ed by  acquiring  businesses  with 
strong  cash  flows.  From  1970  to 
1984  he  tapped  this  to  shrink  Tele- 
dyne's  capitalization  by  82%.  During 
the  period  the  NYSE  stock  rose  from  $2 
to  $250.  (That's  a  41%  annual  com- 
pound return.) 


Henry  Singleton  of  Teledyne 
Another  buyback  in  1993? 


Then,   between    1984   and    L990, 
I. os  Angeles  based  Teledyne  spun  off 
several  businesses,  including  M\  cnvi 
ronmcntal  division  and  Insurers  At  go 
naut  Group  and  Unitrin  (Forbes, 


to  sell 


iJBmin! 


Dec.  9).  In  early  1990  the  stock  spli 
five-for-one.  There  are  55.4  millioi 
shares.   Singleton  owns   13%;  otho.  : 
insiders  own  or  control  14%.  Lo -'-:: 

The  stock  sold  for  S35  at  the  split 
but  with  many  of  Teledyne's  opera 
tions  hurt  by  the  recession,  it  has  since 
slid  to  a  recent  20%.  Analyst  Davie 
Moore  of  Donaldson,  Lufkin  &  Jen 
rette  says  it's  a  buy  at  these  levels 

Moore  points  out  that  Teledyne  i 
getting  rid  of  24  divisions  with  sales  olij 
S500  million.  Over  the  last  three  yeanifottentf 
it  also  has  taken  SI 70  million  irrwiss0 
charges  related  to  fixed-price  defense  lion  ( 
contracts.  Meanwhile,  Teledyne  ha<Korp,$ 
spent  more  than  SI 40  million  in  thcnl^ 
last  four  years  to  expand  by  over  25%" 
the  capacity  of  its  specialty  metals)  Corp.  I 
operations.  These  should  enjoy  good*  locbas 
leverage  in  a  recovery.  i  rental 

Excluding  nonrecurring  expenses    But  a! 
and  charges,  Moore  estimates  that :.:  "--'; 
Teledyne  will  earn  S2  a  share  in  199 1  ^  xmccra 
down  from  S2.70  in  1990.  But  next 
year  he  expects  earnings  to  recover  toi  jirstFec 
$2.45.  Straws  in  the  wind:  Last  quar-  : 
ter,  cash  rose  S36  million,  to  $228)  )akiaa 
million  ($4  a  share).  Prepaid  taxc*. 
increased  S80  million,  much  of  which!  Kton 
will  eventually  be  recouped  in  cash   ;  ::t 
flow.   Moore  also  notes  that  Tele-     Abu 
dyne's  pension  hind  is  overfunded  by  junks 
$725  million,  or  S13  a  share. 

Moore  thinks  that  by  the  end  ot 
1993  Teledyne  will  have  slashed 
$498  million  of  long-term  debt  sub- 
stantially and  still  wind  up  with  SI 55 
million  of  cash  in  the  till.  Knowing 
Singleton,  he  wouldn't  be  surprised 
by  another  big  stock  buyback  some- 
time in  1993. 

Moore  predicts  Teledyne  stock  w  ill 
go  to  27  over  the  next  12  months,  and 
hit  35  in  1993. 
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Danger  signals 

While  he's  bullish  on  Teledyne, 
Dl  i's   Moore   recentrj    lowered   his 

1992  earnings  estimates  for  10  of  the 
24  conglomerates  he  follows.  A  num- 
ber o\  these  companies,  including 
Rockwell  International,  \  \K  ,  in  m\k\ 
AJco  Standard,  have  rccenth  made 
very  cautious  comments  about  next 
year's  prospects 

Moore  agrees.  1  le  notes  that  profit 
ability  is  again  eroding  in  some  ot  the 
conglomerates'  major  end  markets 
commercial     construction,    dc' 

Focbesa  December  23.  1^1 
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mergy  equipment  and  European 
tutomotive  industries.  Moreover,  the 
onglomerates  have  pretty  much  ex- 
hausted their  cost- cutting  options. 
>tocks  that  Moore  thinks  are  vulnera- 
ble to  selling  pressure  are  Allied-Sig- 
lal  (recent  price  of  39%),  trw  (35%) 
ind  Johnson  Controls  (31  Vb). 

Buying  opportunities 

Goldman,  Sachs  analyst  Robert 
Hottensen  Jr.  has  been  singing  the 
praises  of  three  thrift  stocks — $3.3 
billion  (assets)  FirstFed  Financial 
Corp.,  $2.8  billion  Washington  Fed- 
eral Savings  &  Loan  Association  and 
$25  billion  Golden  West  Financial 
Corp.  Despite  the  s&L  crisis,  their 
stocks  as  a  group  have  climbed  nearly 
sevenfold  since  1983. 

But  after  a  runup  earlier  this  year, 
the  three  have  traded  off.  Hit  by 
concerns  about  the  faltering  Califor- 
nia economy,  Santa  Monica-based 
FirstFed,  recendy  183/4  on  the  NYSE,  is 
down  30%  from  its  12 -month  high; 
Oakland-based  Golden  West  has  fall- 
en 21%,  to  35.  Seattle-based  Wash- 
ington Federal,  meanwhile,  has 
dropped  4%,  to  36%  on  the  o-t-c. 

A  buying  opportunity?  Hottensen 
thinks  so.  "These  thrifts  have  merely 
to  stick  to  what  they  have  been 
doing,"  he  says,  "and  their  stocks  will 
do  very  well  in  the  coming  years." 

By  sticking  to  local  lending  and 
deposit  taking,  the  trio  have  consis- 
tendy  produced  superior  returns  on 
both  assets  and  equity.  Because  of 
strict  underwriting  standards  and 
conservative  residential  lending,  their 
nonperforming  assets  represent  far 
less  than  2.25%  of  total  assets,  well 
below  the  industry  average.  Mean- 
while, their  capital  ratios  are  signifi- 
cantly above  the  industry  at  large. 
And  their  ratios  of  expenses-to-assets 
have  continually  fallen. 

FirstFed  (Forbes,  Nov.  25)  rein- 
vests all  its  earnings,  which  Hottensen 
estimates  at  $3.35  a  share  next  year. 
The  stock  sells  for  just  six  times  his 
1992  earnings  projection.  Hottensen 
thinks  Golden  Wes^  will  earn  $4.25  a 
share  next  year,  which  puts  the  stock 
at  eight  times  anticipated  1992  ear 
ings.  Finally,  Washington  Federal 
trades  for  ten  times  the  $3.55  a  share 
Hottensen  expects  it  to  earn  next 
calendar  year.  -Ignatius  Chithelen 

Forbes  ■  December  23,  1991 


"This  is  the  way  you  always 
imagined  the  South  Pacific 


jlj  Andrew  Harper's 

exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
>tic  Fiji  Island  paradise 


It's  the  vacation 
of  a  lifetime  for 
$2,100  a  week! 

^^aken  as  a  whole,  Fyi  is 
I       'perhaps  the  most  idyllic  and 
//I         hospitable  archipelago  in  the 
B  B I         South  Seas,  its  essence 

JL*.     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells — 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific. .  ■  ■ 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 
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Address 
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Lincoln  Center  applauds  Consolidated  Corporate  Fund  Supporters 


1991-92  Lincoln  Center 
Consolidated  Corporate  Fund 
Leadership  Committee 

Committee  Chairman 
Richard  S.  Braddock,  President 
Citibank,  N.A. 

Paul  A.  Allaire,  Chairman 
Xerox  Corporation 

Junichi  Amano,  President 
Mitsui  &  Co.  (U.S.A.),  Inc. 

Charles  B.  Benenson,  President 
Benenson  Capital  Company 

Frank  A.  Bennack,  Jr.,  President 
The  Hearst  Corporation 

Theodore  H.  Black,  Chairman 
Ingersoll-Rand  Company 

Daniel  B.  Burke,  President 
Capital  CitieslABC,  Inc. 

Willard  C.  Butcher,  Former  Chairman 

of  the  Board 
The  Chase  Manhattan  Bank,  .V..4 . 

Robert  A.  Cohen,  Executive  Vice  President 

and  General  Manager 
Credit  Lyonnais 

D.  Ronald  Daniel,  Director 
McKinsey  &  Company,  Inc. 

Martin  S.  Davis,  Chairman 
Paramount  Communications  Inc. 

William  C.  Ferguson,  Chairman 
NYNEX  Corporation 

Edward  S.  Finkelstein,  Chairman 
R.H.  Macy  &  Co.,  Inc. 

Richard  V.  Giordano,  Chairman 
The  BOC  Group,  Inc. 

Maurice  R.  Greenberg,  Chairman 
American  International  Group,  Inc. 

II  John  Greeniaus,  President 
Nabisco  Brands,  Inc. 

Alberto  Ibarguen,  Senior  Vice  President 
New  York  Newsday 

Melvin  Jacobs,  Chairman 
Saks  &  Company 

John  E.  Klein,  President 
Bunge  Corporation 

Erich  Krampe,  President 
Mercedes-Benz  of  North  America,  Inc. 

Jon  C.  Madonna,  Chairman 
KPMG  Peat  Marwick 

Peter  L.  Malkin,  Senior  Partner 
Wien,  Malkin  &  Bettex 

John  P.  Mascotte,  Chairman 
The  Continental  Corporation 

Edmund  T.  Pratt,  Jr.,  Chairman 
Pfizer  Inc 

James  J.  Schiro,  Vice  Chairman, 

Metropolitan  Region 
Price  Waterhouse 

Walter  V.  Shipley,  Chairman 
Chemical  Banking  Corporation 

Carl  Spielvogel,  Chairman 

Backer  Spielvogel  Bates  Worldwide,  Inc. 

Thomas  W.  Strauss 

Frank  J.  Tatro.  Chairman 

Marsh  &  McLennan  Companies,  Inc. 

Marvin  S.  Truuh.  Chairman 
Hloomingdale's 

Pierre  de  Week.  Executive  Vice  President 

North  America 
I'nion  Hank  tifSicit:erland 

Ex  Officio: 

George  Weissman,  Chairman 
Lincoln  Center,  Inc. 

Nathan  l.evcnthal,  President 
Lincoln  Center.  Inc. 
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Outstanding  Leadership 
$150,000  and  more 

Bristol-Myers  Squibb  Company 
Philip  Morris  Companies  Inc. 

Kraft  General  Foods 

Miller  Brewing  Company 
Real  Estate  and  Construction  Council 
The  Starr  Foundation 

Grand  Leadership 
$100,000  and  more 

Capital  Cities/ABC,  Inc. 

The  Chase  Manhattan  Bank,  N.A. 

Chemical  Banking  Corporation 

CITIBANK 

Consolidated  Edison  Company  of 

New  York,  Inc. 
William  Randolph  Hearst  Foundation 
IBM  Corporation 
J.P.  Morgan  &  Co.  Incorporated 
New  York  Telephone  Company/ 
NYNEX  Fonndation 
The  New  York  Times  Company 

Fonndation,  Inc. 
Paramount  Communications  Inc. 

Distinguished  Leadership 
$75,000  and  more 

CBS  Inc. 

Drexel  Burnham  Lambert  Fonndation 

Manufacturers  Hanover  Trust 

Leadership 
$50,000  and  more 

American  Express  Company 
The  Continental  Corporation 

Foundation 
Merrill  Lynch  &  Co.  Foundation,  Inc. 
Metropolitan  Life  Foundation 
The  Pfizer  Foundation 
RJR  Nabisco 
The  Rockefeller  Group 

Pacesetters 
$25,000  and  more 

Allied  Signal  Inc. 

American  Home  Products  Corporation 

Arthur  Andersen  &  Co. 

AT&T  Foundation 

Bankers  Trust  Foundation 

The  BOC  Group,  Inc. 

Leo  Burnett  Company,  Inc. 

The  Coca-Cola  Company 

Deloitte  &  louche 

The  First  Boston  Foundation  Trust 

General  Electric  Company 

General  Motors  Foundation 

GTE  Foundation 

Hess  Foundation,  Inc. 

Hoechst  Cclanese  Corporation 

ITT  Corporation 
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Kohlberg  Kravis  Roberts  &  Co. 

KPMG  Peat  Marwick 

Macy's 

Marsh  &  McLennan  Companies,  Inc. 

McGraw-Hill  Foundation,  Inc. 

Mitsui  &  Co.  (U.S.A.),  Inc. 

Mobil  Foundation,  Inc. 

Morgan  Stanley  &  Co.,  Incorporated 

New  York  Life  Foundation 

Price  Waterhouse 

The  Prudential  Foundation 

Reliance  Group  Holdings,  Inc 

Revlon 

Rnane,  Cunniff  &  Co.,  Inc. 

Saks  Fifth  Avenue 

The  Salomon  Fonndation 

Joseph  E.  Seagram  &  Sons,  Inc. 

Sterling  Drug  Inc. 

Texaco  Inc. 

Time  Warner  Inc. 

Times  Mirror  Company 

Xerox  Corporation 

Patrons 
$10,000  and  more 

AGVAR  CHEMICALS  INC. 

American  Cyanamid  Company 

American  Re-Insurance  Company 

The  Annenberg  Foundation 

Atlantic  Richfield  Company 

Avnet,  Inc. 

Backer  Spielvogel  Bates  Worldwide 

The  Bank  of  New  York 

Barclays  Bank 

Block  Drug  Company  Inc. 

Booz-Allen  &  Hamilton  Inc. 

Broadcast  Music,  Inc. 

Brown  &  Wood 

Bunge  Corporation 

Carter-Wallace,  Inc. 

Champion  International  Corporation 

The  Chubb  Corporation  Charitable  Trust 

CIBA-GEIGY  Corporation 

Cleary,  Gottlieb,  Steen  &  Hamilton 

Cline,  Davis  &  Mann,  Inc. 

Coltec  Industries  Inc 

Coopers  &  Lybrand 

Credit  Lyonnais 

Credit  Suisse 

Dean  Witter  Reynolds  Inc. 

The  Dun  &  Bradstreet  Corporation 

Ernst  &  Young 

Forbes  Inc. 

General  Reinsurance  Corporation 

Georgia  Pacific  Corporation 

Goldman,  Sachs  &  Co. 

Grand  Metropolitan  Inc. 

L.  Jay  Grossman,  Jr.  Foundation  Inc. 

Guardian  Life  Insurance  Company  of 

America 
Hoffmann  La  Roche  Inc. 
Richard  H.  Holzer  Memorial  Foundation 
Home  Life  Insurance  Company 
Ingersoll-Rand  Company 
Johnson  &  Higgins 
Johnson  &  Johnson 
Kimberly-Clark  Corporation 
Kyotaru  Co.,  Ltd. 
Lazard  Freres  &  Co. 
Lehrer  McGovern  Bovis,  Inc. 
Thomas  J.  Lipton  Foundation.  Inc 
Lord  Day  &  Lord,  Barrett  Smith 


/ 


Marine  Midland  Bank 
Matsushita  Electric  Corporation  of 

America 
McCann-Ericksoo  Worldwide 
McKinsey  &  Company.  Inc. 
Mercedes-Benz  of  North  America 
Merck  &  Co.,  Inc. 
Milbank,  Tweed.  Hadley  &  McCloy 
Belle  and  Murray  Nathan  Philanthropic 

Fund 
National  Westminster  Bank  DM 
The  New  York  Stock  Exchange  Fonndation 
Newsweek,  Inc. 

North  American  Philips  Corporation 
Overseas  Sbipbolding  Group,  Inc. 
Evelyn  Paige,  Inc. 
PaineWebber  Group  Inc. 
Procter  &  Gamble  Fund 
Quantum  Chemical  Corporation 
Restaurant  Associates  Corporation 
Rockwell  International 
Saatchi  &  Saatchi  DFS  Compton,  Inc. 
Schering-Plough  Foundation,  Inc. 
Martin  E.  Segal  Company 
Simpson  Thacber  &  Bartlett 
Sony  Corporation  of  America  Foundation 
Swiss  Bank  Corporation 
SYMS  Clothing 
Thacher  Proffitt  &  Wood 
J.  Walter  Thompson  Company 
Cnilever  United  States,  Inc. 
Union  Bank  of  Switzerland 
Union  Carbide  Corporation 
Union  Pacific  Foundation 
U.S.  Trust  Company  of  New  York 
E.M.  Warburg,  Pincus  &  Co.,  Inc. 
The  Warner-Lambert  Foundation 
Weil,  Gotshal  &  Manges 
Wells,  Rich,  Greene,  Inc. 
Wertheim  Schroder  &  Co.,  Incorporated 
Westi  nghouse  Broadcasting  Company 
Wien,  Malkin  &  Bettex 

Friends 
$5,000  and  more 

ABD  Securities  Corporation 

ABNAMROBankN.V. 

ADP  Fonndation 

AJ  Contracting  Company,  Inc. 

A.L.  Laboratories,  Inc. 

Adia  International  S.A. 

Alusuisse-Lonza  America  Inc. 

Amax  Foundation,  Inc. 

American  Stock  Exchange,  Inc. 

Arnhold  and  S.  Bleichroeder,  Inc. 

Bancs  Commerriale  Italians 

Benenson  Capital  Company 

Blackstone  Financial  Management 

The  Blackstone  Group 

Carol  Management  Corporation 

Cbesebrough-Pond's  USA 

The  Chevron  Companies 

Chiat/Day  Mojo 

Chrysler  Corporation 

The  Coach  Dairy  Goat  Farm 

Colgate  Palmolive  Company 

The  Cowles  Charitable  Trust 

Cushman  &  Wakefield.  Inc 

D'Arcy  Masins  Benton  &  Bowles.  Inc 

Debevoise  &  Plimpton 

R.R.  Donnelley  &  Sons  Company 

E.  I.  du  Pont  de  Nemours  &  Company 

Edison  Parking  Corporation 

FCB/Leber  Katx  Partners 

The  Fisher  Brothers  Foundation 

Ford  Motor  Company 

Fulbright  &  Jaworski 


The  Georgetown  Group  ,.„ 

The  BFGoodrick  Company 

MarkGoodsoa 

Grant  Thornton 

Grey  Advertising  lac 

Grumman  Corporation 

Grass  &  Co. 

Hallmark  Corporate  Foundation 

The  Henley  Group,  lac. 

The  George  Hymaa  Construction  Company  !  ■ 

International  Flavors  &  Fragrances  Inc. 

International  Paper  Company  Foundation 

Jaros,  Banm  &  BoUes 

H.J.  Kalikow  ft  Co..  lac. 

Florence  and  Robert  Kaafataa 

Kekst  and  Company  Incorporated 

Kellogg  Company 

Kidder.  Peabody  &  Co.  Incorporated 

The  Calvin  Klein  Foundation 

Koeppel  Tener  Riguardi.  lac. 

The  Leslie  Fay  Companies,  lac. 

Loews  Corporation 

Lowe  &  Partners 

Leon  Lowenstein  Foundation 

The  Macklowe  Organization 

Mr.  and  Mrs.  Peter  L  Malkin 

The  May  Department  Stores  Company 

MCAlaiversal 

The  Donald  C.  McGraw  Foundation 

Medro  Containment  Services,  lac. 

Melville  Corporation 

William  M.  Mercer,  Incorporated 

MetallgeseUachaft  Corp. 

Milliken  &  Company 

Neuberger  &  Bermaa 

Newmark  and  Company  Real  Estate.  lac. 

Ogden  t  orporatiou 

Ogilvy  &  Mather  Worldwide 

Park  Summit  Realty  Corp. 

Phelps  Dodge  Corporation 

Polo  Ralph  Laarea  Corporation 

Proskaaer  Rose  Goetz  &  Mendelsohn 

Ragn  Foods  Co. 

Republic  National  Bank  of  New  lark 

Revillon  Incorporated 

The  Riese  Organization 

Sanwa  Business  Credit  Corporate 

Sara  Lee  Corporation 

Peter  Sharp  &  Co..  lac 

Sharp  Electronics  Corporation 

Shimizu  Corporation 

Siemens  Corporation 

Sihrrrsteia  Propertie*.  lac 

The  Solow  Foundation 

Sony  Music  Entertainment  lac 

Edward  Sulzberger  Foundation,  lac 

Swig.  Wriler  &  Amow  Hgt  Co.  lac 

Toshiba  America,  lac 

Toyota  Motor  Corporation 

The  Donald  J.  Trump  Foaadatioa.  lac 

Universal  Leaf  Tobacco  Co..  Inc 

UST.  lac 

Viacom  International  lac 

Wests  aco  Corporation 

Viang  .  Rnkiram  lac 

and  172  contributors 
under  $5000 

Your  company  caa  play  a  role  at 
Lincoln  Center  by  joining  the 
Consolidated  Corporate  Fund  which 
benefits  all  of  Lincoln  Cent 
ten  performing  arts  rompaaie*. 
For  information  rail  George  WM—aa 
Chairman  of  Lincoln  fewer,  at  87$  SO 
A  copy  of  the  last  aaaaal  report  may 
obtained  upon  reouest  by  writing  to 
M  >   State  Department  of  State.  Offic. 
of  Charities  Registratioa.  Mbar 
11231  or  Lincoln  Center  for  the 
Performing  Arts.  Inc..  70  Liacwia 
Center  Ptaxa.  New  York  YY.  IMU 
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4p  Lincoln  Center  for  the  Performing  Arts 


The  Metropolitan  Opera  •  New  York  Philharmonic  •  The  .lullllard  School  •  New  York  City  Ballel  •  New  York  City  Opera  •  The  Fil*  Society  of  UncoJn  l  enter 
The  Chamber  Music  Society  of  Lincoln  (enter  •  Lincoln  Cattf  Theater  •  School  of  American  Ballet  •  Lincoln  i  enter  for  the  Performing  Art*.  Inc 
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EDITED  BY  DERO  A.  SAUNDERS 


he  more  things  change  . . ." 
10  years  ago  in  Forbes 

ROM  THE  ISSUE  OF  DEC.  24,  192 1 ) 

There  isn't  a  more  popular  political 

;pedient  than  'soaking  the  rich'  by 

iposing   heavy   taxes   upon   them. 

unishment,  however,  does  not  al- 

ays  fall  where  it  is  intended  to  fall. 

►ur  lawmakers  set  out  to  take  from 

Jic  ultrarich  $73  of  every  $100  of 

leir  income;  but  as  no  human  being 

Quid  relish  .  .  .  getting  only  27  cents 

ut  of  every  dollar  he  made,  ways  and 

cans  were  sought  and  discovered  for 

ading  this  excessive  burden.  Men  of 

eat  wealth  simply  invested  in  securities 

ee  from  taxation.  As  every  state  in  the 

Inion  issues  tax-exempt  bonds,  there 

vere  billions  of  them  to  choose  from." 


i  :-vtsm 


uk  Ik. 


Canadian  Premier  Mackenzie  King. 


"The  emphatic  victory  of  the  Liber- 
als at  the  Canadian  general  election 
this  month  is  pleasing  to  the  U.S., 
since  it  brings  into  power  the  party 
favoring  reciprocal  trade  relations  be- 
tween the  two  countries.  The  anti- 
reciprocity  Conservatives  were  beaten 
so  badly  that  they  have  been  relegated 
to  third  place,  the  Progressives  having 
won  second  place.' V 

60  years  ago 

(From  the  issue  of  Dec.  15, 1931) 
"The  new  U.S.  flagship,  the  Man- 
hattan, is  having  her  final  touches, 
and  the  nation  has  hailed  her  launch- 
Forbes  ■  December  23,  1991 


A 1921  Forbes  ad  called  this  U.S.-built  locomotive  the  world's  largest. 


ing  as  the  largest  ship  ever  built  in  this 
country.  She  is  30,000  tons,  over  700 
feet  long  and  will  carry  about  1,300 
passengers  at  an  easy  speed  of  about 
20  knots  per  hour." 

"The  automobile  industry  has  been 
passing  through  the  depression  era 
with  almost  no  bankruptcies.  This 
record  may  be  pointed  to  as  evidence 
of  strength  and  stability.  [But]  bank- 
ruptcies today  are  no  guide  to  tomor- 
row's stability.  In  1920  and  1921 
bankruptcies  were  also  of  little  im- 
port; the  real  disasters  came  in  1923 
and  1924." 


50 


years  ago 


25 


years  ago 


(From  the  issue  of  Dec.  15,  1966) 
"American  businessmen  invested 
more  than  $500  million  in  marketing 
research  in  1966,  double  the  figure 
for  ten  years  ago,  according  to  Presi- 
dent Solomon  Dutka  of  Audits  & 
Surveys,  Inc.  Mr.  Dutka  pointed  out 
that  outiays  for  research  in  such  areas 
as  consumer  preferences  and  market- 
ing techniques  have  been  increasing 
at  about  7%  a  year.  ..." 


"For  the  first  time  since  1961,  the 
number  of  bank  holdups  fell  slightly 
during  the  first  six  months  of  this  year, 
reported  the  American  Bankers'  Asso- 
ciation. There  were  411  successful 
heists  compared  with  462  for  the 
same  period  in  1965." 

10  years  ago 

(From  the  issue  of  Dec.  21, 1981) 
"The  rag-top  convertible,  that  sym- 
bol of  the  free  spirit  and  the  open 
road,  is  making  a  comeback  after  be- 
ing consigned  to  oblivion  by  Detroit. 
Chrysler  has  a  $13,900  model  sched- 
uled for  early  next  year.  .  .  and  says 
customer  interest  is  'phenomenal,' 
[despite]  asking  a  $1,000  deposit." 


(From  the  issue  of  Dec.  15, 1941) 
"The  Washington  outlook  for  1942 
is  based  on  rough  blueprints  of  the 
new  war  plan  which  envisages  a  three - 
year  struggle  to  defeat  the  Axis  pow- 
ers. Immediately  ahead  lies  the  task  of 
swift  preparation  for  the  all-out  offen- 
sive that  is  inherently  demanded  by 
the  U.S.  position.  In  spite  of  the 
greatest  speed,  all  1942  will  be  need- 
ed for  further  vast  development  of 
facilities  to  produce  essential  weapons 
and  material." 

"An  ordinary-sized  flashlight  bat- 
tery, just  announced,  has  an  extraor- 
dinary feature:  It's  rechargeable,  gives 
1,000  hours  of  service,  saves  battery 
costs  by  as  much  as  75%." 


Economist  Julian  L.  Simon. 


"If  you  begin  with  the  notion  that 
things  are  fixed — and  that's  the  heart  of 
Malthusianism — then  you  have  to  reach 
a  conclusion  that  the  more  you  use,  the 
worse  off  you  are;  the  more  people  you 
have,  the  less  there  is  to  go  around  and 
so  on.  A  lot  of  these  doomsday  books 
prepare  you  in  the  first  sentence:  'As- 
suming that  our  resources  are 
fixed.  .  .  .  '  But  it's  not  reasonable  to 
treat  any  of  these  things  as  fixed." 

-Julian  L.  Simon  H 
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That  which  is  useless  dies. 
Animals  that  fail  to  serve 
some  useful  purpose  in  the 
scheme  of  things  slowly  but 
surely  become  extinct.  Let 
any  part  of  the  human  body 
cease  to  perform  its 
ordained  function,  and  it 
withers — as  when  an  arm  is 
long  kept  in  a  sling.  This 
same  decree,  that  nothing 
useless  is  permitted  to 
survive,  runs  through  the 
industrial  world.  .  .  . 
Let  any  concern  cease  to 
render  useful  service,  and 
in  time  it  shrivels.  True, 
certain  individuals,  firms 
.  . .  may  for  a  time  appear 
immune.  But  sooner  or  later 
they  pay  the  penalty. 

-B.C.  Forbes 


A  Text ... 

If  my  people,  which 
are  called  by  my  name, 
shall  humble  themselves, 
and  pray,  and  seek  my 
face,  and  turn  from 
their  wicked  ways; 
then  will  I  hear  from 
heaven,  and  will  forgive 
their  sin,  and  heal 
their  land. 
-II  Chronicles  7:11 


Sent  in  by  Maria  G.  Aguilar,  San 
Antonio,  Tex.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


I  have  a  lifetime  contract. 
That  means  I  can't  be  fired 
during  the  third  quarter  if 
we  are  ahead  and  moving 
the  ball. 
-Lou  Holtz 

In  order  to  succeed,  at  times 
you  have  to  make  something 
from  nothing. 
-Ruth  Mickleby-Land 

If  you  are  black,  if  you  are 
Puerto  Rican  or  Hispanic,  be 
proud  of  that.  But  don't  let 
it  become  a  problem.  Let  it  be- 
come somebody  else's  problem. 
-Colin  Powell 

It  could  probably  be  shown 
by  facts  and  figures  that 
there  is  no  distinctively 
native  American  criminal 
class  except  Congress. 

27  33 


-Mark  Twain 


The  best  fertilizer  is  the 
owner's  footprint. 
South  Carolina  saying 


People  die,  but  money  never  does. 

-Penelope  Lively 

Not  often  in  the  story  of 
mankind  does  a  man  arrive  on 
earth  who  is  both  steel  and 
velvet,  who  is  as  hard  as 
rock  and  soft  as  drifting 
fog,  who  holds  in  his  heart 
and  mind  the  paradox  of 
terrible  storm  and  peace 
unspeakable  and  perfect. 
-Carl  Sandburg  (on  Lincoln) 

The  best  years  are  the 
forties;  after  50  a  man 
begins  to  deteriorate, 
but  in  his  forties  he  is  at 
the  maximum  of  his  villainy. 

-H.L.  MENCKEN 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


From  behind  the  Iron  Curtain, 

there  are  signs  that  tyranny 

is  in  trouble  and  reminders 

that  its  structure  is  as 

brittle  as  its  surface 

is  hard. 

-Dwight  D.  Eisenhower  (1954) 

Not  the  violent  conflict 
between  parts  of  the  truth, 
but  the  quiet  suppression  of 
half  of  it,  is  the  formidable 
evil;  there  is  always  hope 
when  people  are  forced  to 
listen  to  both  sides;  it  is 
when  they  attend  to  only  one 
that  errors  harden  into 
prejudices,  and  truth  itself 
ceases  to  have  the  effect  of 
truth,  by  being  exaggerated 
into  falsehood. 
-Iohn  Stuart  Mill 

Our  national  flower  is  the 
concrete  cloverleaf. 
-Lewis  Mumford 

We  are  always  giving  foreign 
names  to  very  native  things. 
If  there  is  a  thing  that  reeks 
of  the  glorious  tradition  of 
the  old  English  tavern,  it  is 
toasted  cheese.  But  for  some 
wild  reason  we  call  it  Welsh 
rarebit.  I  believe  that  what 
we  call  Irish  stew  might  more 
properly  be  called  English 
stew,  and  that  it  is  not 
particularly  familiar  in 
Ireland. 
-G.K.  Chesterton 

There's  no  satisfaction 
in  hanging  a  man  who 
does  not  object  to  it. 
-George  Bernard  Shw 

The  last  sound  on  the 
worthless  earth  will 
be  two  human  beings 
trving  to  launch  a  homemade 
space  ship  and  alrcaoN 
quarreling  about  where 
they  are  going  next. 
-Will  [AM  FaULKNI  R 
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